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IMPORTANT NOTICE

IMPORTANT: You must read the following disclaimer before continuing. The following disclaimer applies to
the document following this page, and you are therefore advised to read this carefully before reading, accessing or
making any other use of the document. In accessing the document, you agree to be bound by the following terms and
conditions, including any modifications to them any time you receive any information from the Company or the
Managers (both as defined in the document) as a result of such access. You acknowledge that this electronic
transmission and the delivery of the document is confidential and intended only for you and you agree you will not
forward, reproduce, copy, download or publish this electronic transmission or the document (electronically or
otherwise) to any other person.

The document and the offer when made are only addressed to and directed at persons in member states of the
European Economic Area (“EEA”) who are “qualified investors” within the meaning of article 2(1)(e) of the
Prospectus Directive (Directive 2003/71/EC and amendments thereto, including Directive 2010/73/EU) and any
implementing measure in each relevant Member State of the EEA (the “Prospectus Directive”) (“Qualified
Investors”). In addition, in the United Kingdom (“UK”), this document is being distributed only to, and is directed
only at, Qualified Investors (i) who have professional experience in matters relating to investments falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the
“Order”) and Qualified Investors falling within Article 49(2)(a) to (d) of the Order, and (ii) to whom it may otherwise
lawfully be communicated (all such persons together being referred to as “relevant persons”). The document must not
be acted on or relied on (i) in the UK, by persons who are not relevant persons, and (ii) in any member state of the
EEA other than the UK, by persons who are not Qualified Investors. Any investment or investment activity to which
the document relates is available only to (i) in the UK, relevant persons, and (ii) in any member state of the EEA other
than the UK, Qualified Investors, and will be engaged in only with such persons.

THE SECURITIES REFERENCED IN THE DOCUMENT MAY ONLY BE OFFERED IN “OFFSHORE
TRANSACTIONS” AS DEFINED IN, AND IN ACCORDANCE WITH, REGULATION S UNDER THE US
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”) OR WITHIN THE UNITED STATES
TO QUALIFIED INSTITUTIONAL BUYERS (“QIBs”) AS DEFINED IN AND IN ACCORDANCE WITH RULE
144A UNDER THE SECURITIES ACT (“RULE 144A”). ANY FORWARDING, REDISTRIBUTION OR
REPRODUCTION OF THE DOCUMENT IN WHOLE OR IN PART IS UNAUTHORIZED. FAILURE TO
COMPLY WITH THIS NOTICE MAY RESULT IN A VIOLATION OF THE SECURITIES ACT OR THE
APPLICABLE LAWS OF OTHER JURISDICTIONS.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE
IN THE UNITED STATES OR ANY OTHER JURISDICTION WHERE IT IS UNLAWFUL TO DO SO. THE
SECURITIES HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER THE SECURITIES ACT OR
WITH ANY SECURITIES REGULATORY AUTHORITY OF ANY STATE OR OTHER JURISDICTION OF THE
UNITED STATES OR IN ANY OTHER JURISDICTION OTHER THAN SPAIN AND MAY NOT BE OFFERED,
SOLD, PLEDGED OR OTHERWISE TRANSFERRED IN THE UNITED STATES EXCEPT (1) IN
ACCORDANCE WITH RULE 144A TO A PERSON THAT THE HOLDER AND ANY PERSON ACTING ON
ITS BEHALF REASONABLY BELIEVES IS A QIB OR (2) IN AN OFFSHORE TRANSACTION IN
ACCORDANCE WITH RULE 903 OR RULE 904 OF REGULATION S UNDER THE SECURITIES ACT, IN
EACH CASE IN ACCORDANCE WITH ANY APPLICABLE SECURITIES LAWS OF ANY STATE OF THE
UNITED STATES OR PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO,
THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE STATE OR LOCAL
SECURITIES LAWS.

Confirmation of your Representation: By accepting the e-mail or accessing this document, you are deemed
to have represented to the Company, the Selling Shareholders (as defined in the document) and the Managers that (i)
you are acting on behalf of, or you are either (a) an institutional investor outside the United States (as defined in
Regulation S under the Securities Act), or (b) in the United States and a QIB that is acquiring securities for your own
account or for the account of another QIB; (ii) if you are in the UK, you are a relevant person; (iii) if you are in any
member state of the EEA other than the UK, you are a Qualified Investor; (iv) the securities acquired by you in the
offer have not been acquired on a non-discretionary basis on behalf of, nor have they been acquired with a view to
their offer or resale to, any person in circumstances which may give rise to an offer of any securities to the public
other than their offer or resale in any member state of the EEA which has implemented the Prospectus Directive to
Qualified Investors (as defined in the Prospectus Directive); and (v) if you are outside the US, UK and EEA (and the
electronic mail addresses that you gave us and to which this document has been delivered are not located in such
jurisdictions) you are a person into whose possession the document may lawfully be delivered in accordance with the
laws of the jurisdiction in which you are located.



This document has been sent to you or accessed by you in an electronic form. You are reminded that documents
transmitted via this medium may be altered or changed during the process of electronic transmission and
consequently, none of the Company nor the Managers nor any person who controls any of them nor any director,
officer, employee nor agent of any of them or affiliate of any such person accepts any liability or responsibility
whatsoever in respect of any difference between the document distributed to you in electronic format and the hard
copy version available to you on request from the Managers. Please ensure that your copy is complete. You are
reminded that the document has been made available to you solely on the basis that you are a person into whose
possession the document may be lawfully delivered in accordance with the laws of the jurisdiction in which you are
located and you may not nor are you authorized to deliver the document, electronically or otherwise, to any other
person.

Restriction: Nothing in this electronic transmission constitutes, and may not be used in connection with, an offer of
securities for sale to persons other than the specified categories of institutional buyers described above and to whom it
is directed and access has been limited so that it shall not constitute a general solicitation. If you have gained access to
this transmission contrary to the foregoing restrictions, you will be unable to purchase any of the securities described
therein.

None of the Managers, or any of their respective affiliates, or any of their respective directors, officers, employees or
agents accepts any responsibility whatsoever for the contents of the document or for any statement made or purported
to be made by it, or on its behalf, in connection with the Company or the Offering (as defined in the document). The
Managers and any of their respective affiliates accordingly disclaim all and any liability whether arising in tort,
contract, or otherwise which they might otherwise have in respect of the document or any such statement. No
representation or warranty express or implied, is made by any of the Managers or any of their respective affiliates as
to the accuracy, completeness, reasonableness, verification or sufficiency of the information set out in the document.

The Managers are acting exclusively for the Company and Selling Shareholders and no one else in connection with
the Offering. They will not regard any other person (whether or not a recipient of the document) as their client in
relation to the Offering and will not be responsible to anyone other than the Company and the Selling Shareholders for
providing the protections afforded to their clients nor for giving advice in relation to the Offering or any transaction or
arrangement referred to herein.

The materials relating to the Offering do not constitute, and may not be used in connection with, an offer or
solicitation in any place where offers or solicitations are not permitted by law. If a jurisdiction requires that the
Offering be made by a licensed broker or dealer and any of the Managers or any affiliate thereof is a licensed broker
or dealer in that jurisdiction, the Offering shall be deemed to be made by the Managers or such affiliate on behalf
of the Company in such jurisdiction.

You are responsible for protecting against viruses and other destructive items. Your use of this e-mail is at your own
risk, and it is your responsibility to take precautions to ensure that it is free from viruses and other items of a
destructive nature.
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61,574,805 Ordinary Shares of

TALGO, S.A.

Offering Price Range: €9.00 to €11.50 per share

The Comision Nacional del Mercado de Valores (the “CNMV™), which is the Spanish competent authority for the purposes of
Directive 2003/71/EC, as amended (the “Prospectus Directive”) and the relevant implementing measures in Spain, has approved this
document as a prospectus.

Pegaso Transportation International S.C.A., MCH Iberian Capital Fund III, FCR, MCH Inversiones Industriales, S.a.r.l. and the
Minority Selling Shareholders described in “Principal and Selling Shareholders” (the “Selling Shareholders”) are offering 61,574,805
ordinary shares with a par value of €0.301 each (the “Initial Offer Shares”) of Talgo, S.A., a sociedad anénima incorporated under the
laws of Spain (the “Company”), to qualified investors (the “Offering”). The Initial Offer Shares constitute 45% of the existing
outstanding share capital of the Company.

This document comprises a prospectus relating to the Company and its subsidiaries (together, “Talgo” or the “Group”) prepared in
accordance with the Prospectus Directive, its implementing measures in Spain and Annexes I, III and XXII set out in Commission
Regulation (EC) No 809/2004 (and amendments thereto, including Commission Delegated Regulation (EU) 486/2012 and Commission
Delegated Regulation (EU) 862/2012) enacted in the European Union (the ‘“Prospectus Rules”) and the Securities Market Act
24/1988, July 28, 1988 (the “Spanish Securities Markets Act”). This document has been prepared in connection with the Offering
and application for the admission of the Shares to the Madrid, Barcelona, Bilbao and Valencia stock exchanges (the “Spanish Stock
Exchanges”) and on the Automated Quotation System (the “AQS”) or Mercado Continuo of the Spanish Stock Exchanges
(“Admission”), which are regulated markets for the purposes of Directive 2004/39/EC (the Markets in Financial Instruments
Directive).

In addition, the Selling Sharcholders will grant an option to the Joint Global Coordinators on behalf of the Managers (the “Over-
allotment Option”), exercisable within 30 calendar days from the date on which the Shares commence trading on the Spanish Stock
Exchanges, to purchase a number of additional Shares (the “Over-allotment Shares”) representing up to 10% of the total number of
Initial Offer Shares sold by the Selling Shareholders in the Offering solely to cover over-allotments of Shares in the Offering, if any,
and short positions resulting from stabilization transactions. The Company will not receive any of the proceeds from the sale of the
Initial Offer Shares or Over-allotment Shares by the Selling Shareholders. The Initial Offer Shares and Over-allotment Shares (if any)
are referred to herein as the “Offer Shares”. The Offer Shares and the remaining outstanding shares in the Company are referred to
herein as the “Shares”.

The indicative offering price range at which Offer Shares are being sold in the Offering will be between €9.00 and €11.50 per Offer
Share (the “Offering Price Range”). This price range has been determined based on negotiations between the Company, the Selling
Shareholders and the Managers and no independent experts have been consulted in determining this price range. The price of the Offer
Shares (the “Offering Price”) will be determined based on negotiations between the Company, the Selling Shareholders and the
Managers, upon the finalization of the book-building period (expected to occur on or about May 5, 2015) and will be announced
through the publication of a relevant fact (“hecho relevante”).

The Offer Shares are expected to be delivered through the book-entry facilities of Sociedad de Gestion de los Sistemas de Registro,
Cooperacion y Liquidacion de Valores, S.A.U. (“Iberclear”) on or about May 11, 2015.

Prior to the Offering, there has been no public market for the Shares. The Company will apply to have the Shares listed on the Spanish
Stock Exchanges and to have the Shares quoted on the AQS. The Shares are expected to be listed on the Spanish Stock Exchanges and
quoted on the AQS on or after May 7, 2015 under the symbol “TLGO”.

Investing in the Company’s Shares involves certain risks. See “Risk Factors” beginning on page 20 for a discussion of certain
matters that investors should consider prior to making an investment in the Shares.

The Offer Shares have not been and will not be registered under the United States Securities Act of 1933, as amended (the “Securities
Act”), and are being offered and sold within the United States only to qualified institutional buyers (“QIBs”) (as defined in Rule 144A
under the Securities Act (“Rule 144A”)) in reliance on Rule 144A and outside the United States in reliance on Regulation S under the
Securities Act. See “Transfer and selling restrictions” for additional information about eligible offerees and transfer restrictions.

Joint Global Coordinators
Banco Santander J.P. Morgan Nomura

Co-lead Managers
Bankinter BBVA  Crédit Agricole CIB  JB Capital Markets ~ N+1  Natixis Société Générale =~
Corporate and Investment Banking
Financial Adviser to the Company

Rothschild
The date of this document is April 23, 2015
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IMPORTANT INFORMATION ABOUT THIS PROSPECTUS

This document, including the financial information incorporated by reference herein, is in compliance with the
Prospectus Rules, which comply with the provisions of the Prospectus Directive for the purpose of giving information
with regard to the Company, the Group, the Selling Shareholders and the Offer Shares. The Company and the
undersigned, Mr. Jose Maria Oriol Fabra, in his capacity as CEO (“consejero delegado™) of the Company and acting
under a special power of attorney granted by the Board of Directors and the general shareholders’ meeting of the
Company, accept responsibility for the information contained in this document. Having taken all reasonable care to
ensure that such is the case, the information contained in this document is, to the best of their knowledge, in accordance
with the facts and contains no omissions likely to affect its import.

Mr. Jose Maria Oriol Fabra, acting for and on behalf of the Minority Selling Shareholders listed in section “Principal and
Selling Shareholders”, acting under a special power of attorney, declares that the Minority Selling Shareholders accept
responsibility for the information referred to the Minority Selling Shareholders in sections “Principal and Selling
Shareholders” and “Plan of Distribution”. Having taken all reasonable care to ensure that such is the case, the
information referred to the Minority Selling Shareholders in “Principal and Selling Shareholders” and “Plan of
Distribution” is, to the best of their knowledge, in accordance with the facts and contains no omissions likely to affect its
import.

Mr. Javier Fernando Olascoaga Palacio, acting for and on behalf of Pegaso Transportation International S.C.A., acting
under a special power of attorney, declares that Pegaso Transportation International S.C.A. accepts responsibility for the
information referred to Pegaso Transportation International S.C.A. in sections “Principal and Selling Shareholders” and
“Plan of Distribution”. Having taken all reasonable care to ensure that such is the case, the information referred to Pegaso
Transportation International S.C.A. in sections “Principal and Selling Shareholders™ and “Plan of Distribution” is, to the
best of their knowledge, in accordance with the facts and contains no omissions likely to affect its import.

Mr. Francisco Caro Garcia, acting for and on behalf of MCH Iberian Capital Fund III, FCR, acting in his capacity as
Managing Director of MCH Private Equity Investments, SGEIC, S.A., which in turn is the management company of
MCH Iberian Capital Fund III, FCR, declares that MCH Iberian Capital Fund III, FCR, accepts responsibility for the
information referred to MCH Iberian Capital Fund III, FCR, in sections “Principal and Selling Shareholders” and “Plan
of Distribution”. Having taken all reasonable care to ensure that such is the case, the information referred to MCH Iberian
Capital Fund III, FCR, in sections “Principal and Selling Shareholders” and “Plan of Distribution” is, to the best of their
knowledge, in accordance with the facts and contains no omissions likely to affect its import.

Mr. German Cabrera Lopez, acting for and on behalf of MCH Inversiones Industriales, S.a.r.l., acting under a special
power of attorney, declares that MCH Inversiones Industriales, S.a.r.l. accepts responsibility for the information referred
to MCH Inversiones Industriales, S.a.r.l., in sections “Principal and Selling Shareholders” and “Plan of Distribution”.
Having taken all reasonable care to ensure that such is the case, the information referred to MCH Inversiones Industriales,
S.a.r.l., in sections “Principal and Selling Shareholders” and “Plan of Distribution” is, to the best of their knowledge, in
accordance with the facts and contains no omissions likely to affect its import.

None of Banco Santander, S.A. (“Banco Santander”), J.P. Morgan Securities plc (“J.P. Morgan”) or Nomura
International plc (“Nomura”) (together the “Joint Global Coordinators”), or Banco Bilbao Vizcaya Argentaria, S.A.,
Bankinter, S.A., Crédit Agricole Corporate and Investment Bank, JB Capital Markets, S.V., S.A.U., Natixis, Nmasl
Equities Sociedad de Valores, S.A. and Société Générale (together the “Co-Lead Managers” and together with the Joint
Global Coordinators, the “Managers”) or Rothschild, S.A. (“Rothschild”) (acting as financial adviser to the Company)
or their respective affiliates make any representation or warranty, express or implied, nor accept any responsibility
whatsoever, with respect to the content of this document, including the accuracy or completeness or verification of any of
the information in this document. This document is not intended to provide the basis of any credit or other evaluation and
should not be considered as a recommendation by any of the Company, the Selling Shareholders, the Managers or
Rothschild that any recipient of this document should purchase the Offer Shares. Each purchaser of Offer Shares should
determine for itself the relevance of the information contained in this document, and its purchase of Offer Shares should
be based upon such investigation, as it deems necessary, including the assessment of risks involved and its own
determination of the suitability of any such investment, with particular reference to their own investment objectives
and experience and any other factors that may be relevant to such investor in connection with the purchase of the Offer
Shares.

This document does not constitute an offer to the public generally to purchase or otherwise acquire the Offer Shares. In
making an investment decision regarding the Offer Shares, an investor must rely on its own examination of the Company
and the Group and the terms of the Offering, including the merits and risks involved. Investors should rely only on the
information contained in this document. None of the Company, the Selling Shareholders, the Managers or Rothschild has
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authorized any other person to provide investors with different information. If anyone provides any investor with different
or inconsistent information, such investor should not rely on it. Investors should assume that the information appearing in
this document is accurate only as of its date. The Group’s business, financial condition, results of operations, prospects
and the information set forth in this document may have changed since the date of this document.

Notwithstanding the foregoing, the Company is required to issue a supplementary prospectus in respect of any significant
new factor, material mistake or inaccuracy relating to the information included in this document which is capable
of affecting the assessment of the Offer Shares and which arises or is noted between the date hereof and the Admission,
in accordance with Prospectus Directive and article 22 of Spanish Royal Decree 1310/2005, of November 4 (“Real
Decreto 1310/2005, de 4 de noviembre, por el que se desarrolla parcialmente la Ley 24/1988, de 28 de Julio, del
Mercado de Valores, en materia de admision a negociacion de valores en mercados secundarios oficiales, de ofertas
publicas de venta o suscripcion y del folleto exigible a tales efectos”) but assumes no further obligation to publish
additional information other than under general rules for issuance relevant fact of statements (“hechos relevantes™).

The contents of the website of the Company, or the website of any other member of the Group, do not form any part of
this document.

Investors should not consider any information in this document to be investment, legal or tax advice. An investor should
consult its own legal counsel, financial adviser, accountant and other advisers for legal, tax, business, financial and
related advice regarding purchasing the Offer Shares. None of the Company, the Selling Shareholders, the Managers or
Rothschild or their respective affiliates makes any representation or warranty to any offeree or purchaser of the Offer
Shares regarding the legality of an investment in the Offer Shares by such offeree or purchaser under appropriate
investment or similar laws.

Each Manager that is regulated in the United Kingdom by the Financial Conduct Authority is acting exclusively for the
Company and no one else in connection with the Offering and will not be responsible to any other person for providing
the protections afforded to their respective clients or for providing advice in relation to the Offering. Apart from the
responsibilities and liabilities, if any, which may be imposed on any of the Managers under the Spanish Securities
Markets Act or the regulatory regime established thereunder, none of the Managers accepts any responsibility whatsoever
for the contents of this document or for any other statement made or purported to be made by it or any of them or on
its or their behalf in connection with the Group or the Offer Shares. Each of the Managers accordingly disclaims, to the
fullest extent permitted by applicable law, all and any liability whether arising in tort or contract or otherwise which
it might otherwise have in respect of this document or any such statement.

