La Compafiia, en relacion con el folleto de ampliacion de capital de Distribuidora Internacional de
Alimentacion, S.A., registrado con fecha 25 de octubre de 2019, aporta como adenda el siguiente texto:

AVISO IMPORTANTE

La inversion en Derechos de Suscripcion Preferente y Nuevas Acciones esta sujeta a una serie de
riesgos. En consecuencia, los inversores y los potenciales inversores deberan evaluar
cuidadosamente antes de realizar una inversién en los Derechos de Suscripcion Preferente y en las
Nuevas Acciones, toda la informacién incluida en este Folleto, incluidos, en particular, los riesgos
descritos debajo y en el apartado de “Factores de Riesgo”. El negocio, la situacion financiera, los
resultados de las operaciones y las perspectivas del Grupo podrian verse afectadas de forma
significativa y adversa por cualquiera de los riesgos que se describen a continuacion. En ese caso, el
precio de mercado de los Derechos de Suscripcion Preferente o de las Acciones podria descender, y
los inversores podrian perder la totalidad o parte de su inversion. Para méas informacion, véase
“Factores de Riesgo”.

Riesgo de rentabilidad y ausencia de la aprobacién de un plan de negocio a largo plazo a la fecha del
Folleto

En los resultados del primer semestre, a fecha 30 de junio de 2019, el grupo registré unas pérdidas netas
atribuibles de 418,7 millones de euros, frente a una pérdida de 29,6 millones de euros en el mismo
periodo en 2018, lo cual fue consecuencia de (i) un fuerte impacto negativo en los beneficios
consecuencia del fuerte descenso del 7,0% de las ventas; (ii) un deterioro del valor de los activos no
corrientes por valor de 11,6 millones de euros; (iii) unas pérdidas por enajenacion de inmovilizado por
valor de 51,6 millones de euros; (iv) un deterioro de los saldos de deudores comerciales por valor de 35,8
millones de euros; (v) unos gastos de reestructuracion, relacionados principalmente con empleados, por
valor de 40,3 millones de euros; y (vi) un aumento de los gastos financieros de 80,5 millones de euros.
Adicionalmente, esta pérdida neta atribuible se debe también a los efectos extraordinarios y excepcionales
de 61,0 millones de euros registrados en este periodo, relacionados con las diferentes medidas que se han
implementado para establecer las bases adecuadas para el cambio de rumbo de la Sociedad a largo plazo,
tales como, entre otras, el cierre de tiendas de bajo rendimiento, que la Sociedad espera que se traduzcan,
en su caso, en un resultado positivo en las ventas y en la rentabilidad a medio y largo plazo, tal y como se
explica mas adelante en el presente Folleto.

El total consolidado de los fondos propios del Grupo ascendié a 566,2 millones de euros negativos a 30
de junio de 2019. Asimismo, un analisis detallado del riesgo y de las posibilidades de recuperacion ha
resultado en el reconocimiento de amortizaciones, pérdidas y provisiones para riesgos asociados con el
negocio que no se habian reflejado anteriormente. Tras la Oferta, suponiendo que la Oferta se suscriba en
su totalidad, el total consolidado de los fondos propios del Grupo sera negativo por un importe de 65,19
millones de euros. No obstante lo anterior, DIA, como sociedad matriz del Grupo, no estara en causa de
disolucién, ya que los fondos propios de DIA, suponiendo que la Oferta se suscribe en su totalidad,
ascenderan a 327,19 millones de euros positivos. Para mas informacion, véase “Capitalizacion y
Endeudamiento”.

A fecha de registro del presente Folleto, el Grupo continla desarrollando su plan de negocio a largo plazo
basado en su estrategia de transformacion, la cual establecera las directrices de la nueva estrategia del
Grupo y sera la base para evaluar la posibilidad de recuperacion a largo plazo de sus activos. El disefio e
implementacion del plan de negocios a largo plazo es un ejercicio complejo que implica la ejecucién
simultanea de numerosas iniciativas, las cuales pueden plantear retos operativos importantes. No es
posible garantizar que la estrategia y los objetivos del Grupo en el marco del nuevo plan de negocios se
cumplan plenamente, que se alcancen en el plazo previsto o que no se superen los costes de ejecucion



esperados. La imposibilidad del Grupo de implementar la estrategia de negocio podria tener un efecto
material adverso en el negocio, condicion financiera y resultados de las operaciones.

Conforme a las disposiciones de los Nuevos Acuerdos de Financiacion (segin se definen a continuacién),
el incumplimiento por parte de la Sociedad de entregar el futuro plan de negocios a largo plazo a los
Prestamistas (segln se definen a continuacion) antes del cierre del ejercicio del afio 2019, podria suponer
un supuesto de incumplimiento en virtud de los Nuevos Acuerdos de Financiacion y dar lugar a un
incumplimiento de los bonos pendientes de 2021 y 2023 (conjuntamente, los “Bonos”). Para mas
informacion acerca de las razones por las cuales se ha disminuido la rentabilidad del Grupo, véase el
factor de riesgo “Riesgo de rentabilidad y ausencia de la aprobacion un plan de negocio a largo plazo a
la fecha del Folleto”.

El Grupo puede incumplir las condiciones de refinanciacion tras la ejecucion de la Oferta, lo que
daria lugar a un supuesto de incumplimiento de los Nuevos Acuerdos de Financiacién y, por tanto, el
Grupo podria verse incapacitado para continuar como negocio en funcionamiento

El 31 de diciembre de 2018, la Sociedad suscribié un contrato de financiacion (los “Acuerdos de
Financiacién Preexistentes”) y, el 17 de julio de 2019, DIA suscribié con todos los prestamistas
sindicados de los créditos sindicados de la Sociedad (los “Prestamistas”) un contrato que modifica y
actualiza los Acuerdos de Financiacion Preexistentes (los “Nuevos Acuerdos de Financiacion”). Los
Nuevos Acuerdos de Financiacién prorrogaron los plazos de vencimiento de todos los tramos
preexistentes de los créditos sindicados (902,4 millones de euros) hasta el 31 de marzo de 2023 y
establecieron una linea de crédito de 70,8 millones de euros por parte de los Prestamistas. En el contexto
de la negociacion de los Nuevos Acuerdos de Financiacion, se ha exigido a la Sociedad que mejore el
paquete de garantias de los Nuevos Acuerdos de Financiacion mediante la transferencia de activos,
pasivos y contratos a determinadas filiales de su propiedad (el “Hive Down”).

Con el fin de implementar el Hive Down, entre otras cuestiones, la Sociedad esta obligada, en virtud de
los Nuevos Acuerdos de Financiacion a transferir sus negocios, activos, pasivos y contratos a ciertas
filiales indirectamente participadas por la Sociedad, en o antes del 31 de diciembre de 2019. Sin embargo,
dicha transferencia no incluye la transferencia de (a) los bonos (European Medium Term Notes)
actualmente emitidos por la Sociedad; (b) cualquier activo, pasivo o relacién contractual que no pueda ser
transferida debido a restricciones legales o contractuales; (c) cualquier activo, pasivo 0 contrato cuya
transferencia