In connection with the Offering, the Managers and any of their respective affiliates acting as an investor for its or their
own account(s) may purchase the Shares and, in that capacity, may retain, purchase, sell, offer to sell or otherwise deal
for its or their own account(s) in such securities, any other securities of the Group or other related investments in
connection with the Offering or otherwise. Accordingly, references in this document to the Offer Shares being offered, or
otherwise dealt with should be read as including any offer to, or dealing by, the Managers or any of their respective
affiliates acting as an investor for its or their own account(s). The Managers do not intend to disclose the extent of
any such investment or transactions otherwise than in accordance with any legal or regulatory obligation to do so.

This document does not constitute or form part of an offer to sell, or a solicitation of an offer to purchase, any security
other than the Offer Shares. The distribution of this document and the offer and sale of the Offer Shares may be
restricted by law in certain jurisdictions. Any investor must inform themselves about, and observe any such restrictions.
See “Transfer and Selling Restrictions” elsewhere in this document. Any investor must comply with all applicable laws
and regulations in force in any jurisdiction in which it purchases, offers or sells the Offer Shares or possesses or
distributes this document and must obtain any consent, approval or permission required for its purchase, offer or sale of
the Offer Shares under the laws and regulations in force in any jurisdiction to which such investor is subject or in which
such investor makes such purchases, offers or sales. None of the Company, the Selling Shareholders or the Managers is
making an offer to sell the Offer Shares or a solicitation of an offer to buy any of the Offer Shares to any person in
any jurisdiction except where such an offer or solicitation is permitted or accepts any legal responsibility for any
violation by any person, whether or not an investor, or applicable restrictions.

The Offering does not constitute an offer to sell, or solicitation of an offer to buy, securities in any jurisdiction in which
such offer or solicitation would be unlawful. The Offer Shares have not been and will not be registered under the
Securities Act or with any securities regulatory authority of any state or other jurisdiction of the United States and
may not be sold within the United States, except to persons reasonably believed to be QIBs or outside the United States
in offshore transactions in reliance upon Regulation S. Investors are hereby notified that sellers of the Shares may be
relying on the exemption from the registration requirements of Section 5 of the Securities Act provided by Rule 144A.
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For a discussion of certain restrictions on transfers of the Shares in other jurisdictions, see “Transfer and Selling
Restrictions”.

In connection with the Offering, J.P. Morgan Securities plc, or any of its agents, as stabilizing manager (the “Stabilizing
Manager”), acting on behalf of the Managers, may (but will be under no obligation to), to the extent permitted
by applicable law, engage in transactions that stabilize, support, maintain or otherwise affect the price, as well as over-
allot Shares or effect other transactions with a view to supporting the market price of the Offer Shares at a level higher
than that which might otherwise prevail in an open market. Any stabilization transactions shall be undertaken in
accordance with applicable laws and regulations, in particular, Commission Regulation (EC) No 2273/2003 of December
22,2003 as regards exemptions for buy-back programs and stabilization of financial instruments.

The stabilization transactions shall be carried out for a maximum period of 30 calendar days from the date of the
commencement of trading of Offer Shares on the Spanish Stock Exchanges, provided that such trading is carried out in
compliance with the applicable rules, including any rules concerning public disclosure and trade reporting. The
stabilization period is expected to commence on May 7, 2015 and end on June 5, 2015 (the “Stabilization
Period”).

For this purpose, the Stabilizing Manager may carry out an over-allotment of Offer Shares in the Offering, which may
be covered by the Managers pursuant to one or several loans granted by the Selling Shareholders in proportion. The
Stabilizing Manager is not required to enter into such transactions and such transactions may be effected on any securities
market or otherwise and may be taken at any time during the Stabilization Period. However, there is no obligation that
the Stabilizing Manager or any of its agents effect stabilizing transactions and there is no assurance that the stabilizing
transactions will be undertaken. Such stabilization, if commenced, may be discontinued at any time without prior notice,
without prejudice to the duty to give notice to the CNMYV of the details of the transactions carried out under Commission
Regulation (EC) No 2273/2003 of December 22, 2013. In no event will measures be taken to stabilize the market price
of the Shares above the Offering Price. In accordance with Article 9.2 of Commission Regulation (EC) No 2273/2003
of December 22, 2013, the details of all stabilization transactions will be notified by the Stabilizing Manager to the
CNMV no later than closing of the seventh daily market session following the date of execution of such stabilization
transactions.

Additionally, in accordance with Article 9.3 of Commission Regulation (EC) No 2273/2003 of December 22, 2013,
the following information will be disclosed to the CNMYV by the Stabilizing Manager within one week of the end of the
Stabilization Period: (i) whether or not stabilization transactions were undertaken; (ii) the date at which stabilization
transactions started; (iii) the date at which stabilization transactions last occurred; and (iv) the price range within which
the stabilization transaction was carried out, for each of the dates during which stabilization transactions were carried out.

NOTICE TO PROSPECTIVE UNITED STATES INVESTORS

THE OFFER SHARES OFFERED HEREBY HAVE NOT BEEN AND WILL NOT BE REGISTERED UNDER
THE SECURITIES ACT OR WITH ANY SECURITIES REGULATORY AUTHORITY OF ANY STATE OR
OTHER JURISDICTION IN THE UNITED STATES, AND MAY NOT BE OFFERED, SOLD, PLEDGED OR
OTHERWISE TRANSFERRED EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A
TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT
AND IN COMPLIANCE WITH ANY APPLICABLE STATE SECURITIES LAWS. FURTHERMORE, THE
FOREGOING AUTHORITIES HAVE NOT PASSED ON OR ENDORSED THE MERITS OF THE OFFERING
OR THE ADEQUACY OR ACCURACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE IN THE UNITED STATES. THE OFFER SHARES ARE BEING
OFFERED (A) IN THE UNITED STATES ONLY TO QIBS (AS DEFINED IN AND IN RELIANCE UPON
RULE 144A) AND (B) OUTSIDE THE UNITED STATES ONLY IN OFFSHORE TRANSACTIONS (AS
DEFINED IN, AND RELIANCE UPON, REGULATION S). PROSPECTIVE PURCHASERS ARE HEREBY
NOTIFIED THAT SELLERS OF THE OFFER SHARES MAY BE RELYING ON THE EXEMPTION FROM
THE REGISTRATION PROVISIONS OF SECTION 5 OF THE SECURITIES ACT PROVIDED BY RULE
144A. FOR CERTAIN RESTRICTIONS ON RESALES, SEE “TRANSFER AND SELLING RESTRICTIONS”.

NOTICE TO NEW HAMPSHIRE RESIDENTS ONLY

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE
HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED STATUTES (“RSA 421-
B”) WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY
REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A
FINDING BY THE SECRETARY OF STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT FILED

v



UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR
THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A
TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE
MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON,
SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY
INVESTOR, CUSTOMER OR CLIENT ANY REPRESENTATION INCONSISTENT WITH THE
PROVISIONS OF THIS PARAGRAPH.

NOTICE TO PROSPECTIVE UNITED KINGDOM INVESTORS

In the United Kingdom, this document is only being distributed to, and is only directed at, and any investment or
investment activity to which this document relates is available only to, and will be engaged in only with, persons (i)
having professional experience in matters relating to investments who fall within the definition of “investment
professionals” in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the
“Order”); or (ii) who are high net worth entities falling within Article 49(2)(a) to (d) of the Order, or other persons to
whom it may otherwise be lawfully communicated (all such persons together being referred to as “relevant persons”).
Persons who are not relevant persons should not take any action on the basis of this document and should not act or rely
on it.

This document is only being distributed to, and is only directed at, persons in the United Kingdom who are “qualified
investors” as defined in Section 86(7) of the Financial Services and Markets Act 2000, as amended (the “FSMA”) or
otherwise in circumstances which do not require the publication by the Company of a prospectus pursuant to section
85(1) of the FSMA.

NOTICE TO PROSPECTIVE EUROPEAN ECONOMIC AREA INVESTORS

This document has been prepared on the basis that all offers of Shares using this document will be made pursuant to an
exemption under the Prospectus Directive, which includes any relevant implementing measure in each Member State of
the EEA from the requirement to produce a prospectus for offers to the public of transferable securities. Accordingly, any
person making or intending to make any offer within the EEA of Shares that are the subject of the Offering should only
do so in circumstances in which no obligation arises for the Company, the Selling Shareholders or any of the Managers to
produce a prospectus for such offer. None of the Company, the Selling Shareholders or the Managers has authorized, nor
do they authorize, the making of any offer of Shares through any financial intermediary, other than offers made by the
Managers that constitute the final placement of Shares contemplated in this document.

NOTICE TO PROSPECTIVE INVESTORS IN CERTAIN OTHER COUNTRIES

For information to investors in certain other countries, see “Transfer and Selling Restrictions”.



CERTAIN TERMS AND CONVENTIONS
As used herein, the following terms shall have the meanings indicated:

“Admission” refers to the admission of the Shares to trading on the Spanish Stock Exchanges and on
the AQS or Mercado Continuo of the Spanish Stock Exchanges.

“Agent Bank” refers to Banco Santander, S.A.

“Al-Shoula Consortium” refers to the consortium entered into by Administrador de Infraestructuras
Ferroviarias (ADIF), Cobra Instalaciones y Servicios Intemacional, S.L., Consultrans, S.A.U., S.A.
de Obras y Servicios, COPASA, Dimetronic, S.A., Imathia Construccion, S.L., Instalaciones
Inabensa, S.A., Indra Sistemas, S.A., Ingeniera y Economia del Transporte, S.A., Obrascon Huarte
Lain, S.A., Renfe-Operadora and Patentes Talgo, S.L.U. and two Saudi companies, Al-Shoula Group
and Al-Rosan Contracting Company, for the construction, operation and supply and maintenance of
trains under the project to link Mecca to Medina with a High Speed rail system (Phase II of the
Haramain High Speed Rail Project).

“AQS” or “Automated Quotation System” means the Spanish Automated Quotation System (SIBE),
or Mercado Continuo, of the Madrid, Barcelona, Bilbao and Valencia stock exchanges.

“Audited Annual Consolidated Financial Statements™ refers to Talgo’s audited consolidated financial
statements as at and for the years ended December 31, 2012, 2013 and 2014, prepared in accordance
with EU-IFRS, and the accompanying notes thereto.

“AVE” means Alta Velocidad Espariola.
“AVRIL” means Alta Velocidad Rueda Independiente Ligero.
“Board of Directors” refers to the board of directors of the Company.

“CIS” means the Commonwealth of Independent States and at present unites: Azerbaijan, Armenia,
Belarus, Georgia, Kazakhstan, Kyrgyzstan, Moldova, Russia, Tajikistan, Turkmenistan, Uzbekistan
and Ukraine.

“CNMV” refers to the Spanish National Securities Market Regulator (Comision Nacional del
Mercado de Valores).

“Co-Lead Managers” means Banco Bilbao Vizcaya Argentaria, S.A., Bankinter, S.A., Crédit
Agricole Corporate and Investment Bank, JB Capital Markets, S.V., S.A.U., Natixis, Nmas1 Equities
Sociedad de Valores, S.A. and Société Générale.

“Company” means Talgo, S.A., a company incorporated under the laws of Spain in Madrid on
September 30, 2005 pursuant to a notarized public deed of incorporation, under number 98 of the
public notary’s official records and registered with the Commercial Registry of Madrid in volume
25,792, page 157 and sheet M-369414, and holder of Spanish tax identification number A-
84453075, with registered office at Paseo del Tren Talgo 2, Las Matas, 28290 Madrid (Spain) and
phone number +34 916313800.

“Consorcio Espafiol Alta Velocidad Meca Medina, S.A.” refers to the company incorporated on
November 2, 2011, by Administrador de Infraestructuras Ferroviarias (ADIF), Cobra Instalaciones y
Servicios Intemacional, S.L., Consultrans, S.A.U., S.A. de Obras y Servicios, COPASA, Dimetronic,
S.A., Imathia Construccion, S.L., Instalaciones Inabensa, S.A., Indra Sistemas, S.A., Ingeniera y
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Economia del Transporte, S.A., Obrascon Huarte Lain, S.A., Renfe-Operadora and Patentes Talgo,
S.L.U. for the purpose of taking decisions, the collection of proceeds and re-invoicing expenses
regarding Phase II of the Haramain High Speed Rail Project.

“Euroclear” means Euroclear Bank, S.A./N.V., as operator of the Euroclear System.

“Directors” refers to the members of the Board of Directors.

“EEA” means the European Economic Area.

“EIB” means the European Investment Bank.

“EU” refers to the European Union.

“EU-IFRS” refers to the International Financial Reporting Standards, as adopted by the EU.
“Exchange Act” refers to the U.S. Securities Exchange Act of 1934, as amended.

“FSMA” refers to the Financial Services and Markets Act 2000.

“GDP” refers to Gross Domestic Product.

“Group” or “Talgo” refer to Talgo, S.A. and its consolidated subsidiaries.

“Iberclear” refers to Sociedad de Gestion de los Sistemas de Registro, Cooperacion y Liquidacion de
Valores, S.A.U.

“Initial Offer Shares” refers to 61,574,805 shares of the Company, each with a nominal value of
€0.301, offered in the Offering.

“Joint Global Coordinators” means Banco Santander, S.A., J.P. Morgan Securities plc and Nomura
International plc.

“KTZ” means Kazakhstan Temir Zholy, the national railway company of Kazakhstan.
“Latam” means Latin America.

“Management Incentive Plan” means the management incentive plan referred to in “Management
and Board of Directors — Management Compensation — Management Incentive Plan”.

“Managers” means each of the Joint Global Coordinators and each of the Co-Lead Managers.
“Member State” refers to any state of the European Economic Area.

“MEA” means the Middle East and Africa.

“Minority Selling Shareholders” refers to Talgo’s shareholders referred to in “Principal and Selling
Shareholders” other than Pegaso Transportation International, S.C.A., MCH Iberian Capital Fund III,
F.C.R. and MCH Inversiones Industriales, S.a.r.l.

“NAFTA” means the North American Free Trade Agreement.

“Offer Shares” means the Initial Offer Shares together with the Over-allotment Shares, if any.
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“Offering” means the initial offering by the Selling Shareholders of the Initial Offer Shares,
representing 45 per cent of the total number of Shares of the Company.

“Offering Price” means the price of the Offering.

“Offering Price Range” means the indicative price range of the Offering, which will be between
€9.00 and €11.50 per Offer Share, as determined by the Company, the Selling Shareholders, and the
Managers.

“Over-allotment Option” means the option that the Selling Shareholders will grant to the Joint Global
Coordinators on behalf of the Managers to purchase the Over-allotment Shares in connection with the
Offering.

“Over-allotment Shares” mean the additional Shares representing up to 10 per cent of the Initial Offer
Shares to cover over-allotments, if any, and short positions resulting from stabilization transactions.

“Patentes Talgo, S.L.U.” or “Patentes Talgo” refers to the wholly-owned subsidiary of Talgo, S.A.
that conducts all of the Group’s business.

“Prospectus Directive” means Directive 2003/71/EC of November 4, 2003 (and amendments thereto,
including Directive 2010/73/EU), and includes any relevant implementing measure in each relevant
member state of the EEA.

“Prospectus Rules” refers to the prospectus rules and Annexes I, III and XXII set out in Commission
Regulation (EC) No 809/2004 (and amendments thereto, including Commission Delegated
Regulation (EU) 486/2012 and Commission Delegated Regulation (EU) 862/2012) enacted in the
European Union.

“Return on Capital Employed (ROCE)” means the Operating profit divided by the capital employed
(sum of equity and debt liabilities)

“QIBs” refers to qualified institutional buyers within the meaning of Rule 144A under the Securities
Act.

“Regulation S” refers to Regulation S under the Securities Act.

“Relevant Member State” refers to each member state of the European Economic Area that has
implemented the Prospectus Directive.

“R&D” refers to research and development.

“Rule 144A” refers to Rule 144A under the Securities Act.

“RZD” refers to the Russian Railways operator.

“Securities Act” refers to the United States Securities Act of 1933, as amended.

“Senior Managers” or “Senior Management” means those managers referred to in section
“Management and Board of Directors-Senior Management”.

“Shares” refers to all the shares of the Company, with a par value of €0.301 per share.

“Spain” refers to the Kingdom of Spain.
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“Spanish Companies Act” means Real Decreto Legislativo 1/2010, de 2 de julio, por el que se
aprueba el texto refundido de la Ley de Sociedades de Capital.

“Spanish Securities Markets Act” means Ley 24/1988, de 28 de julio, del Mercado de Valores.
“Spanish Stock Exchanges” refers to the Madrid, Barcelona, Bilbao and Valencia stock exchanges.
“SRO” means the national railway company of Arabia.

“Stabilizing Manager” refers to J.P. Morgan Securities plc. and any of its agents.

“Stabilization Period” refers to the period commencing on May 7, 2015 and ending on June 5, 2015
in which stabilization transactions may be carried out.

“UN” refers to United Nations.

“Underwriters” means Banco Santander, S.A., J.P. Morgan Securities plc., Nomura International plc,
Banco Bilbao Vizcaya Argentaria, S.A., Bankinter, S.A., Crédit Agricole Corporate and Investment
Bank, JB Capital Markets, S.V., S.A.U., Natixis and Société Générale.

“UNIFE” means Union des Industries Ferroviaires Européennes, the Association of the European
Rail Industry.

“United Kingdom” or “UK” refers to the United Kingdom of Great Britain and Northern Ireland.
“United States” or “US” refers to the United States of America, its territories and possessions, any

state of the United States of America, the District of Columbia and all other areas subject to its
jurisdiction.
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PRESENTATION OF FINANCIAL INFORMATION
General

The Company prepares its financial statements in euros. The euro is the currency of the member states
of the European Union, including Spain, that form part of the Economic and Monetary Union.

As used in this document, the term “billion” means one thousand million (1,000,000,000).

Certain monetary amounts and other figures included in this document have been subject to rounding
off. Any discrepancies in tables between the totals and the amounts listed are due to rounding off.

In addition, certain percentages shown in the tables in this document reflect calculations based upon
the underlying information prior to rounding off and, accordingly, may not conform exactly to the
percentages that would result if the relevant calculation were based upon the rounded off figures.

Audited Annual Consolidated Financial Statements

The Group’s Audited Consolidated Financial Statements as at and for the years ended December 31,
2012, 2013 and 2014 (the “Audited Annual Consolidated Financial Statements”) have been
prepared in accordance with International Financial Reporting Standards as adopted by the European
Union (“EU-IFRS”).

The Audited Annual Consolidated Financial Statements for the year ended December 31, 2012 were
audited by PricewaterhouseCoopers Auditores, S.L. and for the years ended December 31, 2013 and
2014 were audited by Deloitte, S.L. as stated in each of their unqualified reports.

The Audited Annual Consolidated Financial Statements are included elsewhere in this document and
will also be available on the Company’s website (www.talgo.com) upon Admission. The Audited
Annual Consolidated Financial Statements in Spanish are incorporated by reference herein and are
available on the CNMV's website (www.cnmv.es), and will also be available on the Company’s
website (www.talgo.com) upon Admission. The Audited Annual Consolidated Financial Statements
are originally drafted in Spanish. In the event of any discrepancy between the English and the Spanish
versions, the latter will prevail.

The Group’s Audited Annual Consolidated Financial Statements for the year ended December 31,
2014 (the “2014 Audited Consolidated Financial Statements”) were formally prepared
(“formuladas’) by the Directors of the Company at the Board of Directors meeting held on March 24,
2015 and have been approved by the general shareholders” meeting held on March 28, 2015.

Audited Annual Stand-Alone Financial Statements

The Company’s Audited Stand-Alone Financial Statements as at and for the years ended December 31,
2012, 2013 and 2014 (the “Audited Annual Stand-Alone Financial Statements”) have been
prepared in accordance with the Spanish General Accounting Plan (“Plan General Contable™).

The Audited Annual Stand-Alone Financial Statements for the year ended December 31, 2012 were
audited by PricewaterhouseCoopers Auditores, S.L. and for the years ended December 31, 2013 and
2014 were audited by Deloitte, S.L. as stated in each of their unqualified reports.



The Audited Annual Stand-Alone Financial Statements in Spanish are incorporated by reference herein
and are available on the CNMV’'s website (www.cnmv.es) and will also be available on the
Company’s website (www.talgo.com) upon Admission.

The Company’s Audited Annual Stand-Alone Financial Statements for the year ended December 31,
2014 (the “2014 Audited Stand-Alone Financial Statements”) were formally prepared
(“formuladas’) by the Directors of the Company at the Board of Directors meeting held on March 24,
2015 and have been approved by the general shareholders” meeting held on March 28, 2015.

Non-EU-IFRS Measures (unaudited)

In addition to the financial information presented herein and prepared according to EU-IFRS, the
Group has included some financial measures, which have been extracted or derived from the
accounting records of the Group, including “Adjusted EBIT”, “EBITDA”, “Adjusted EBITDA”,
“Working Capital”, “Order Intake”, “Backlog”, “EBIT/Employee”, “EBIT/production site”, “3 year
average EBIT Margin” and “Adjusted Cash Flow”. The Group has presented these non-EU-IFRS
financial measures, which are unaudited, because it believes they may contribute to a fuller
understanding of the Group’s results of operations by providing additional information on what the
Group considers being some of the drivers of the Group’s financial performance.

These measures are not defined by EU-IFRS and may be presented on a different basis than the
financial information included in the Audited Annual Consolidated Financial Statements. Accordingly,
they may differ significantly from similarly titled information reported by other companies, and may
not be comparable. Investors are cautioned not to place undue reliance on these non-EU-IFRS
financial accounting measures, which should be considered supplementary, and not a substitute for, the
financial information prepared in accordance with EU-IFRS included elsewhere in this document.

Market and industry information

Market data and certain industry forecast data used in this document was obtained from internal
surveys, reports and studies, where appropriate, as well as market research, publicly available
information and industry and government publications. Industry and government publications
generally state that the information they contain has been obtained from sources believed to be
reliable, however the accuracy and completeness of such information is not guaranteed. Similarly,
estimates and market research, while believed to be reliable and accurately extracted by Talgo for the
purposes of this document, have not been independently verified.

Where information contained in this document has been sourced from a third party, the Company
confirms that such information has been accurately reproduced and, so far as they are aware and have
been able to ascertain from information published by third parties, no facts have been omitted which
would render the reproduced information inaccurate or misleading. Where information in this
document has been sourced from third parties, the source of such information has been clearly stated
adjacent to the reproduced information.

Forward-looking statements

This document does not include any profit forecast or profit estimate pursuant to section 13 of Annex I
of Commission Regulation (EC) No 809/2004. However, it does include forward-looking statements
that reflect Talgo’s intentions, beliefs or current expectations and projections about its future results of
operations, financial condition, liquidity, performance, prospects, anticipated growth, strategies, plans,
opportunities, project completion dates, costs and the industry in which Talgo operates. Forward-
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looking statements involve all matters that are not historical fact. Talgo has tried to identify those
forward-looking statements by using the words “may”, “will”, “would”, “should”, “expect”, “intend”,
“estimate”, “anticipate”, “project”, “believe”, “seek”, “plan”, “aim”, “objective”, “goal”, “strategy”,
“target”, “budgeted”, “continue” and similar expressions or their negatives. These forward-looking
statements are based on numerous assumptions regarding Talgo’s present and future business and the
environment in which Talgo expects to operate in the future. Forward-looking statements may be
found in sections of this document entitled “Risk Factors”, “Operating and Financial Review”,

“Industry Overview”, “Business” and elsewhere.
ry s

These forward-looking statements are subject to known and unknown risks, uncertainties and
assumptions and other factors that could cause Talgo’s actual results of operations, financial condition,
liquidity, performance, prospects, anticipated growth, strategies, plans, opportunities or project
completion dates and costs, as well as those of the markets Talgo serves or intends to serve, to differ
materially from those expressed in, or suggested by the forward-looking statements. Actual results
may differ materially from those described in the forward-looking statements and, therefore, undue
reliance should not be placed on any of such statements.

Risks and uncertainties that could cause actual results to vary materially from those anticipated in the
forward-looking statements included in this document include those described in “Risk Factors™.

Additional risks that the Company may currently deem immaterial or that are not presently known
could also cause the forward-looking events discussed in this document not to occur. Readers should
not place undue reliance on any forward-looking statements, which refer only to the date of this
document. Except as otherwise required by Spanish, US federal and other applicable securities laws
and regulations and by any applicable stock exchange regulations, the Company expressly disclaims
any obligation or undertaking to notify any updates or revisions to any forward-looking statement
contained herein, to reflect any change in the Company’s expectations with regard thereto, or any other
change in events, conditions or circumstances upon which any such statement is based.

The Managers and the Selling Shareholders assume no responsibility or liability for, and make no
representation, warranty or assurance whatsoever in respect of any of the forward-looking statements
contained in this document.

Backlog

Backlog is an unaudited measure used by Talgo to account for the contractual amount payable to it
when awarded a contract (see “Operating and Financial Review-Conversion of Backlog into
turnover”).
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SUMMARY

Summaries are made up of disclosure requirements known as “Elements”. These Elements are
numbered in Sections A — E (A.1 - E.7).

This summary contains all the Elements required to be included in a summary for this type of securities
and company. Because some Elements are not required to be addressed, there may be gaps in the
numbering sequence of the Elements.

Even though an Element may be required to be inserted in the summary because of the type of securities
and company, it is possible that no relevant information can be given regarding the Element. In this case
a short description of the Element is included in the summary with the mention of ‘not applicable’.

SECTION A- INTRODUCTION AND WARNINGS

Al Warning to This summary should be read as an introduction to the document. Any
investors decision to invest in the shares of Talgo, S.A. (the “Shares” and the
“Company”, respectively) should be based on the consideration of the
document as a whole by the investor. Where a claim relating to the information
contained in the document is brought before a court, a plaintiff investor may,
under the national legislation of the member state of the European Economic
Area (“EEA”) have to bear the costs of translating the document before legal
proceedings are initiated. Civil liability attaches only to those who have tabled
this summary including any translation thereof, but only if the summary is
misleading, inaccurate or inconsistent when read together with the other parts
of the document or does not provide, when read together with the other parts
of the document, key information in order to aid investors when considering
whether or not to invest in the Shares.
A2 Information on | Not applicable.
financial
intermediaries | No consent has been given by the Company or any person responsible for
drawing up this document to use this document for subsequent sale or
placement of securities by financial intermediaries.
SECTION B- COMPANY
B.1 Legal and The legal name of the Company is Talgo, S.A. and the global brand name of
commercial the Company and its subsidiaries (“Talgo” or the “Group”) is Talgo.
name
B.2 Domicile/legal The Company is a public limited company (“sociedad anonima”) incorporated
form/legislation/ | in and subject to the laws of the Kingdom of Spain. The Company’s registered
country of address is Paseo del Tren Talgo 2, Las Matas, 28290 Madrid.

incorporation




B.3

Current
operations/
principal
activities and
markets

Talgo is a specialized rolling stock engineering company focused on
designing, manufacturing and servicing technologically differentiated, fast,
lightweight trains.

Talgo currently serves the global Very High Speed, High Speed and Passenger
Coaches markets and is planning to expand into the Regional Commuter trains
market.

Talgo’s main business segments are: (i) Rolling stock, which includes both:
(a) Manufacturing: engineering and manufacturing of rolling stock, acting as
a system integrator and prime contractor and undertaking aluminum welding
of the trains; and (b) Maintenance services: services required for a proper
functioning of the trains, including repairs, cleaning, accessories, etc.; and (ii)
Maintenance equipment and other: manufacturing of train maintenance
equipment, with proprietary technology products sold to train operators
worldwide. On average, during the 2012-2014 period, 60% of Talgo’s net
turnover was generated by its manufacturing division, 35% in maintenance
services division and 5% from other activities including the sale of
maintenance equipment and other activities.

As at the date of this document, Talgo has sold rolling stock and signed
maintenance services contracts in both developed and emerging economies,
including Saudi Arabia, Kazakhstan, Russia, Uzbekistan, Germany and the
United States which complement its position in the highly competitive
domestic Spanish market (in all these countries Talgo has also sold
maintenance equipment). Other countries in which Talgo has sold maintenance
equipment include Switzerland, India, Mexico, Brazil, Peru, Argentina,
France, UK, Italy, Poland, Norway, Ukraine, and Algeria, among other
countries. As at December 31, 2014, Talgo had manufacturing plants in Spain,
offices and operated in maintenance workshops in Spain, the United States,
Germany, Uzbekistan and Kazakhstan and commercial agents and offices in
Chile, Turkey, Saudi Arabia, India and Russia.

As at December 31, 2014, Talgo’s backlog (i.e. the unaudited measure used by
Talgo to account for the contractual amount payable to it when awarded a
contract less the portion already recorded as net turnover) amounted to €3,692
million, representing more than nine times its 2014 net turnover. As at
December 31, 2014, 77% of Talgo’s backlog came from its international
activities. In recent years, a significant proportion of Talgo’s growth has arisen
from international expansion, with landmark orders won in Saudi Arabia,
Kazakhstan and Russia. Talgo’s average annual order intake (i.e. the value of
new project orders received during a given year) amounted to €483,956
thousand per annum in 2012-2014, with over 90% of manufacturing orders
since 2012 coming from international customers.

One of Talgo’s key competitive advantages is its unique suite of seven
differentiated engineering technologies. Talgo designs innovative solutions for
railway operators that require minimal infrastructure investment and aims to
provide low life-cycle costs, increased safety, short journey times and
comfortable units for rail passengers.

The provision of maintenance services to Talgo’s entire installed base of




approximately 2,531 coaches and 191 power heads as at December 31, 2014,
is a key component of Talgo’s business model, which requires limited
associated capital expenditure and provides enhanced proximity to Talgo’s
customers. In addition to providing maintenance services for Talgo’s own
rolling stock equipment (Talgo maintains 100% of the trains it has
manufactured), Talgo also provides maintenance services to part of the non-
Talgo fleet of Deutsche Bahn, the state-owned and principal rail operator in
Germany. Talgo has signed contracts under which the Company will provide,
over the next four years, maintenance services to 1,376 additional coaches and
72 additional power heads.

Talgo is currently in active commercial discussions or competing for projects
on a worldwide basis. Talgo is currently involved in commercial discussions in
over 25 countries in Western Europe, Eastern Europe, Russia, Central Asia,
Africa-Middle East-Asia and the Americas.

Talgo operates a scalable, flexible and asset-light business model relying on
design, engineering and manufacturing expertise. Capital-intensive operations
carried out by Talgo are generally restricted to strategic and safety critical
components and processes, with the majority of non-critical capital-intensive
operations outsourced to ensure full manufacturing flexibility.

The following table shows Talgo’s net turnover for the years ended December
31, 2012, 2013 and 2014 corresponding to the “Rolling Stock” and
“Maintenance Equipment and Other” segments in Spain, rest of Europe,
United States, Middle-East and North-Africa and Commonwealth of
Independent States (CIS):

2012 2013 2014

(€ thousand) (€ (€

thousand) thousand)

Spain 137,406 118,035 106,143
Rest of Europe 18,253 16,370 11,125
United States 26,676 9,849 7,403
Middle East and North Africa 18,169 41,729 103,841
Commonwealth of Independent 129,414 140,736 155,799
Total 329,918 326,719 384,311

B4

Significant
recent trends
affecting the
Group and the
industries in
which it
operates

Talgo is not aware of any significant recent trends influencing Talgo and the
industries in which it operates, notwithstanding the risk factors described
elsewhere in this Summary.

Save as described in the paragraphs below, there has been no significant
change in Talgo’s financial or trading position since December 31, 2014, the
date on which the last audited consolidated information on Talgo contained
herein was prepared.

Contract with the Saudi Arabia railway operator (SRO) to provide
additional trains

In March 2015, Talgo was awarded by the Saudi Arabia railway operator




(SRO) a tender to provide six High Speed trains for €176 million.

Potential acquisition of a 51% stake in Tulpar- Talgo LLP and signing of
a new Regional Commuter manufacturing agreement

Talgo is currently at an advanced stage of negotiations with KTZ both to
acquire a 51% stake in Tulpar-Talgo LLP (“Tulpar”), a Kazahkstan
corporation owned by KTZ whose sole activity is the purchase and further
assembly of Talgo trains for the delivery to the KTZ, and to enter into a
contract under which Talgo would manufacture Regional Commuter trains. As
of the date of this document, the Company indirectly owns 0.00074% of
Tulpar (as Talgo was diluted in a capital increase executed by Tulpar in 2012).

Talgo estimates that the acquisition price would amount to between €30,000
thousand and €35,000 thousand.

Loan agreement granted by Banco Santander S.A.

On April 16, 2015, the Company and its subsidiary Patentes Talgo, S.L.U.
entered into a loan finance agreement with Banco Santander, S.A., for a total
amount of €100,000 thousand.

New credit line facilities granted, among others, by Caixabank, S.A.,
Bankia, S.A. and Bankinter, S.A.

As of the date of this document, Talgo has agreed new credit line facilities,
with financial entities comprising, among others, Caixabank, S.A., Bankia,
S.A. and Bankinter, S.A., for the ordinary course of Talgo’s business for a
total amount of €130,000 thousand available (1 year revolving and interests
payable is referenced to EURIBOR plus an applicable margin of 100 basis
points), none of which are drawn down. Of these new credit line facilities,
€70,000 thousand have already been signed.

B.S

Group structure

The Company is a holding company with no employees and no direct
operations, which conducts all of its business through a wholly-owned
subsidiary of the Company, Patentes Talgo, S.L.U. The Group is formed by
nine directly and indirectly controlled subsidiaries, whose operations and
activities have been described in item B.3 above.

The following table shows the Company and its material subsidiaries:

Talgo, S.A.

Patentes Talgo S.L.U.

¥ ¥ 3 3
| Palentes | Cor TALGD
Talgo Talgo |Talgo Bosnia 1 NSOICIo. 2
a i | Talge Rus Talgo |Espariol Alta Demiryolu
Bk gf:hicmm gaLzamarI. ﬁrﬁwa |eo0 Tashkent | Velocidad Aractari Uretim
etk |51% uec | Mecca-Medina, Ve Bakim A5
e i Ik | 100% |S.A 16.79% 100%
h |
Tulpar-Talgo
LLP
(=1%)




B.6

Selling
shareholders

Pegaso Transportation International S.C.A., MCH Iberian Capital Fund III,
FCR, MCH Inversiones Industriales, S.a.r.l. and the Minority Selling
Shareholders.

On the date hereof, the Selling Shareholders hold 100 per cent of the
Company’s share capital and voting rights and, therefore, control the
Company.

The following table sets forth certain information with respect to the
ownership of the Shares prior to the Offering and after the Offering assuming
full execution of the Offering and full exercise of the Over-allotment Option.

Prior to the Offering After the Offering
Number of Number of
Shares
Shares owned
Number of owned .
Shares (assuming a (assuming
Owner . % T % no exercise %
beneficially full exercise of the
owned of the Over-
Over-
allotment
Option) allotment
P Option)

Pegaso Transportation
International SCA
MCH Iberian Capital Fund
111, FCR
MCH Inversiones
Industriales, S.a.r.l.

Total Minority Shareholders | 27,744,000 | 20.28% | 14,010,720 10.24% 15,259,200 | 11.15%

86,963,300 | 63.55% | 43,916,466 32.09% | 47,829,815 | 34.95%

10,533,800 7.70% 5,319,569 3.89% 5,793,590 4.23%

11,591,800 8.47% 5,853,859 4.28% 6,375,490 4.66%

TOTAL 136,832,900 | 100.00% | 69,100,614 | 50.50% | 75,258,095 | 55.00%

All the Selling Shareholders, the Company and certain Senior Managers have
entered into a shareholder’s agreement (the “Talgo SHA”) in order to regulate
the relation of the Selling Shareholders as shareholders of Talgo, S.A., with
effect from Admission

Among the most relevant clauses, the Talgo SHA includes (i) rights of first
refusal in non-material transfers of Shares to all parties to the Talgo SHA, (ii)
the orderly sale of Shares by its shareholders, other than those contemplated
for the right of first refusal (iii) tag-along rights to all parties to the Talgo SHA
in relation to transfers other than non-material transfers (as defined in the
Talgo SHA) and (iv) a drag-along right to Pegaso Transportation International,
S.C.A. in the event of a sale strategically beneficial for the Company.

The Talgo SHA will expire the earlier of (i) the date on which two years have
elapsed since the date of Admission and (ii) the date on which Pegaso
Transportation International, S.C.A. ceases to hold a significant stake in the
Company (3 per cent. or more of the Company’s share capital according to
legislation in force).

In addition, the Talgo SHA establishes certain undertakings regarding the
“sense of vote” on any appointment and removal of directors and / or members
of the aforementioned committees remain in full force and effect.

The Company and Pegaso Transportation International S.C.A., MCH Iberian




Capital Fund III, FCR and MCH Inversiones Industriales, S.a.r.l. (shareholders
of the Company with a stake representing 79.72 per cent. of the Company’s
share capital prior to the Offering), consider that the Company should be
excluded from the Talgo SHA. In this regard, each of the abovementioned
signatories of the Talgo SHA undertakes to make their best efforts to reach an
agreement with the majority of the Minority Selling Shareholders as soon as
practicable, and in any event, prior to Admission, in order to exclude the
Company as party to the Talgo SHA and therefore to amend the Talgo SHA.

B.7

Summary of
historical
audited key
financial
information

Summary audited consolidated income statement data

The following table sets out Talgo’s summary audited consolidated income
statement for the years ended December 31, 2012, 2013 and 2014.

For the year ended December, 31

2012 2013 2014
(€ thousand) (€ thousand) (€ thousand)

Net turnover 329,918 326,719 384,311
Other income 628 1,157 2,281
Stock variation for work-in- 583 (1,354) 5,249
progress and finished goods
Work performed and capitalized 18,935 17,040 8,380
by the Company
Procurement costs (141,896) (136,950) (180,809)
Personnel costs (90,037) (92,770) (104,556)
Other operating expenses (52,794) (66,127) (47,698)
Amortization and depreciation (5,872) (7,210) (16,811)
charge
Loss on disposal of fixed assets - (82) (1)
Other results 293 (233) 530
Impairment and result of loss of 1,264 -
significant influence over
holdings in equity or joint
control over a multigroup
company
Operating profit 61,022 40,190 50,876
Net financial result (13,400) 3,612 (5,411)
Profit before tax 47,622 43,802 45,465
Income tax charge (10,791) (12,821) (6,981)
Profit for the year 36,831 30,981 38,484

Net turnover

Net turnover for 2013 was €326,719 thousand, a decrease of approximately
1.0% in comparison to net turnover of €329,918 thousand in 2012. In 2013, net
turnover from Talgo’s Rolling Stock segment was €306,370 thousand, a
decrease of approximately 1.5% when compared to the €310,918 thousand in
2012. This decrease was partially offset by the increase in net turnover from
Talgo’s Maintenance equipment and Other segment, which increased by 7.1%
from €19,000 thousand in 2012 to €20,349 thousand in 2013. This increase
was primarily due to the sale of spare parts.

Net turnover for 2014 was €384,311 thousand, an increase of 17.6% compared
to €326,719 thousand for 2013, driven by an increase in activity in 2014
related to Saudi Arabia (the first train under the contract was delivered in
December 2014), Kazakhstan (Talgo manufactured 16 additional cars of the




420) and Russia manufacturing projects.
Work performed and capitalized by the Company

Work performed and capitalized in 2013 amounted to €17,040 thousand, as
compared to €18,935 thousand in 2012. This decrease of 10.0% was primarily
due to the development of the AVRIL project.

Work performed and capitalized by the Company for 2014 amounted to €8,380
thousand, as compared to €17,040 thousand for 2013. This decrease of 50.8%
was primarily due to the finalization of the development of the AVRIL project.

Procurement costs

Procurement costs in 2014 were €180,809 thousand, an increase of 32.0% as
compared to €136,950 thousand in 2013. In 2014, the increase of Talgo’s
procurement costs was primarily attributable to an increase in activity relating
to assembly of third party components used in the Mecca-Medina
manufacturing project.

Amortization and Depreciation charge

Talgo’s amortization increased from €5,872 thousand in 2012 to €7,210
thousand in 2013 and to €16,811 thousand in 2014. The increase in 2014 was
primarily due to the amortization of AVRIL project of €7,586 thousand and
the increase in 2013 with respect to 2012 was primarily due to the amortization
of the new investments in Rivabellosa and Las Matas II manufacturing
facilities.

Audited consolidated balance sheet data

The following table sets out Talgo’s summary audited consolidated balance
sheet for the years ended December 31, 2012, 2013 and 2014.

As at December 31,
2012 2013 2014
(€ thousand) (€ thousand) (€ thousand)

ASSETS
NON-CURRENT ASSETS
Tangible fixed assets 49,143 64,743 70,898
Intangible assets 33,099 71,314 66,156
Goodwill 112,439 112,439 112,439
Investment in associates 4 10 10
Deferred tax assets 13,368 14,892 13,955
Other financial assets 2,398 11,409 3,664
210,451 274,807 267,122
Current assets
Non-current assets held for sale - - 6,114
Stock 36,195 49,428 71,723
Customers and other accounts 169,708 113,644 158,470
receivable
Other financial assets 529 131 167
Assets accruals 1,000 2,508 1,803
Cash and cash equivalents 12,471 95,986 87,910
219,903 261,697 326,187
TOTAL ASSETS 430,354 536,504 593,309




As at December 31,
2012 2013 2014
(€ thousand) (€ thousand) (€ thousand)

EQUITY

Capital and reserves attributable to
owners of the Parent Company

Share capital 41,187 41,187 41,187
Share premium 68,451 68,451 68,451
Other reserves 174 101 2,608
Retained earnings 36,992 68,405 106,855
Other equity instruments 2,516 12,152 30,512
149,320 190,296 249,613
Non-controlling interests - - -
Total equity 149,320 190,296 249,613
LIABILITIES
Non-current liabilities
Borrowings 63,807 72,767 73,809
Deferred tax liabilities 6,663 6,108 3,565
Provisions for other liabilities and 7,710 12,278 22,910
charges
Government grants 1,709 2,143 5,101
79,889 93,296 105,385
Current liabilities
Suppliers and other payables 166,511 235,829 222,245
Current tax liabilities 1,215 55 125
Borrowings 24,021 2,586 12,379
z’;(;;/;zisons for other liabilities and 9,398 14,442 3.562
201,145 252,912 238,311
Total liabilities 281,034 346,208 343,696
Total equity and liabilities 430,354 536,504 593,309

Intangible assets

Intangible assets, as at December 31, 2012, 2013 and 2014, amounted to
€33,099 thousand, €71,314 thousand and €66,156 thousand, respectively
(which represented an increase of 115.46% and a decrease of 7.23%
respectively). In addition, Talgo's total investments in intangible assets for the
same years amounted to €16,035 thousand, €15,407 thousand and €6,221
thousand, respectively. These figures corresponded to 4.9%, 4.7% and 1.6% of
net turnover during each of such years, respectively. The primary factor
responsible for the decrease was the development of the AVRIL prototype.

Goodwill

Goodwill, as at December 31, 2012, 2013 and 2014, amounted to €112,439
thousand. This figure was originated as a consequence of the acquisition of
Patentes Talgo, S.A. by Patentes Talgo, S.L. in 2006 and was recognized for
accounting purposes after the merger of both companies in 2008.

Borrowings

On December 18, 2012, Talgo opened several credit facilities with different




financial entities for up to €90,000 thousand. As at December 31, 2014 and
2013, the Group had credit facilities for an amount of €20,000 thousand, and
€35,000 thousand, respectively, with no amounts drawn-down from these
credit facilities on either date.

On December 19, 2012, Patentes Talgo, S.L.U. entered into a finance
agreement with the European Investment Bank, for an amount of up to
€50,000 thousand. At December 31, 2013, €40,000 thousand had been drawn
down and the full €50,000 thousand had been drawn down at December 31,
2014.

Capitalization and indebtedness as at February 28, 2015 and December
31,2014

The following table sets out Talgo’s cash and cash equivalents, current
borrowings and capitalization as at February 28, 2015 and as at December 31,
2014:

February 28, December 31,
2015 2014
(€ thousand) (€ thousand)
A. Total Current liabilities 250,122 238,311
Guaranteed - -
Secured - -
Unguaranteed/ Unsecured 250,122 238,311
B. Total Non-Current liabilities 105,008 105,385
Guaranteed 18,059 20,716
Secured - -
Unguaranteed/ Unsecured 86,949 84,669
C. Shareholder’s equity: Capital and
reserves attributable to the owners of 257,825 249,613
the Parent Company
Share capital 41,187 41,187
Legal Reserve 8,237 6,924
Share premium, other reserves,
retained earnings, other equity 208,401 201,502
instruments and net income
TOTAL (A+B+C) 612,955 593,309
D. Cash 33,262 47,927
E. Cash equivalent' 39,983 39,983
F. Trading securities - -
G. Cash and cash equivalents (D+E+F) 73,245 87,910
H. Other financial assets 158 167
I. Current Debt with credit institutions 10,153 10,231
J. Current portion of non-current liabilities - -
K. Current Finance lease creditors 685 685
L. Current Financial liabilities (I+J+K) 10,838 10,916

! Non-audited figures.

* Audited figures.




M. Net Current Financial Indebtedness

(L-H-G) (62,565) (77,161)
N. Non'-current Debt with credit 42,000 42,000
institutions

0. Bonds Issued - -

P. Non-current Finance lease creditors 423 600
Q. Non-current Financial Indebtedness

(N+O+P) 42,423 42,600
R. Net Financial Indebtedness (M+Q) (20,142) (34,561)

(1) The cash equivalent assets include cash, fixed term deposit and promissory
notes.

As at December 31, 2014 and February 28, 2015 the Total Financial Debt/
Equity ratio was for both periods equal to 0.21 and the Total Net Financial
Debt/ Equity was equal to (0.14) and (0.08), respectively.

The following table sets out Talgo’s cash and cash equivalents, borrowings
and capitalization as at February 28, 2015, as adjusted to give effect to: (i) the
payment of the Management Incentive Plan, (ii) the disbursement of Shares to
the employees in the Offering and the (iii) payment of the advisory costs and
expenses associated of the Offering:

As at February 28, 2015

Adjustments
(€ thousand)
A. Total Current liabilities 250,122
B. Total Non-Current liabilities 205,008
C. Shareholder’s equity*: Capital and reserves attributable to the
owners of the Parent Company 153,728
TOTAL (A+B+C) 608,858
D. Cash and cash equivalents® 28,666
E. Other financial assets 158
F. Current Financial liabilities 10,838
G. Net Current Financial Indebtedness (F-E-D) (17,986)
H. Non-current Financial Indebtedness 142,423
1. Net Financial Indebtedness (G+H) 124,437

(1)  Non-audited figures.

(2)  The shareholders equity takes into account the tax shield arising from the abovementioned
costs

(3) The cash figure does not include the expected tax benefit arising from these payments.
These payments will generate a 28% tax shield on the cost reflected in the 2015 Profit and
Loss statement.

(4) Assuming a (i) disbursement of €135,953 thousand for the Management Incentive Plan
according to the maximum price of the Offering Price Range a (ii) a disbursement of €5,126
thousand for the extraordinary compensation to Talgo’s employees and (iii) €3,500 thousand
costs of the Offering to be paid by the Company.

Assuming a disbursement of €97,944 thousand for the Management Incentive
Plan according to the minimum price of the Offering Price Range, Cash and
cash equivalents will amount to €66,675 thousand, Net Current Financial cash
will amount to €55,995 thousand and Net Financial Indebtedness will amount
to €86,428 thousand.

The Total Financial Debt/ Equity ratio would be equal to 1 and the Total Net
Financial Debt/ Equity would be equal to 0.81.

10




In addition, the following table sets out Talgo’s cash and cash equivalents,
borrowings and capitalization as at February 28, 2015, as adjusted to give
effect to the items reflected in the table above plus the potential disbursement
of the price for the acquisition of Tulpar-Talgo LLP:

As at February 28, 2015"
Adjustments’
(€ thousand)
A. Total Current liabilities 255,222
B. Total Non-Current liabilities 205,008
C. Shareholder’s equity*: Capital and reserves attributable to the 153.728
owners of the Parent Company >
TOTAL (A+B+C) 613,958
D. Cash and cash equivalents4 1,266°
E. Other financial assets 158
F. Current Financial liabilities 15,938
G. Net Current Financial Indebtedness (F-E-D) 14,514
H. Non-current Financial Indebtedness 142,423
1. Net Financial Indebtedness (G+H) 156,937

(1) Non-audited figures.
(2) Assuming a price of acquisition of € 32,500 thousand.

(3) The shareholders equity takes into account the tax shield arising from the abovementioned
costs

(4) The cash figure does not include the expected tax benefit arising from these payments. These
payments will generate a 28% tax shield on the cost reflected in the 2015 Profit and Loss
statement.

(5) Assuming a (i) disbursement of €135,953 thousand for the Management Incentive Plan
according to the maximum price of the Offering Price Range a (ii) a disbursement of €5,126
thousand for the extraordinary compensation to Talgo’s employees and (iii) €3,500 thousand
costs of the Offering to be paid by the Company.

Assuming a disbursement of €97,944 thousand for the Management Incentive
Plan according to the minimum price of the Offering Price Range and a price
of acquisition of Tulpar of €32,500 thousand, Cash and cash equivalents will
amount €34,175 thousand, Net Current Financial cash will amount to €23,495
thousand and Net Financial Indebtedness will amount to €118,928 thousand.

The Total Financial Debt/ Equity ratio would be equal to 1.03 and the Total
Net Financial Debt/ Equity would be equal to 1.02.

For clarification purposes, the table above only reflects the payment of the
average purchase price range (€32,500 thousand) of the potential acquisition
but does not include any estimation of the effect on Talgo’s cash and
capitalization that might follow the completion of the purchase due to the
consolidation of Tulpar-Talgo into the Group.

Summary audited consolidated statement of cash flow data

The following table shows Talgo’s summary audited consolidated cash flows
for the years ended December 31, 2012, 2013 and 2014.

For the year ended December 31,
2012 2013 2014
(€ thousand)  (€thousand) (€ thousand)

Net cash flow generated from

. L (47,853) 154,826 555
operating activities

Net cash used in investing

sotivitios (21,884) (53,202) (23,887)
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Net cash used/(generated) in

financing activities (1,502) (22,238) 15,256
Net (decrease)/ increase in cash,

cash equivalents and bank (71,239) 79,386 (8,076)
overdrafts

B.8 Selected key pro | Not applicable.
forma financial
information

B.9 Profit forecast The Company has chosen not to include profit forecasts or estimates in this
or estimates document.

B.10 | Qualifications The audit reports corresponding to Talgo’s audited consolidated and the
in the audit Company’s stand-alone financial statements for the year ended December 31,
report on 2012 issued by PricewaterhouseCoopers Auditores, S.L. and for the years
historical ended December 31, 2013 and 2014 issued by Deloitte, S.L. are unqualified.
information

B.11 | If the issuer’s Not applicable.
working capital
is not sufficient
for its present
requirements,
an explanation
should be
included

SECTION C- SECURITIES
C.1 Description of The Shares have the ISIN code ES0105065009, allocated by the Spanish
class of the National Agency for the Codification of Securities (“Agencia Nacional de
securities Codificacion de Valores Mobiliarios™), an entity dependent upon the Spanish
Comision Nacional del Mercado de Valores (the “CNMV™). It is expected that
the Shares will be traded on the Madrid, Barcelona, Valencia and Bilbao Stock
Exchanges and quoted on the AQS under the ticker symbol “TLGO”. The
Shares will, on Admission, comprise the entire issued ordinary share capital of
the Company.
C.2 Currency of the | The Shares are denominated in euro.
securities issue
C3 Number of There is only one class of shares in the Company and each Share entitles its
issued and fully | holder to one vote.
paid-up shares On Admission, there will be 136,832,900 Shares of €0.301 nominal value each
in issue. All Shares will be fully paid.
C4 Rights attached | The Shares rank pari passu in all respects with each other, including for voting

to the shares

purposes and in full for all dividends and distributions on Shares declared,
made or paid after their issue and for any distributions made on a liquidation of
the Company.

The Shares grant their owners the rights set forth in the Company’s bylaws and
in the Real Decreto Legislativo 1/2010, de 2 de julio, que aprueba el Texto
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Refundido de la Ley de Sociedades de Capital (as amended, the “Spanish
Companies Act”), such as, among others: (i) the right to attend general
shareholders’ meetings of the Company with the right to speak and vote; (ii)
the right to dividends proportional to their paid-up shareholding in the
Company; (iii) the pre-emptive right to subscribe for newly issued Shares in
capital increases with cash contributions; and (iv) the right to any remaining
assets in proportion to their respective shareholdings upon liquidation of the
Company.

C.5

Description of
restrictions on
free
transferability
of the shares

There are no restrictions on the free transferability of the Shares in the
Company’s bylaws (“estatutos sociales”).

C.6

Applications for
admission to
trading on
regulated
markets

Application will be made to list the Shares on the Spanish Stock Exchanges
and to have them quoted on the AQS. No application has been made or is
currently intended to be made for the Shares to be admitted to listing or trading
on any other exchange.

C.7

Dividend policy

The Company’s dividend policy and the amount of future dividends it decides
to pay, if any, will depend on a number of factors, including, but not limited to,
the Company’s earnings, financial condition, debt servicing obligations, cash
requirements (including capital expenditure and investment plans), prospects,
market conditions and such other factors as may be deemed relevant at the
time. The amount of dividends will be proposed by the Company’s Board of
Directors and determined by its shareholders at general sharecholders’ meetings.

The Company intends to target a dividend of approximately 20-30% of its
consolidated profit after tax, both against interim dividends and/or against
freely available reserves, starting with dividends payments in 2016.

The Company is a holding company with no direct operations, which conducts
all of its business through a wholly-owned subsidiary of the Company
(Patentes Talgo, S.L.U.). The distribution of dividends by the Company will be
also subject to the distribution of dividends by Patentes Talgo, S.L.U.

As of the date of this document, the Company does not have any statutory
limitations, but it does have legal and contractual limitations to pay out
dividends, such as, the credit facility agreement entered into Patentes Talgo,
S.L.U. with EIB, which restricts the distribution of dividends to the Company
as, in any event, cannot exceed 50% of the distributable net results (profits after
taxes) in accordance with the audited consolidated financial statements of
Patentes Talgo, S.L.U. and its subsidiaries.

SECTION D- RISKS

D.1

Key
information on
the key risks
that is specific
to the Group or

Investing in the Company’s Shares involves a high degree of risk. You should
carefully consider the risks and uncertainties described below, together with the
other information contained in this document, before making any investment
decision. Any of the following risks and uncertainties could have a material
adverse effect on Talgo’s business, financial condition and results of
operations. The market price of Talgo’s Shares could decline due to any of
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its industry

these risks and uncertainties and you could lose all or a part of your investment.

Risks Related to Talgo’s Business

The Company will, on or about the date of Admission, use part of its
cash and cash equivalents in a series of non-recurrent transactions that
will impact its capitalization and indebtedness position as at February
28,2015.

Talgo obtains a significant portion of its net turnover from a limited
number of customers.

A significant portion of Talgo’s net turnover comes from medium and
long-term contracts.

Talgo’s results may fluctuate significantly both annually and semi-
annually reflecting the nature of the business as well as changes in the
deliveries schedule of its order book due to changes in costs or
unforeseeable developments could result in a reduction or erosion of
margins.

The level of Talgo’s reported backlog may not be representative of
future sales and its actual sales may fall short of the estimated sales
value attributed to its backlog, due to adjustments and cancellations.

Any failure to raise sufficient capital for its business and operations in a
timely manner may adversely affect Talgo’s financial condition and
results of operations.

Early termination of contracts and failure to obtain replacement
customers could adversely affect the Group’s operations.

In projects requiring a significant amount of working capital, delays in
payments by customers may have a material adverse effect on Talgo’s
business, financial condition and results of operations.

Talgo’s relationships with its joint venture and consortium partners
could be unsuccessful, which could result in a material adverse effect
on its business, financial condition and results of operations.

Talgo relies upon a limited number of suppliers to provide it with raw
materials, systems and components that are critical to its business and
outsources part of its manufacturing and maintenance businesses and
any disruption of these relationships could adversely affect its business,
financial condition and results of operations.

Talgo’s success depends upon its ability to design, manufacture, market
and maintain new products that satisfy evolving market demand.

Volatility in the prices of key raw materials could have an adverse
effect on its operating margins.

Exchange rate fluctuations may have a material adverse effect on its
business, financial condition and results of operations.

Talgo will need to attract, recruit or retain qualified employees in the
different jurisdictions in which it operates and to manage successfully
the relationship with its employees. Otherwise, its operations and ability
to manage the day-to-day aspects of its business will be adversely

14




affected.

Talgo is required to provide several guarantee bonds to customers to
cover potential issues associated with the contracts.

Talgo’s activities could expose it to potentially significant warranty,
product liability, accident or other claims and cause the Company to be
a party to litigation.

Talgo could be unable to procure adequate insurance, or at terns which
are not cost-effective.

Talgo may fail to adequately protect its intellectual property.

Talgo is subject to anti-bribery and anti-corruption laws and regulations
that govern and affect where and how its business may be conducted.

Talgo must comply with strict customer requirements, international
standards and national legislation.

Forward-looking information included in this document may prove
inaccurate.

Risks Related to Talgo’s Industry

Talgo operates in a highly dynamic and competitive industry. If it is
unable to compete effectively with its existing or new competitors, its
business, financial condition and results of operations could be
materially adversely affected.

High Speed rail and other projects in which Talgo is involved may face
opposition by certain individuals or groups, particularly because of
concerns relating to landscape degradation, noise pollution, harm to
animals or other damage to the environment.

Talgo may be adversely affected by competition from other forms of
transportation.

Risks Related to Economic Conditions

Talgo’s business operations could be affected by adverse economic
conditions in one or more of the geographic areas in which it operates
or plans to operate posing business, financial, political and economic
risks.

Talgo’s results of operations are highly dependent upon government
funding at a national and state level.

D.3

Key
information on
the key risks
that is specific
to the shares

Risks Related to the Company’s Shareholding Structure and the Offering

The Selling Shareholders entered into a shareholder’s agreement in
order to regulate their relation as shareholders of Talgo, S.A., including
first refusal, tag-along and drag-along rights and sense of vote.

Pegaso Transportation International, S.C.A. will continue to exercise
significant influence on how the Company’s business is conducted.

The Company is a holding company and its only material sources of net
turnover are and are expected to be dividends, distributions and other
payments from Patentes Talgo, which is subject to certain legal and
contractual restrictions on its ability to pay dividends.
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. The sale of a substantial number of Shares or the perception that such a
sale may take place could adversely affect the price of Talgo’s shares.

. There is no established trading market for the Shares and there can be
no assurance that any active market will develop and volatility of the
stock markets and the market price of the Shares may mean that
investors are not be able to resell their shares at a price equal to or
greater than the Offering price.

. The Offering may be subject to withdrawal and automatic revocation.

. Shareholders in certain jurisdictions other than Spain - EU, including
the United States, may not be able to exercise their preemptive rights to
acquire further shares.

. Shareholders in countries with currencies other than the euro face
additional investment risk from currency exchange rate fluctuations in
connection with their holdings of Talgo shares.

. The ability of shareholders residing outside Spain to effect service of
process on the Company or any of its Directors or officers or to enforce
any foreign court judgments against them may be limited.

. The Offer Shares will not be freely transferable in the United States.

SECTION E- ADMISSION AND THE OFFER

E.1 Total net Pursuant to the Offering, the Selling Shareholders expect to raise gross proceeds
proceeds of the | of between €554.17 million and €708.11 million (assuming the whole sale of the
Offering and Initial Offer Shares and the non-exercise of the Over-allotment Option). The
estimated Company will not receive any proceeds from the sale of the Offer Shares by the
expenses Selling Shareholders.
Due to the difficulty in determining the expenses incurred as at the date of this
document, for purely information purposes, the maximum estimated expenses
(underwriting commissions, fees and expenses) payable by the Selling
Shareholders and the Company in relation to the Offering (VAT excluded,
which shall be added where applicable) amount to approximately €22 million.
E.2 Reasons for the | The Company will not receive any of the proceeds from the sale of Offer Shares
Offering and to be sold by the Selling Shareholders in the Offering.
use of proceeds The Company believes that the Offering will enable the Group to expand the
number of shareholders of the Company and access equity capital markets,
which could allow the Company to improve its financing agreements for the
future development of the Group’s business. In addition, it is expected that the
Offering will enhance the Group’s brand name as a result of it being a listed
company and provide liquidity on the Spanish Stock Exchanges for the shares
held by its shareholders.
E.3 Terms and Pegaso Transportation International S.C.A., MCH Iberian Capital Fund III,
conditions of the | FCR, MCH Inversiones Industriales, S.a.r.l. and the Minority Selling
Offering Shareholders described in “Principal and Selling Shareholders” are offering

61,574,805 ordinary shares with a par value of €0.301 each of Talgo, S.A., to
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qualified investors. The Initial Offer Shares constitute 45% of the existing
outstanding share capital of the Company.

In addition, the Selling Shareholders will grant an option to the Joint Global
Coordinators on behalf of the Managers, exercisable within 30 calendar days
from the date on which the Shares commence trading on the Spanish Stock
Exchanges, to purchase a number of additional Shares representing up to 10% of
the total number of Initial Offer Shares sold by the Selling Shareholders in the
Offering solely to cover over-allotments of Shares in the Offering, if any, and
short positions resulting from stabilization transactions. The Initial Offer Shares
and Over-allotment Shares (if any) are referred to herein as the “Offer Shares”.
The Offer Shares and the remaining outstanding Company shares shall be
referred to as the “Shares”.

The indicative offering price range at which Offer Shares are being sold in the
Offering will be between €9.00 and €11.50 per Offer Share (the “Offering Price
Range”). This price range has been determined based on negotiations between
the Company, the Selling Shareholders and the Managers and no independent
experts have been consulted in determining this price range. The price of the
Offer Shares (the “Offering Price”) will be determined based on negotiations
between the Company, the Selling Shareholders and the Managers, upon the
finalization of the book-building period (expected to occur on or about May 5,
2015) and will be announced through the publication of a relevant fact (“hecho
relevante”™).

The Offering Price Range implies a market capitalization of the Company
totalling between €1,231.5 and €1,573.6 million approximately and the Price
Earning Ratio as at December 31, 2014 is 32.0x and 40.9x.

The Company will purchase from the Selling Shareholders in aggregate between
6,034,147 and 6,474,104 of the Initial Offer Shares at the Offering Price based
on the Offering Price Range to comply with the Management Incentive Plan.
The aggregate number of Shares that the management team will receive
pursuant to the Management Incentive Plan will represent between 4.41% and
4.73% of the Company share capital (after withholding taxes) and the total cost
of the Management Incentive Plan will amount to between €97,944 thousand
and €135,953 thousand.

In addition, the Company will purchase from the Selling Shareholders Initial
Offer Shares at the Offering Price up to a maximum amount of €4,207 thousand
(excluding related €919 thousand that correspond to Social Security expenses)
to compensate Talgo’s employees (excluding executive directors and senior
managers). The aggregate number of Shares that Talgo’s employees will receive
will be between 467,426 and 365,812 of the Initial Offer Shares and will
represent between 0.34% and 0.27% of the share capital of the Company. For
the purpose of settling this compensation, the Company will purchase the
relevant Shares at the Offering.

The aggregate Initial Offer Shares that the Company will purchase at the
Offering will be between 4.75% and 5.00% of the share capital of the Company.
In this regard, the minimum aggregate Initial Offer Shares that the qualified
investors will purchase at the Offering will be 40.00% of the share capital of the
Company.

The Offer Shares have not been and will not be registered under the United
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States Securities Act of 1933, as amended (the “Securities Act”), and are being
offered and sold within the United States only to qualified institutional buyers
(“QIBs”) (as defined in Rule 144A under the Securities Act (“Rule 144A”)) in
reliance on Rule 144A and outside the United States in reliance on Regulation S
under the Securities Act.

The Company, the Selling Shareholders and the Managers will enter into an
underwriting agreement (the “Underwriting Agreement”) with respect to the
Initial Offer Shares and the Over-allotment Shares being sold by the Selling
Shareholders upon the finalization of the book-building period (expected to be
on or about May 5, 2015). Subject to the satisfaction of certain conditions set
out in the Underwriting Agreement and the Underwriting Agreement not being
terminated in accordance with its terms, each of the entities included in the table
below (the “Underwriters”) will agree, severally but not jointly, to procure
purchasers or, failing which, to purchase the number of Initial Offer Shares as is
set forth opposite its name in the following table:

Underwriters % of the Initial Offer
Shares*

Banco Santander, S.A. 27.62191%
J.P. Morgan Securities plc 27.62191%
Nomura International plc 27.62191%
Banco Bilbao Vizcaya Argentaria, S.A. 2.855714%
Bankinter, S.A. 2.855714%
Crédit Agricole Corporate and Investment Bank 2.855714%
JB Capital Markets, S.V., S.A.U. 2.855714%
Natixis 2.855714%
Société Générale 2.855714%
TOTAL 100%

* Excluding Shares to be acquired by the Company at the Offer to settle the
existing Management Incentive Plan and to deliver a package of Shares at no
cost (for free) to Talgo’s employees (excluding executive Directors and Senior
Managers).

Additionally, it is expected that (i) Nmasl Equities Sociedad de Valores S.A.
will enter into the Underwriting Agreement but exclusively as a Manager and
placement agent (i.e. with no underwriting commitment) and will receive
commissions from its placement activities, and (ii) Mercavalor, Sociedad de
Valores, S.A., a wholly-owned subsidiary of Bankinter, S.A. will take part in the
marketing activities of the Offering, although it will not be a party to the
Underwriting Agreement and it will not receive any commissions from the
Selling Shareholders.

The closing date of the Offering or the “Closing Date” (“fecha de operacion
bursatil”) is expected to be on or about May 6, 2015. The Company will make
public the result of the Offering through a relevant fact disclosure (‘“hecho
relevante”) reported to the CNMV on the Closing Date or the following
business day. Under Spanish law, on the Closing Date, investors become
unconditionally bound to pay for, and entitled to receive, the relevant Initial
Offer Shares purchased in the Offering.

Payment by the final investors for the Initial Offer Shares will be made no later
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than the third business day after the Closing Date against delivery through the
facilities of Iberclear of the Initial Offer Shares to final investors, which is
expected to take place on or about May 11, 2015 (the “Settlement Date”). The
Shares are expected to be listed on the Spanish Stock Exchanges and quoted on
the AQS on or about May 7, 2015, under the symbol “TLGO”.

In case of withdrawal or revocation of the Offering, all offers to purchase shall
be cancelled and all purchase orders related to the Offering of the Offer Shares
shall be terminated. Additionally, the Selling Shareholders shall have no
obligation to deliver the Offer Shares and the investors (including, for the
purposes of this section, the Underwriters) shall have no obligation to purchase
the Offer Shares.

In the event that the Offer Shares have already been delivered by the Selling
Shareholders and the purchase price has been paid by the investors, the investors
would be required to return title to the Offer Shares to the Selling Shareholders
and the Selling Shareholders will repurchase the Offer Shares from the holders
of the Shares for an amount equal to moneys paid by the investors in respect of
the sale of the Offer Shares in the Offering, together with interest calculated at
the statutory rate (“interés legal”, currently set at 3.5 per cent) from the date on
which the investors paid for the Offer Shares until the date on which they repay
the purchase price.

E4

Material
interests in the
Offering

As at the date of this document, Nomura International plc, through Nomura
European Investment Limited holds a 25.5% stake in Pegaso Transportation
Investments S.C.A., which in turn holds a 23.9% stake in Pegaso Transportation
International, S.C.A., a Selling Shareholder.

Banco Santander, S.A. is lender under a loan agreement granted to the Company
and Patentes Talgo, as joint and several borrowers, for a total amount of
€100,000 thousand.

E.S

Entities offering
the shares and
lock-up
arrangements

A) Entities offering the Shares
The Selling Shareholders are the entities and individuals offering the Shares.
B) Lock-up arrangements

Pursuant to the terms of the Underwriting Agreement to be entered into between
the Company, the Selling Shareholders and the Managers, the following parties
will be subject to a lock-up for the periods set out below from Admission:

Talg0, S A . 180 days

Directors and management shareholders.....................oooiinn. 360 days

The lock-up agreements are subject to customary exceptions including the sale
of Shares pursuant to the Offering or, in the case of the Company, transfers of
Shares in the context of the implementation by the Company of incentive plans.

E.6

Dilution

As all of the Offering is secondary, it will not involve any dilution effect.

If the Over-allotment Option is exercised in full, following the Offering, the
Selling Shareholders will hold 50.5% of the Company’s share capital and voting
rights.
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If the Over-allotment Option is not exercised, following the Offering the Selling
Shareholders will hold 55% of the Company’s share capital and voting rights.

E.7

Expenses
charged to the
Investors

Notwithstanding any expenses, broker fees or commissions that might be
charged by the participating entities in Iberclear in accordance with their
respective fees (and which are external to the Company), for the purposes of the
transfer of the Shares, the Company will not charge final investors any expense
in addition to the Offering Price.

In addition, purchasers of Offer Shares may be required to pay stamp taxes and
other charges in compliance with the laws and practices of their country of
purchase in addition to the Offering Price.
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RISK FACTORS

You should carefully consider the following risk factors and the other information contained in this
document before making an investment decision. The risks described below are not the only risks that
Talgo faces. Additional risks not presently known to Talgo or that Talgo currently believes to be
immaterial may also materially adversely affect Talgo’s business, financial condition, results of
operations and prospects. The trading price of the Shares could decline due to any of these risks and,
as a result, you may lose part or all of your investment. This document also contains forward-looking
Statements that are based on estimates and assumptions on future events and, as such, are subject to
risks and uncertainties. Actual results could differ materially from those anticipated in such forward-
looking statements, whether as a result of the risks described below and elsewhere in this document or
otherwise.

Prospective investors should note that the risks relating to Talgo, its industry and the Shares are the
risks that the Company believes to be the most essential in an assessment by a prospective investor of
whether to consider investing in the Shares. However, as the risks facing Talgo relate to events and
depend on circumstances that may or may not occur in the future, prospective investors should
consider not only the information on the key risks provided in the Summary of this document but also,
amongst other issues, the risks and uncertainties described below.

Risks Related to Talgo’s Business

The Company will, on or about the date of Admission, use part of its cash and cash equivalents in a

series of non-recurrent transactions that will impact its capitalization and indebtedness position as
at February 28, 2015.

As at February 28, 2015 Talgo’s net financial cash amounted to €20,142 thousand and its cash and
cash equivalents amounted to €73,245 thousand.

After Admission, Talgo’s liquidity will be used for the following purposes (see “Capitalization and
Indebtedness”):

(1) Payment of the Management Incentive Plan: Talgo estimates that the compensation to be paid to
the beneficiaries of the incentive plan will represent between 4.41% and 4.73% of the share capital
of the Company (after withholding taxes) and amount to between €97,944 thousand and €135,953
thousand, which will be used both in acquiring Shares and paying withholding taxes on behalf of
the Chairman, the CEO and Senior Management. For the purpose of settling the incentive plan, the
Company will purchase the relevant Shares at the Offering.

(11) Disbursement of Shares to the employees in the Offering: Talgo estimates that this extraordinary
compensation to Talgo’s employees will amount to a maximum of €5,126 thousand (of which
€919 thousand correspond to Social Security expenses) and will represent between 0.34% and
0.27% of the share capital of the Company. For the purpose of settling this compensation, the
Company will purchase the relevant Shares at the Offering.

(ii1) Advisory costs and expenses associated to the Offering: As per the estimates included in section
“Plan of Distribution-Other relationships-Olffering expenses”, the costs of the Offering to be paid
by the Company will amount up to a maximum of €3,500 thousand.
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In addition, as commented in “Operating and Financial Review-Recent Group Performance” Talgo is
currently at an advanced stage of negotiations with KTZ to acquire a 51% stake in Tulpar-Talgo LLP.
Talgo estimates that in the event of the completion of this transaction, the acquisition price would
amount to between €30,000 thousand and €35,000 thousand.

Talgo’s sources of liquidity to cover the abovementioned items will be: (i) Talgo’s existing cash
resources and (ii) the drawdown of the loan agreement executed with Banco Santander, S.A., for a
total amount of €100,000 thousand and (ii1) the drawdown of the relevant amounts of the new credit
facilities (as at the date of this document €130,000 thousand available) (see “Operating and Financial
Review-Indebtedness and Contingent Liabilities-Borrowings™), the latter only in the event of the
completion of the acquisition of Tulpar-Talgo LLP and assuming the maximum price of the Offering
Price Range.

In this regard, based on Talgo’s calculations, assuming a disbursement of €135,953 thousand for the
Management Incentive Plan according to the maximum price of the Offering Price Range, Talgo’s net
financial cash is expected to change from a net financial cash amount of €20,142 thousand as at
February 28, 2015 to net financial debt of €124,437 thousand and to €156,937 thousand (including the
potential impact of the acquisition of Tulpar-Talgo LLP) and its liquidity is expected to decrease from
€73,245 thousand to €28,666 thousand (without including the potential impact of the acquisition of
Tulpar-Talgo LLP) and to €1,266 thousand (including the potential impact of the acquisition of
Tulpar-Talgo LLP).

Talgo obtains a significant portion of its net turnover from a limited number of customers.

Talgo obtains a significant portion of its net turnover from a limited number of customers pursuant to
medium-and long-term fixed price rolling stock supply and maintenance contracts. Talgo’s top five
customers accounted for 85.9%, 85.6% and 93.3% of its total net turnover in 2012, 2013 and 2014,
respectively and Talgo’s top three customers accounted for 77.1%, 69.2% and 76.3% of its total net
turnover in 2012, 2013 and 2014, respectively.

As a result of this customer concentration, Talgo is indirectly subject to the business risks of its key
customers. In particular, these business risks include circumstances in which any of Talgo’s key
customers: (i) ceases trading for any reason; (ii) is adversely affected by macroeconomic conditions;
(111) ceases to operate a railway route or network; (iv) experiences contract non-performance by its own
customers; or (v) is unable to obtain financing on reasonable terms. In addition, any of Talgo’s key
customers may have material financial and liquidity issues or, as a result of operational incidents or
other events, may reduce the number or frequency of orders placed with Talgo. The loss or reduced
demand from any of Talgo’s key customers could have a material adverse effect on the Group’s
business, financial condition and results of operations

In addition, although to date all of Talgo’s maintenance agreements entered into with its top five
customers that have come up for renewal have been renewed, there can be no guarantee that its current
maintenance agreements will be renewed on commercially favorable terms, or at all. Failure to renew
its current maintenance agreements on favorable terms, or at all, could have a material adverse effect
on Talgo’s business, financial condition and results of operations.
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A significant portion of Talgo’s net turnover comes from medium and long-term contracts.

As at December 31, 2014, 65% of Talgo’s net turnover comes from contracts with a duration
exceeding 12 months.

The costs incurred and the profits earned under a fixed price contract may differ from Talgo’s original
estimates. The increase in actual costs compared to estimates may be due to several factors, such as: (i)
underestimation of manufacturing and maintenance costs and manufacturing time during the initial
bidding stage, particularly for new rolling stock products; (i1) unanticipated decreases in productivity
and increased labor costs; (ii1) unexpected increases in the cost of raw materials and other materials,
equipment, components, machinery, plant, supplies, subcontracting and other costs (including labor
costs and overheads) which may be due to factors such as unanticipated increases in general costs,
inflation, material shortages, labor disputes, certification, non-accomplishment and an increase in
demand by competing companies and companies in other industries or regulatory changes; (iv)
unanticipated delays in the delivery of raw materials and other materials, equipment, components,
plant, machinery and supplies; (v) failure or non-performance by suppliers and defects in raw materials
and other materials, equipment, parts, components, machines and supplies; (vi) delays and corrective
measures due to poor workmanship or any other failure to meet customer specifications, including
those resulting from design defects and (vii) fluctuations in exchange rates.

Although there are Consumer Price Index-linked and other price adjustment provisions in the majority
of Talgo’s maintenance agreements, Talgo may not be able to correctly project and sustain its margins.
Unexpected variations in estimated costs and actual costs in connection with its medium and long-term
projects could have a material adverse effect on Talgo’s business, financial condition and results of
operations.

Talgo’s results may fluctuate significantly both annually and semi-annually reflecting the nature of
the business as well as changes in the deliveries schedule of its order book due to changes in costs
or unforeseeable developments could result in a reduction or erosion of margins.

A significant portion of Talgo’s net turnover (in particular, from manufacturing contracts) is
recognized under the percentage-of-completion method of accounting, which is commonly used in the
industry for long term, fixed-price contracts. Those contracts are generally tied to specific contract
milestones so that changes in the delivery schedule or other delays may affect Talgo’s financial
condition and results of operations.

The degree of completion is calculated as a percentage of the costs incurred under the contract in
relation to the total costs estimated to complete the contract. This accounting practice results in the
recognition of contract net turnover as a “gross-up” of the cost incurred. The “gross-up” is calculated
assuming the overall estimated project margin. Net turnover and costs over a certain quarter do not
necessarily reflect Talgo’s potential annual net turnover or costs. The net turnover or costs recognized
under individual contracts are based on significant estimates relative to the total costs necessary to
complete the contract.

Talgo records adjustments to the estimated costs of contracts when it believes the change in estimates
is probable and the amounts can be reasonably estimated. These adjustments could result in increases
or decreases in profit margins. Actual results could differ from estimated amounts and could result in a
significant reduction or erosion of margins. Such adjustments could have a material adverse effect on
Talgo’s business, financial condition and results of operations.
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The level of Talgo's reported backlog may not be representative of future sales and its actual sales
may fall short of the estimated sales value attributed to its backlog, due to adjustments and
cancellations.

Talgo’s reported backlog may not be converted into actual net turnover in any particular period, or at
all, and the actual net turnover from its contracts may not equal its reported estimates of backlog value.
Furthermore, any contract included in the reported backlog that actually generates net turnover may
not be profitable. Therefore, the current level of the reported backlog may not be representative of the
level of profits Talgo will generate in any future period.

Furthermore, in the case of certain of Talgo’s maintenance contracts included in backlog, the net
turnover expected from such contracts is based partially on an estimate of the number of kilometers
that the maintained trains will run in the future. These estimates are based on Talgo’s prior experience.
However, the actual number of kilometers travelled by maintained trains may vary from Talgo’s
estimates, thereby resulting in Talgo receiving more or less net turnover than anticipated in the
estimated backlog. In other maintenance contracts, Talgo’s net turnover is based on annual fees or the
number of trains serviced. In some cases, maintenance contracts are for fixed periods. In the event of
delay in delivery, the duration of the maintenance contracts will be shortened, thus resulting in a
reduction in previously reported backlog.

Talgo’s backlog is not an audited measure and there are no generally accepted accounting principles
for its calculation. As a result, other companies’ calculations of backlog may differ significantly from
those carried out by Talgo.

Any failure to raise sufficient capital for its business and operations in a timely manner may
adversely affect Talgo’s financial condition and results of operations.

Talgo’s capital expenditure is made both on a regular basis for maintenance purposes and, from time to
time, to increase its capacity, allowing Talgo to execute new awarded supply contracts and conduct
research and development associated with new products.

Talgo invests in areas such as R&D, refurbishment, maintenance, upgrading and expansion of
manufacturing facilities and upgrading efficiency of its processes, using the cash generated from its
operations and financing activities. However, there can be no assurance that these sources of funding
will be sufficient to continue to adequately meet Talgo’s business needs, particularly with regard to its
growth and expansion plans. As at December 31, 2012, 2013 and 2014, Talgo’s total financial debt /
equity ratio represented 0.45, 0.24 and 0.21, respectively.

Recently, Talgo has increased its manufacturing capacity to meet existing commitments in its backlog.
In 2013 and 2014, Talgo invested €31 million in its manufacturing facilities at Rivabellosa and Las
Matas II. However, Talgo may also require further funding for future orders, working capital, other
investments, potential acquisitions, joint ventures, debt servicing and other corporate requirements. If
Talgo is unable to secure sufficient external funds on acceptable terms when required, it may not be
able to fund necessary capital expenditure. In addition, its future investments in business projects and
expansion of its business may not generate the profits it expects.

The availability of external funding is subject to various factors beyond Talgo’s control, including
governmental approval of subsidies, prevailing capital market conditions, credit availability, interest
rates and its business performance. Talgo’s inability to arrange additional financing in a timely manner
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and on satisfactory terms could result in a material and adverse effect on its business, results of
operations and expansion plans.

Early termination of contracts and failure to obtain replacement customers could adversely affect
the Group’s operations.

Under Talgo’s typical rolling stock manufacturing contracts, customers have a right to terminate their
contracts in certain specified circumstances, such as the unremedied breach of contractual obligations.
Whenever this happens, the specific terms of the applicable contract apply which, in certain cases, may
allow Talgo to retain the trains and, in others, provide for the customer to demand delivery of the
unfinished trains. If Talgo terminates a purchase agreement due to an unremedied breach by the
customer, in certain cases, Talgo may keep the trains and seek to resell them to another customer.

In Talgo’s 73 years of history, it has never had a contract cancelation relating to the supply of rolling
stock products and services due to Talgo’s underperformance. The only contract that a client has
cancelled was one in relation to the supply of rolling stock to Wisconsin in the year 2012 following the
election of a new governor in Wisconsin and was not due to underperformance by Talgo.

In circumstances where Talgo is able to retain the trains, it may seek to find purchasers for the relevant
rolling stock. In this instance, Talgo may incur storage expenses until the date the rolling stock is sold.
If Talgo is unable to find alternative purchasers for the rolling stock, especially in light of the specific
and highly customized nature of its rolling stock, or if the price of the sale of the rolling stock to
alternative purchasers or contractors is not sufficient to ensure that the profitability of the contract
remains unaltered, it could have a material adverse effect on Talgo’s business, financial condition and
results of operations.

In projects requiring a significant amount of working capital, delays in payments by customers may
have a material adverse effect on Talgo’s business, financial condition and results of operations.

The majority of Talgo’s net turnover relates to projects with a duration exceeding 12 months, in which
manufacturing projects are principally financed through prepayments by the customer before and
during the project, based on certain pre-agreed milestones being met. Due to potential differences in
the timing of Talgo incurring a cost and receiving a customer payment, if its customers are unable to
pay Talgo when contractually required, Talgo would be indirectly financing, through financial
facilities with third parties, the projects and customers and, as a result, assuming a significant part of
the related credit risk. Consequently, if Talgo’s customers do not meet their payment obligations in a
timely manner, interest rates or other financial costs may disadvantage the Company, or delay the
projects in which Talgo is involved, which could have a material adverse effect on Talgo’s, business,
financial condition and results of operations. In addition, future projects may not be financed by
prepayments from the customer and would require financing by Talgo.

If any such failure, delay in payment, termination of prepayments or other adverse event were to occur,
Talgo could have insufficient cash or financing capabilities to carry out its business, or may suffer
other negative consequences that could have a material adverse effect upon its business, financial
condition and results of operations.
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Talgo'’s relationships with its joint venture and consortium partners could be unsuccessful, which
could result in a material adverse effect on its business, financial condition and results of
operations.

A significant portion of Talgo’s net turnover is obtained from activities carried out jointly or in
partnership with other companies, its participation in project consortia and joint ventures and the
establishment of companies for the purpose of undertaking specific projects. In particular, in the past
Talgo has entered into agreements with Bombardier (consortium for manufacturing and maintenance
of Talgo Very High Speed and High Speed trains in Spain) and Renfe (Tarvia company for
maintenance of Talgo Very High Speed trains in Spain), and Talgo currently has agreements with the
Al-Shoula Consortium for the Mecca Medina High Speed railway project and BTREN (joint venture
between Bombardier and Renfe for maintenance of Talgo Very High Speed and High Speed trains). As
at December 31, 2012, 2013 and 2014, Talgo’s net turnover obtained from activities carried out via
project consortia and joint ventures amounted to 30.51%, 35.03% and 44.20% of Talgo’s total net
turnover.

Although Talgo typically seeks to collaborate with partners with proven experience and track records
in projects, the joint participation of local partners at times may be required under local government
and regulatory requirements relating to public tenders. In such cases, Talgo may be required to
compete where there is a limited number of potential local partners or the knowledge or expertise of
available local partners does not adequately cover project needs. Consequently, if it is forced to
compete with other international suppliers, it may have reduced bargaining power in negotiating the
terms of local joint venture agreements.

Although Talgo attempts to lead the projects and takes into account all these factors when forecasting
its profitability, if local partners do not have sufficient knowledge or expertise to meet project needs or
the local partnership is otherwise unsuccessful, it could increase project costs. Talgo may also face
disruptions in manufacturing or services projects; moreover, the required investments in its joint
ventures may be significantly greater than initially estimated. Any of these factors could have a
material adverse effect on Talgo’s business, financial condition and results of operations.

In addition, in certain projects in which Talgo collaborates, such as the Al-Shoula Consortium for the
Mecca Medina High Speed railway, it is joint and severally liable, together with the other members of
the consortium or joint venture, for compliance with the obligations of all members of the consortium
or joint venture and, consequently, to the extent that its partners, subcontractors or suppliers
underperform or fail to fulfill their contractual obligations, Talgo could be financially liable. Although
its contracts with partners typically include indemnification clauses in the event a party fails to
perform its obligations satisfactorily, such indemnification may not be sufficient to cover the financial
losses incurred in connection with a given project as a result of a partner’s breach, which could have a
material adverse effect on Talgo’s business, financial condition and results of operations.

Talgo relies upon a limited number of suppliers to provide it with raw materials, systems and
components that are critical to its business and outsources part of its manufacturing and
maintenance businesses and any disruption of these relationships could adversely affect its
business, financial condition and results of operations.

The success of Talgo’s business depends on its capacity to offer reliable, high-quality products and
services and to supply customers with rolling stock products and related services which, in turn,
depends to a certain extent on the products and services provided by a limited number of suppliers.
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Invoicing of the Talgo’s ten largest suppliers of materials (raw materials, systems and components)
and industrial services represented 20.3%, 15.8% and 14.9% of Talgo’s net turnover for the years
2012, 2013 and 2014 respectively.

For the years ended December 31, 2012, 2013 and 2014, invoicing of materials (raw materials,
systems and components) and industrial services procured from Talgo’s three largest suppliers
accounted for approximately 11.0%, 7.3% and 8.5% in relation to Talgo’s total net turnover,
respectively.

None of those suppliers of materials and industrial services accounted for more than 6% of Talgo’s
total net turnover in 2012, 2013 and 2014. In 2012 only Renfe and Interserve Facilities Services
(cleaning services provider) invoices represented more than 3% (5.1% and 4.0%, respectively) of
Talgo’s total net turnover of such corresponding year. In 2013 Interserve Facilities Services invoices
represented 3.8% of Talgo’s total net turnover of such year and in 2014, Bombardier European
Holding represented 3.9% of Talgo’s total net turnover. In the event of a reduction in the number of its
main or other suppliers, or if any of such suppliers cease doing business with Talgo, refuse to continue
the supply or are subject to industrial labor stoppages, Talgo may encounter delays and increased costs
in contracting alternative sources of supply, which could result in a material adverse effect on its
relationship with customers and which could result in a material adverse effect on its operating
margins and its business, financial condition and results of operations.

In addition, the tender process relating to certain projects may require Talgo to use specific suppliers
(selected by the relevant customer) for certain components. These suppliers may, as a result, demand
prices in excess of the market price for such components, which could have a material adverse effect
on the price that Talgo is able to offer in such tenders. Its ability to pass increased costs on to its
customers may be limited by pressure from competitors, customer resistance and price adjustment
limitations in its product purchase contracts with customers, which could result in a material adverse
effect on its business, financial condition and results of operations.

Talgo attempts to select reliable suppliers with a history of fulfilling their obligations in a diligent and
timely manner, closely supervising their work pursuant to its procedures for tracking and monitoring
the services provided by its suppliers. In the event that a third-party supplier breaches its product
quality requirements, delivery terms or other contractual obligations under the relevant supply
relationship, Talgo’s ability to fulfill its own project obligations could be adversely affected.

In the past, Talgo has obtained most of its raw materials and components from manufacturers and
suppliers in Western Europe. Although in recent projects Talgo has used several cost-competitive
platforms (such as China and CIS) to procure non-core components (not affecting product safety, such
as cable ties, lighting elements, wiring trays, gangways and mechanic-welded elements), if its
competitors were to reduce the cost of their inputs by using cost-competitive suppliers and Talgo was
unable to observe and maintain the same strategy, it could be at a competitive disadvantage, resulting
in downward pressure on prices, reductions in profit margins and a loss of market share, which could
materially and adversely affect its business, financial condition and results of operations.

In addition, pursuant to Spanish employment legislation and, as applicable, in other jurisdictions in
which Talgo operates, it is or may be jointly and severally liable for breaches by third parties to which
Talgo outsources part of its manufacturing and maintenance businesses, of regulations relating to
health and safety in the workplace as well as their failure to pay salaries and social security
contributions, which could have a material adverse effect on Talgo’s business, financial condition and
results of operations.
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Talgo s success depends upon its ability to design, manufacture, market and maintain new products
that satisfy evolving market demand.

Talgo primarily designs, manufactures, markets and maintains Very High Speed trains, High Speed
trains, Passenger coaches and and is planning to expand into the Regional Commuter trains market.
Talgo’s success depends partly upon its ability to upgrade its manufacturing processes and applied
technologies in a cost-effective and timely manner, as well as its ability to develop new products that
meet its customers’ current and future demands.

Talgo’s competitors may introduce new products and technologies that are more efficient or affordable
than Talgo’s or that render its existing or new products obsolete or uncompetitive. Talgo may be
unable to develop and manufacture new products and technologies in a timely and profitable manner,
to obtain the necessary certificates or patents to achieve market acceptance, or may otherwise be
unable to deliver new products and technologies. Failure to keep pace with technological advances in
the market could have a material adverse effect on its ability to compete effectively in its industry and
on its business, financial condition and results of operations.

Talgo relies on a set of differentiated technologies that, as far as the Company is aware, have not been
copied as a whole by its current competitors. However, Talgo cannot guarantee that either current
and/or potential competitors may not attempt to copy its technology or develop similar technology.

Volatility in the prices of key raw materials could have an adverse effect on its operating margins.

Talgo’s manufacturing business model, which is focused on system integration of components, reduces
its direct purchases of raw materials and, as a result, cost of raw materials (aluminum and steel)
comprised only about 1.7% of the total procurement costs for the year ended December 31, 2014.
Talgo’s policy is to contract its aluminum and steel needs for two-year periods at a fixed price with the
aim of minimizing the impact of price volatility on its manufacturing costs. Nevertheless, because the
duration of Talgo’s contracts may be for periods of longer than two years or six months (as the case
may be), increases in the prices of raw materials (such as aluminum and steel) across such longer
periods could result in a decrease in its margins as a result of its inability to fix the prices of raw
materials for the entire duration of the longer contracts, which could have an adverse effect on its
business, results of operations and financial condition.

Exchange rate fluctuations may have a material adverse effect on its business, financial condition
and results of operations.

Talgo's reporting currency is the euro. However, some contracts entered into by Talgo are determined
in other currencies or in euros but allowing the customer to pay in its local currency, using market
exchange rates in effect at the time of payment (therefore Talgo bears the exchange rate risk between
invoicing and payment). For the years ended December 31, 2012, 2013 and 2014, 6.4%, 2.6% and
2.0% of Talgo’s total consolidated net turnover, respectively, was denominated in currencies other
than euro. During these same periods, approximately 15.6%, 7.76% and 7.88%, respectively, of
Talgo's domestic purchases, intra-Community acquisitions and imports were denominated in
currencies other than the euro.

Given that the proportion of Talgo’s net turnover in euros exceeds the proportion of its operating
expenses in euros, its margins are subject to transaction exposure to other currencies (principally the
Kazakhstan tenge, the Saudi riyal, the Russian ruble and the US dollar). A decline in the value of the
euro in relation to these currencies could make Talgo products and services more competitive, but the
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decline would also have the effect of increasing Talgo's operating expenses and reducing its operating
margins, which could have a material adverse effect on its business, financial condition and results of
operations. A revaluation of the euro in relation to these currencies would have the opposite effect.
Given Talgo’s limited exposure to exchange rate fluctuations, Talgo currently has not entered into
hedging transactions to manage its exposure to these currencies.

Timing risks may also arise in cases in which Talgo bids in tender processes in currencies other than
the euro. In such cases, Talgo calculates its bid and expected profitability based partly on an
assessment of current and historic exchange rates between the euro and the local currency. Significant
fluctuations in the exchange rate between the time of bidding and the award of the contract could have
a material adverse effect on the profitability of the contract.

Talgo’s exposure to exchange rate fluctuations could increase in the future as Talgo continues
expanding its operations outside the euro zone, in line with its business strategy and enter into more
contracts in currencies other than the euro. Any of these factors could have a material adverse effect on
Talgo’s business, financial condition and results of operations.

Talgo will need to attract, recruit or retain qualified employees in the different jurisdictions in
which it operates and to manage successfully the relationship with its employees. Otherwise, its
operations and ability to manage the day-to-day aspects of its business will be adversely affected.

The industry in which Talgo operates requires the services of employees with specific technical skills
and training, who must be physically present at the geographic locations in which it operates. Talgo’s
success thus depends on its ability to attract, recruit and retain qualified employees, with a particular
emphasis on certain skills at the local Spanish and international facilities at which it conducts its
operations. Talgo’s inability to attract and retain sufficiently qualified personnel, as well as increases
in recruitment costs and the potential need to send employees from one jurisdiction to another that
lacks the appropriate qualified personnel, could increase its personnel-related costs and materially and
adversely affect its operating margins.

Talgo also believes its success depends to a significant degree on the continued contribution of its
executive officers and key employees, both individually and as a group. The loss of one or more
members of its Senior Management team, as they have many years of experience in its business and
industry, would be difficult to replace without adversely affecting its business.

In certain jurisdictions, such as Spain, Talgo employees are partly or fully unionized or, according to
applicable regulations, represented within the company by an employee committee. In some cases,
Talgo is required to inform or consult with the employee committee and, in certain jurisdictions,
request the approval or opinion of union representatives or employee committees in certain labor
matters. In addition, labor regulations in many European and North American countries are highly
restrictive. All these factors could limit its flexibility to rationalize its workforce in the event of poor
market conditions or require Talgo to change its working conditions.

Talgo’s future success will also depend partly on the maintenance of good relations with its
employees. Collective bargaining processes result in regular agreements with members of the unions
that represent its employees. The breaking down of these collective bargaining processes or other
negotiations with employees could destabilize its operations or adversely affect its business
performance in the event any of its facilities are significantly affected, having a material adverse effect
on Talgo’s business, financial condition and results of operations.
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Any work stoppage that may occur in the future at Talgo’s premises or the premises belonging to third
parties (such as Renfe and Adif) where Talgo performs maintenance services or stoppages of the
relevant railway operator’s workforce would have an impact on Talgo’s services and, in turn, may
have a material adverse effect on its business, financial condition and results of operations.

Talgo is required to provide several guarantee bonds to customers to cover potential issues
associated with the contracts.

As part of the rolling stock manufacturing business, it is customary to be required to provide guarantee
bonds (“avales y seguros de caucion”) (in particular, bid bonds, performance bonds, advance payment
bonds and milestone bonds) issued by banks, insurance companies and other third parties and certain
guarantees, as a condition to bidding, entering into contracts or receiving advance and progress
payments. Talgo is required to seek out third parties to issue such guarantee bonds. As at December
31, 2014, Talgo had €422 million in guarantee bonds issued out of its total available facilities of €781
million. Talgo’s ability to meet the requirement to issue guarantee bonds and guarantees depends,
amongst others, on its financial condition and the ability to meet its contract obligations.

If Talgo is unable to obtain sufficient credit from banks, insurance companies or third parties in order
to issue such bonds or guarantees, it may not be able to obtain new orders from customers or to receive
the advance payments, which could have a material adverse effect on its business, financial condition
and results of operations.

If Talgo defaults on its contractual obligations or there are defects or malfunctions in the rolling stock
delivered, the bonds or guarantees may be enforced by the customer and Talgo may be required to
reimburse the amount paid by the credit institution, insurance company or other third party that issued
the guarantee. Although none of Talgo’s guarantees have ever been enforced to date, any such
potential future enforcement may have a material adverse effect on its business, financial condition and
results of operations, including the ability to fund new bonds.

Talgo’s activities could expose it to potentially significant warranty, product liability, accident or
other claims and cause the Company to be a party to litigation.

Talgo normally offers general limited warranties to its customers for many of its products, and so
could be subject to warranty or contractual claims in the event any of its products and services not
complying with contractual specifications. Such claims could be particularly significant in the case of
multiple claims based on a single defect repeated throughout the manufacturing or maintenance
process, or claims for which the cost of repairing the faulty part is highly disproportionate to the
original cost of the part. This type of claim could result in costly product recalls, customers seeking
monetary damages, significant repair costs and damage to Talgo’s reputation. There can be no
assurance that Talgo will not have to pay penalties in the future as a result of an increase in failures
attributable to Talgo, which could have a material adverse effect on its business, financial condition
and results of operations.

In addition, the nature of its business makes Talgo vulnerable to physical damage and product liability
claims. An accident involving Talgo rolling stock or third party rolling stock maintained by Talgo
could lead to Talgo facing damages to its reputation even if it was subsequently established that
Talgo’s actions did not contribute to the cause of the accident. Tender processes usually require
bidders to have a track record without accidents during a given period of time. Therefore, an accident
involving Talgo rolling stock may mean the Group is unable to comply with such requirements during
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the investigation period and until the cause of such accident is clear. This could have a material
adverse effect on Talgo’s business, financial condition and results of operations.

During the course of its normal operations, Talgo may become involved in litigation. Possible lawsuits
and claims include those related to product defects, nonconforming or delayed delivery of goods and
services, breach of contract and labor disputes. Failure to meet the schedule requirements of contracts
may also result in penalties for late completion. Successful claims against Talgo may result in business
interruption and adversely affect its financial condition and results of operations.

Talgo could be unable to procure adequate insurance, or at terms which are not cost-effective.

Talgo purchases and maintains the product liability insurance coverage it believes to be consistent with
industry practice and sufficient to insure Talgo against the immediate financial risk of successful
claims based on product liability. Its ability to insure its businesses, facilities and assets is an important
feature of its ability to manage risk. However, as there are only a limited number of providers of
insurance to the High Speed train industry, there can be no guarantee that such insurance will be
available on a cost-effective basis, or at all. In 2014, premium payments under Talgo’s insurance
policies accounted for 0.3% of its net turnover for the year.

Accidents, natural disasters, terrorism, power loss or other catastrophes may also result in significant
property damage, disruption of operations, personal injury or fatalities and reputational damage. In the
event of uninsured loss or a loss in excess of the insured limits, Talgo could suffer damage to its
reputation and/or lose all or a part of its manufacturing capacity, as well as future net turnover
expected from the relevant facilities. Any material loss not fully covered by insurance could adversely
affect its business, financial condition and results of operations.

Talgo may fail to adequately protect its intellectual property.

Talgo’s ability to compete effectively partly depends on the maintenance and protection of its
intellectual property, including the know-how required for its day-to-day operations in relation to its
products and services. Talgo holds certain trademarks and patents that enable it to protect a portion of
its intellectual property.

Talgo’s pending or future applications for trademarks, patents or other intellectual property rights may
not be approved or, if allowed, not sufficient. Conversely, third parties may claim that the intellectual
property rights asserted by Talgo breach their rights. In either case, litigation may result in substantial
costs and could adversely affect its business, financial condition and results of operations.

Talgo is subject to anti-bribery and anti-corruption laws and regulations that govern and affect
where and how its business may be conducted.

Talgo is subject to a number of laws and regulations including the US Foreign Corrupt Practices Act
1977, the UK Bribery Act 2010, the Organization for Economic Co-operation and Development
Convention, regulations established by the US Department of the Treasury Office of Foreign Assets
Control and the Spanish Criminal Code, which was amended in 2010 and sets out the criminal liability
of legal persons, which are subject to additional anti-corruption laws in other jurisdictions.

Talgo has established internal policies and procedures to facilitate compliance with applicable laws
and regulations (e.g. when recruiting local agents within the framework of its activities abroad). At the
date of this document, Talgo is not and has not been subject to any anti-bribery or anti-corruption
sanctions and has not been notified of the initiation of any investigation procedures. However, there
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can be no assurance that Talgo’s policies and procedures will be observed at all times or effectively
detect and prevent all breaches of applicable law and regulations and every case of fraud, bribery and
corruption in every jurisdiction in which Talgo operates. As a result, Talgo could suffer a material
adverse effect on its business, financial condition and operations.

Talgo must comply with strict customer requirements, international standards and national
legislation.

Talgo’s industry is constantly evolving to meet changing passenger needs and demands for higher
traveling speeds, increased safety standards and greater hauling capacity, as well as international
standards and/or national legislation imposed by government, regulatory and industry authorities. In
the years ended December 31, 2012, 2013 and 2014, Talgo's total investments in intangible assets were
€16,035 thousand, €15,407 thousand and €6,221 thousand, respectively, of which €14,224 thousand,
€11,725 thousand and €3,891 thousand correspond to R&D investments for the development of
AVRIL. These figures represent 4.9%, 4.7% and 1.6% of net turnover during each of such years,
respectively.

Rail industry legislation includes manufacturing specifications and standards for train design,
mechanical and maintenance standards and standards for railroad safety. The enactment of new
legislation that involves the use of new materials, changes to systems, the need for greater financial
resources and other new requirements could increase its costs, render some of its technologies obsolete
or adversely affect the economic value of its assets, which could have a material adverse effect on its
financial condition and its results of operations.

Talgo is also subject to a wide range of national, regional and local regulations regarding air quality
and handling, disposal and control of waste products, fuel products and hazardous substances.

Environmental laws and regulations may impose obligations to investigate and remediate or pay for
the investigation and remediation of environmental contamination and compensate public authorities
and private entities for related damages. If Talgo breaches or fails to comply with these requirements,
which are complex, changing and more stringent over time, it could be fined or otherwise sanctioned
by the relevant authorities.

If Talgo were to breach new or existing legislative or regulatory requirements, it could face sanctions
and penalties that could have a negative impact on its financial condition. Although Talgo has not been
sanctioned or sued in connection with these issues, if they were to occur in the future, its net turnover
could decrease, its costs increase and its reputation could be adversely affected, all of which could
result in a material adverse effect on its business, financial condition or results of operations.

Forward-looking information included in this document may prove inaccurate.

This document contains certain forward-looking statements and information relating to Talgo that are
based on the beliefs of Talgo’s management and on assumptions made according to information
currently available to its management. Certain statements reflect the current view of Talgo’s
management with respect to future events, operations, liquidity and capital resources, some of which
may not materialize or may change. These statements are subject to certain risks, uncertainties and
assumptions, including the other risk factors described in this document.
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Risks Related to Talgo’s Industry

Talgo operates in a highly dynamic and competitive industry. If it is unable to compete effectively
with its existing or new competitors, its business, financial condition and results of operations could
be materially adversely affected.

The market in which Talgo operates is highly competitive, and faces competition from large,
international companies such as, among others, Alstom, Siemens, Bombardier, the CRRC Group (the
result of the merger of China South Locomotive & Rolling Stock Corporation Limited and China CNR
Corporation Limited) and AnsaldoBreda, all of which are large, diversified industrial groups with
greater financial resources than Talgo. Moreover, it faces competition from companies expanding their
international activities, such as Hitachi, and from others entering into the High Speed market, such as
the Spanish company, Construcciones y Auxiliar de Ferrocarriles (CAF), or the Swiss company,
Stadler.

The principal factors affecting competition in Talgo’s industry include, amongst others: technological
innovation, track record of delivering on time and with no underperformance, product life cycle costs,
price, availability of after-sale service and customer training, the quality and reliability of products and
services, ability to deliver rolling stock requiring low infrastructure investments, experience and
knowledge of customer requirements, ease of system configuration, passenger comfort and features,
compliance with delivery requirements, engineering support and the absence of customer lawsuits and
litigation or proceedings relating to unfair awards.

In addition, consolidation within the industry and among Talgo’s competitors (e.g., the
abovementioned merger between China South Locomotive & Rolling Stock Corporation Limited and
China CNR Corporation Limited and the acquisition of AnsaldoBreda by Hitachi), may enable them to
invest considerably greater amounts in R&D, potentially placing Talgo at a competitive disadvantage
in terms of its ability to keep pace with innovation. These factors could have a material adverse effect
on its business, financial condition and results of operations.

High Speed rail and other projects in which Talgo is involved may face opposition by certain
individuals or groups, particularly because of concerns relating to landscape degradation, noise
pollution, harm to animals or other damage to the environment.

High Speed rail and other rail projects that require approval by the relevant public authorities in the
jurisdictions in which Talgo operates or seeks to operate could face opposition by certain individuals
or groups, particularly because of concerns related to landscape degradation, noise pollution, harm to
animals or other damage to the environment. The rail projects in which Talgo is involved as a rolling
stock supplier and/or maintenance provider may not be accepted by the public or the local population,
or planned rail networks under these projects may be rerouted or cancelled.

The postponement or withdrawal of rail infrastructure projects as a result of public opposition could
lead to the suspension or cancelation of contract tender processes for the supply and maintenance of
new rolling stock (as happened in the Rio-Sao Paulo High Speed railway project). This could preclude
Talgo from submitting bids or being able to supply trains and/or related maintenance services for these
new rail lines, which could reduce its capacity to grow its business and have a material adverse effect
on its business, financial condition and results of operations.
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Talgo may be adversely affected by competition from other forms of transportation.

The recent drop in oil prices could lead to significant changes in transport preferences. In the event of
price reductions in air and/or road transport, the two main alternatives to railway transport, rail
customers could be more likely to choose alternative means of transport, thereby reducing overall
passenger volumes on railways. In addition, negative perceptions of railways as a form of transport
due to rail accidents (for example, train crashes or derailments) could result in customers choosing
alternative means of transport. Any of these factors could have a material adverse effect on Talgo’s
business, financial condition and results of operations.

Risks Related to Economic Conditions

Talgo’s business operations could be affected by adverse economic conditions in one or more of the
geographic areas in which it operates or plans to operate posing business, financial, political and
economic risks.

The global economy continued to expand in 2014 at a moderate pace, due to the prolonged recovery
from the global financial crisis. Gross Domestic Product (“GDP”) growth for many of the world
economies was generally lower than pre-crisis levels. The current outlook for GDP is more positive,
with some of Talgo’s current and target countries, such as Saudi Arabia and India, experiencing
positive growth, whereas others such as Spain have experienced slower growth.

Moreover, worldwide geopolitical and economic risks, such as the political situation in Ukraine, and
subsequent potential international sanctions, or the political instability in Greece and the recent
decreases in the price of oil that have led to significant net turnover shortfalls in many energy
exporting nations, such as Russia and Kazakhstan, have raised new concerns in international
economies.

Given the combination of the above factors, the global recovery remains modest and fragile, with
increased volatility in the financial markets, negatively affecting stock markets worldwide. Any of
these factors may have a material adverse effect on the Group’s business, results of operations and
financial condition.

As at December 31, 2014, clients outside of Spain accounted for 77% of Talgo’s backlog. Talgo
principally operates in six countries outside Spain: Saudi Arabia, Kazakhstan, Russia, Germany,
Uzbekistan and the United States. Talgo intends to remain active in these markets and an important
element of its growth strategy is the further expansion of its international sales into emerging markets
such as Brazil, Turkey and India, as well as into more developed markets such as other European
countries. As a result of its sales outside of Spain, Talgo is exposed to various risks associated with
conducting its business in other countries and regions, including differences in general business
operating environments, high entry barriers, potentially adverse tax consequences, differences in
licensing regimes, contract bidding and payment practices, a shortage of qualified labor, trade
restrictions and economic sanctions, foreign currency controls and fluctuations, competition from other
international, large-scale rolling stock manufacturing companies, logistic challenges including
transportation delays, the cyclical nature of demand and political risks, as well as abrupt changes in
foreign government regulations or policies. Failure to effectively manage such risks and volatility
could have a material adverse effect on Talgo’s business, financial condition and results of operations.

Talgo believes its sales in emerging markets as a proportion of overall net turnover will continue to
increase in future periods, as a result of the natural evolution of its business and as demand for its
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rolling stock products and services increases in developing markets around the world. Emerging
market operations pose a number of risks, including volatility in GDP growth, civil disturbances,
economic and governmental instability, the potential for nationalization of privately held assets, the
imposition of exchange controls and unexpected changes in the legal system. To the extent that any of
the above-mentioned risks were to occur in any of the markets in which Talgo operates or may seek to
operate in the future, this could have a material adverse effect on its business, financial condition and
results of operations.

Talgo’s results of operations are highly dependent upon government funding at a national and state
level.

Talgo’s industry and the markets, in which it supplies rolling stock and provides maintenance services
and equipment, fluctuate in response to factors beyond its control.

The following table shows Talgo’s net turnover for the years ended December 31, 2012, 2013 and
2014 corresponding to the “Rolling Stock” and “Maintenance Equipment and Other” segments in
Spain, rest of Europe, United States, Middle-East and North-Africa and Commonwealth of
Independent States (CIS):

As at December 31
2012 2013 2014
(€ thousand) (€ thousand) (€ thousand)
Spain 137,406 118,035 106,143
Rest of Europe 18,253 16,370 11,125
United States 26,676 9,849 7,403
Middle East and North Africa 18,169 41,729 103,841
Commonwealth of Independent States 129,414 140,736 155,799
Total 329,918 326,719 384,311

Talgo’s net turnover is principally generated by the sale and maintenance of rolling stock to state-
owned rail operators at a national and state level. These operators depend on government funding in
order to purchase the Group’s products and services, with such funding often provided through the
annual government budget process, or by public transport projects promoted by the relevant public
transport authorities. In particular, for the years ended December 31, 2012, 2013 and 2014, Talgo’s top
five customers accounted for, in total, approximately 85.9%, 85.6% and 93.3% of its total net turnover,
respectively and Talgo’s top three customers accounted for, in total, approximately 77.1%, 69.2% and
76.3% of its total net turnover in 2012, 2013 and 2014, respectively. Each of these customers is a state-
owned company.

Government spending programs are generally subject to review in annual budget processes and may
therefore be delayed or cancelled at any time. The cancellation of any project that Talgo is tendering
for or is anticipating tendering for or of any contract under which it is expecting to deliver rolling stock
or maintenance services could have a material adverse effect on Talgo’s business, financial condition
and results of operations.

Economic downturns may result, inter alia, in a slowdown or stoppage of new or existing projects
(e.g., additional AVE routes linking Madrid to Galicia and the Basque Country were postponed by the
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Spanish government or the announced postponement of High Speed projects in Brazil and Mexico) as
well as a reduction in the availability of new tenders for the supply of rolling stock (e.g., there have
been no contract tenders in Spain for the delivery of rolling stock since 2007). Continued low levels of
demand or further declines in demand for rolling stock and maintenance services could result in a
decrease in new tenders for Talgo products and services and an increase in competitive pressures,
resulting in downward pressure on the Group’s prices, profit margins and market share, which could
have a material adverse effect on its business, financial condition and results of operations.

Another development in recent years has been the liberalization of the railway services market in
Europe (e.g., the United Kingdom and Sweden), including the entry of private operators. The
liberalization of the railway industry (i.e., change from state-owned to private operators), although
representing an important business opportunity, could affect the competitive dynamics of the markets
and therefore have a material adverse effect on the Group’s business, financial condition and results of
operations.

Risks Related to the Company’s Shareholding Structure and the Offering

The Selling Shareholders entered into a shareholders’ agreement in order to regulate their relations
as shareholders of Talgo, S.A., including first refusal, tag-along and drag-along rights and sense of
vote.

On April 26, 2012, Pegaso Transportation International, S.C.A., the Company and certain Senior
Managers and Selling Shareholders entered into a shareholder’s agreement (the “Talgo SHA”) in
order to regulate their relation as shareholders of Talgo, S.A., with effect from Admission.
Subsquently, all the Selling Shareholders adhered to the Talgo SHA. In addition, on March 28, 2015,
Pegaso Transportation International, S.C.A., MCH Iberian Capital Fund III, FCR, MCH Inversiones
Industriales, S.a.r.l., the Company and certain Senior Managers and Selling Shareholders executed an
amendment to the Talgo SHA, all the Selling Shareholders having adhered to such amendment as at
the date of this document.

Among the most relevant clauses, the Talgo SHA includes (i) rights of first refusal in non-material
transfers of Shares to all parties to the Talgo SHA, (ii) the orderly sale of Shares by its shareholders,
other than those contemplated for the right of first refusal (iii) tag-along rights to all parties to the
Talgo SHA in relation to transfers other than non-material transfers (as defined in the Talgo SHA) and
(iv) a drag-along right to Pegaso Transportation International, S.C.A. in the event of a sale strategically
beneficial for the Company.

Third parties conducting activities similar to those of the Company or operating in the same business
segments of the Company and/or controlling shareholders of such competing companies that may
acquire Shares by virtue of any of the ordered sale of Shares procedures established in the Talgo SHA,
or in the event of permitted transfers, must become a party to the Talgo SHA and shall thereafter have
the same rights and obligations as the transferring party.

The Talgo SHA will expire the earlier of (i) the date on which two years have elapsed since the date of
Admission and (ii) the date on which Pegaso Transportation International, S.C.A. ceases to hold a
significant stake in the Company (3 per cent. or more of the Company’s share capital according to
legislation in force). In the event of termination due to expiry of the two-year period, the drag-along
right of Pegaso Transportation International, S.C.A. referred to above will remain effective until the
date it ceases to hold a significant stake in the Company.
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In addition, the original agreement signed on April 26, 2012 established different provisions regarding the
structure of the Board of Directors, the adoption of resolutions for the appointment, removal and
replacement of directors and the structure of the Company’s Audit and Compliance Committee and
Nominations and Compensation Committee. By virtue of the addendum executed on March 28, 2015, the
Selling Shareholders have considered these provisions partially ineffective as a consequence of the
amendment of the Spanish Companies Act passed in December 2014 and the publication in February 2015
of the Good Governance Code for Listed Companies. It is clarified by virtue of the addendum that the
existing agreements regarding the “sense of vote” on any appointment and removal of directors and / or
members of the aforementioned committees remain in full force and effect.

The Company and Pegaso Transportation International S.C.A., MCH Iberian Capital Fund III, FCR and
MCH Inversiones Industriales, S.a.r.l. (shareholders of the Company with a stake representing 79.72%. of
the Company’s share capital prior to the Offering), consider that the Company should be excluded from the
Talgo SHA. In this regard, each of the abovementioned signatories of the Talgo SHA undertakes to use
their best efforts to reach an agreement with the majority of the Minority Selling Shareholders as soon as
practicable, and in any event, prior to Admission, in order to exclude the Company as party to the Talgo
SHA and therefore to amend the Talgo SHA.

For more information regarding this agreement see “Principal and Selling Shareholders-Shareholders’
agreements”.

Following Admission, Shares subject to the Talgo SHA will represent a maximum of 55 per cent of the
share capital of the Company (assuming that the Over-allotment Option is not exercised) and accordingly
the liquidity of the Shares may be negative affected.

Pegaso Transportation International, S.C.A. will continue to exercise significant influence on how the
Company's business is conducted.

As at the date of this document, Pegaso Transportation International, S.C.A., directly holds approximately
63.6% of the Company’s Shares and the Selling Shareholders, in total, held 100% of the Company’s
Shares. Upon completion of the Offering, Pegaso Transportation International, S.C.A. and the Selling
Shareholders will directly and indirectly hold a maximum total of approximately up to 55% of the
Company’s shares (up to 50.5% if the Over-allotment Option is exercised in full). Pegaso Transportation
International, S.C.A. will hold, if the Over-allotment Option is exercised in full, 32.09% of the share capital
of the Company and will have a significant influence when changing the Company’s management and
determining the outcome of substantially all matters to be decided by a vote of shareholders, including
bylaw amendments, dividends distribution, the remuneration of members of the Board of Directors and
executive officers and day-to-day management. The interests of Pegaso Transportation International,
S.C.A. and the Selling Shareholders may differ significantly from the interests of other shareholders.

The Company is a holding company and its only material sources of net turnover are and are expected
to be dividends, distributions and other payments from Patentes Talgo, which is subject to certain legal
and contractual restrictions on its ability to pay dividends.

The Company is a holding company and all its assets (which generate all its net turnover) are held by
Patentes Talgo and its subsidiaries. Consequently, the Company’s net turnover and cash flow depend on
dividends, distributions and other payments from Patentes Talgo. Moreover, Patentes Talgo generally
subject to certain legal restrictions on their ability to pay dividends. In addition, Patentes Talgo has agreed
to a number of contractual restrictions (e.g. the credit facility agreement entered into Patentes Talgo with
EIB, restricts the distribution of dividends to the Company by, in any event, cannot exceed 50% of the
distributable net results (profits after taxes) in accordance with the audited consolidated financial
statements of Patentes Talgo, S.L.U. and its subsidiaries) that affect their ability to pay dividends (see
“Dividends and Dividend Policy”). Finally, foreign-sourced dividends by the subsidiaries of Patentes Talgo
may be subject to unrecoverable withholding tax in certain jurisdictions.
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The sale of a substantial number of Shares or the perception that such a sale may take place could
adversely affect the price of the Company’s Shares.

The sale by the Selling Shareholders of a substantial number of the Company’s Shares on the market
following the Offering, or the perception that such sales may take place could adversely affect the
market price of the Shares.

The Company has and will continue to have 136,832,900 Shares outstanding immediately after the
Offering. All its Shares are freely transferable, without restriction, on the market (see “Principal and
Selling Shareholders-Shareholders agreements”). However, in the Underwriting Agreement, the
Selling Shareholders and the Company will agree to certain restrictions on the ability to sell, transfer
and otherwise deal in Shares for period of 180 days as from the date of admission to listing of the
Shares on the Spanish Stock Exchanges, unless otherwise consented to by the Joint Global
Coordinators, subject to certain exceptions. In addition, some of Talgo’s Directors and Senior
Managers will also agree not to sell their Shares, without the prior written consent of the Joint Global
Coordinators, for a period of 360 days as from the date of admission to listing of the Shares on the
Spanish Stock Exchanges, subject to certain exceptions. Following the aforementioned period, the
Selling Shareholders, the Company and the aforementioned Directors and Senior Managers may
transfer all or part of their holdings in the Company. The Company is unable to predict whether or not
substantial amounts of its Shares will be sold in the open market following the termination of the lock-
up period. The future sale of these Shares could adversely affect the trading price of the Shares.

There is no established trading market for the Shares and there can be no assurance that any active
market will develop and volatility of the stock markets and the market price of the Shares may mean
that investors are not be able to resell their shares at a price equal to or greater than the Offering
price.

The Offering constitutes the Company s initial offering of Shares and no public market for the Shares
currently exists. Before the Shares are admitted to trading on the Spanish Stock Exchanges following
the Offering, no prior market has existed for trading the Company’s Shares nor can it be assured that
an active trading market will develop following the completion of the Offering. The Offering is aimed
at qualified investors. Accordingly, the number of shareholders after the Offering may be small, which
could adversely affect the liquidity of the Shares. In addition, there can be no assurance that after the
Offering, the Shares will trade at a market price equal to or greater than the Offering Price (which will
be agreed pursuant to negotiations between the Company, the Selling Shareholders and the Managers
(see “Plan of Distribution”) and may not be indicative of the market price).

In recent years, stock markets have experienced significant price and volume fluctuations. In
particular, the market prices of securities of companies with no prior trading history have, in some
instances, been extremely volatile. This volatility has affected the market prices of securities of
companies for reasons frequently unrelated or disproportionate to their operating performance. Some
of these factors are: historical and anticipated results of operations, large purchases of shares,
announcements of innovations by competitors, conditions and trends in the industry, legislative or
regulatory changes and general market and economic conditions.

The liquidity of any market for the Shares depends on the number of holders of the Shares, the market
for similar securities and other factors, including general economic conditions and Talgo’s financial
condition, performance and prospects, as well as the recommendations of securities analysts.
Therefore, the market price of the Shares may be subject to significant fluctuations. In recent years,
and more specifically in recent months, securities markets, in and outside Spain, have experienced
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significant volatility in prices and trading volumes. If an active trading market for the Shares does not
develop, investors may not be able to sell the Shares they purchased at or above the Offering Price at
which they acquired them, or at all. As a result, investors could lose all or part of their investment in
the Shares.

The Offering may be subject to withdrawal and automatic revocation.

The Selling Shareholders have reserved the right to withdraw from the Offering, postpone it, defer it or
suspend it at any time before the Offering Price is established, without having to give reasons for their
decision.

Furthermore, if the Shares are not admitted to trading on the Spanish Stock Exchanges before 11.59
p.m. Madrid time of May 25, 2015, the Offering shall be deemed as automatically revoked under the
terms established in the “Plan of Distribution” section of this document. The Offering may also be
revoked in the other cases envisaged in the “Plan of Distribution” section of this document.

Shareholders in certain jurisdictions other than Spain - EU, including the United States, may not be
able to exercise their pre-emptive rights to acquire further shares.

Under Spanish corporate law, holders of shares generally have the right to subscribe and pay for a
sufficient number of shares to maintain their relative ownership percentages prior to the issuance
of any new shares against monetary contributions, unless such right is excluded under special
circumstances by a resolution passed at the general shareholders’ or Board of Directors meeting, in
accordance with the Spanish Companies Act. Even if the right is not excluded and therefore
exercisable, holders of the Shares in certain jurisdictions other than Spain may not be able to exercise
pre-emptive subscription rights unless applicable securities law requirements are complied with or
exemptions are available, although the option provided under the Prospectus Rules to passport a
prospectus into other member states of the EEA may facilitate the exercising of such rights by
residents in the EEA. The Company may determine that it is not in its best interests to comply with
these formalities and there can be no assurance that such exemptions will be available. Accordingly,
the pre-emptive subscription rights of any such affected shareholders may lapse and their
proportionate interests may be reduced. In particular, holders of Shares resident in the United States
may not be able to exercise any future pre-emptive subscription rights in respect of the Shares they
hold unless a registration statement under the Securities Act is effective or an exemption from the
registration requirements under the Securities Act is available. No assurance can be given that
Talgo would file or has declared any such registration statement as effective or that any exemption
from such registration requirements would be available to allow for the exercising of the pre-
emptive subscription rights of US holders, or that the Company would make use of an exemption, if
available.

Shareholders in countries with currencies other than the euro face additional investment risk from
currency exchange rate fluctuations in connection with their holdings of Talgo shares.

The Shares will be quoted only in euros and any future payments of dividends on Talgo’s shares will
be in euros. The euro has recently fluctuated significantly in value against many major world
currencies, including the US dollar. The US dollar or other currency equivalents of any dividends paid
on the Shares or received in connection with a sale of the Shares could be adversely affected by the
depreciation of the euro against the US dollar or other currencies.
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The ability of shareholders residing outside Spain to effect service of process on the Company or
any of its Directors or officers or to enforce any foreign court judgments against them may be
limited.

The Company is organized and exists under the laws of Spain. The rights of its shareholders are
governed by Spanish law and its bylaws and may differ from the rights of a shareholder of a foreign
corporation. The majority of the Company’s Directors and officers are resident in Spain and a
substantial part of its assets and those of its Directors and officers are located in Spain. As a result, it
may not be possible for Company shareholders residing outside the EU to effect service of process
upon such persons or to enforce foreign court judgments against them or the Company.

The Offer Shares will not be freely transferable in the United States.

Any Shares offered and sold to investors located in the United States will be “restricted securities” (as
defined in Rule 144 of the Securities Act) and such Shares may not be reoffered, resold, pledged or
otherwise transferred, except: (i) outside the United States in accordance with Rule 903 or Rule 904
under Regulation S; (ii) to a QIB in a transaction that is exempt from registration under the Securities
Act and that meets the requirements of Rule 144A; (iii) pursuant to an effective registration statement
under the Securities Act; (iv) in accordance with Rule 144 of the Securities Act; or (v) in another
transaction not requiring registration under the Securities Act; and, in each case, in accordance with
any applicable securities laws of any State of the United States or any other jurisdiction.
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USE OF PROCEEDS

Talgo, S.A. will not receive any of the proceeds from the sale of Offer Shares to be sold by the Selling
Shareholders in the Offering.

The Company believes that the Offering and subsequent Admission will enable the Group to expand
the number of Company shareholders and access capital markets, which could allow the Company to
improve its financing agreements for the future development of the Group’s business. In addition, it is
expected that the Offering will enhance the Groups’ brand name as a result of it being a listed
company and provide liquidity on the Spanish Stock Exchanges for the shares held by its shareholders.
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DIVIDENDS AND DIVIDEND POLICY

In accordance with Spanish law, dividends may only be distributed from profit for the year or
unrestricted reserves and only if the requirements under the Company’s bylaws and applicable law are
met and the value of the Company’s shareholders’ equity, as a result of the distribution, is not less than
its share capital. If losses from previous years have caused the value of the Company’s net assets to be
less than its share capital, then the Company’s profits will be used to offset such losses (see
“Description of Capital Stock-Dividend and Liquidation Rights™).

In addition, Spanish law requires companies incorporated in Spain to contribute at least 10% of their
profit for the financial year to the legal reserve until the balance of such reserve is equivalent to at least
20% of the respective company’s issued share capital. A company’s legal reserve is not available for
distribution to its shareholders except upon such company’s liquidation.

Talgo, S.A.

As at December 31, 2014, the Company’s mandatory legal reserve amounted to €6,924 thousand,
representing 16.81% of the Company’s share capital.

As at December 31, 2014, the Company’s stand-alone balance sheet reflected a share premium (“prima
de emision”) of €68,451 thousand, losses obtained by the Company in previous years of €9,368
thousand and other reserves corresponding to the management incentive plan of €30,512 thousand (see
“Management and Board of Directors-Management Compensation-Compensation of Directors and
Senior Management-Management Incentive Plans”). The share premium may be freely distributed to
shareholders of the Company as dividends, provided that the requirements set forth by the Spanish
Companies Act are met (see “Description of Capital Stock-Dividend and Liquidation Rights”).

As of the date of this document, the Company does not have any statutory limitations to pay out
dividends. In addition, the Company has no R&D expenses nor any goodwill recorded as assets in its
balance sheet that may limit the Company's capacity to pay dividends. However, as the Company is a
holding company with no direct operations, which conducts all of its business through a wholly-owned
subsidiary of the Company (Patentes Talgo, S.L.U.), the distribution of dividends by the Company will
be subject to the distribution of dividends by Patentes Talgo, S.L.U. which in turn, is subject to the
fulfillment of the requirements set forth in Spanish law and certain requirements described below.

In 2012, 2013 and 2014, no dividends were paid out by the Company. In 2012 and 2013, stand-alone
losses of the Company amounted to €25 thousand (Talgo’s consolidated profit of the year was €36,831
thousand) and €9,307 thousand (Talgo’s consolidated profit of the year was €30,981 thousand),
respectively. In financial year 2014, the Company’s profit for the year was €2,978 thousand (Talgo’s
consolidated profit of the year was €38,484 thousand) of which the Company has allocated €1,313
thousand to the legal reserve (which has been now fully provisioned) and €1,665 thousand to set-off
losses from previous fiscal years.

Patentes Talgo, S.L.U.

In the years ended December 31, 2012, 2013 and 2014, no dividends were paid out by Patentes Talgo,
S.L.U. In 2014, Patentes Talgo, S.L.U.’s profit for the year was €31,713 thousand, of which €6,816
thousand was applied to non-distributable goodwill reserves and €24,897 thousand to distributable
reserves.
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In this regard, the distribution of dividends by Patentes Talgo, S.L.U., as there are not any statutory
limitations, will be subject to the fulfillment of the requirements set forth in Spanish law and in the
credit facility agreement with EIB as described below:

In accordance with article 273.3 of the Spanish Companies Act, dividends may only be paid if
the distributable reserves are at least equal to the amount of R&D expenses recorded as assets
in the balance sheet. As at December 31, 2014, R&D expenses recorded as an asset amounted
to €34,137 thousand which is a lower amount than the distributable reserves of Patentes Talgo,
S.L.U. as at December 31, 2014 (€131,829 thousand).

In accordance with article 273.4 of the Spanish Companies Act, Patentes Talgo, S.L.U., must
provide a non-distributable reserve equivalent to the goodwill included as an asset in its balance
sheet, targeting profits of at least 5% of goodwill. If there is no profit, or if they are insufficient,
distributable reserves will be used. As at December 31, 2014 the goodwill reserve amounted to
€40,899 thousand and therefore, an additional €95,430 thousand need to be provisioned as non-
distributable reserve in order to reach the total amount of goodwill recorded as an asset.

As at December 31, 2014, Patentes Talgo’s legal reserve was equivalent to at least 20% of its
issued share capital.

Finally, the credit facility agreement entered into Patentes Talgo, S.L.U. with EIB, restricts the
distribution of dividends to the Company as, in any event, cannot exceed 50% of the
distributable net results (profits after taxes) in accordance with the audited consolidated
financial statements of Patentes Talgo, S.L.U. and its subsidiaries. For a description of the
credit facility agreement executed with EIB, see “Operating and Financial Review-Bank
Borrowings”.

The Company’s dividend policy and the amount of future dividends it decides to pay, if any, will
depend on a number of factors, including, but not limited to, the Company’s earnings, financial
condition, debt servicing obligations, cash requirements (including capital expenditure and investment
plans), prospects, market conditions and such other factors as may be deemed relevant at the time. The
amount of dividends will be proposed by the Company’s Board of Directors and determined by its
shareholders at the general shareholders’ meetings.

The Offer Shares sold in the Offering will be eligible for any dividends paid out or declared thereafter.

The Company intends to target a dividend of approximately 20-30% of its consolidated profit after tax,
both against interim dividends and/or against freely available reserves, starting with dividends
payments in 2016.
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CAPITALIZATION AND INDEBTEDNESS

The following table represents a statement of capitalization and indebtedness, distinguishing between
guaranteed and unguaranteed, secured and unsecured indebtedness, as of February 28, 2015 and
December 31, 2014. The table should be read in conjunction with “Selected Consolidated Financial
Information” and “Operating and Financial Review”.

As at February 28,2015  As at December 31, 2014

(€ thousand) (€ thousand)
A. Total Current liabilities 250,122 238,311
Guaranteed - -
Secured - -
Unguaranteed/ Unsecured 250,122 238,311
B. Total Non-Current liabilities 105,008 105,385
Guaranteed 18,059 20,716
Secured - -
Unguaranteed/ Unsecured 86,949 84,669
C. Shareholder’s equity: Capital and
reserves attributable to the owners of 257,825 249,613
the Parent Company
Share capital 41,187 41,187
Legal Reserve 8,237 6,924
Share premium, other reserves,
retained earnings, other equity 208,401 201,502
instruments and net income
TOTAL (A+B+C) 612,955 593,309
D. Cash 33,262 47,927
E. Cash equivalent' 39,983 39,983
F. Trading securities - -
G. Cash and cash equivalents (D+E+F) 73,245 87,910
H. Other financial assets 158 167
I. Curre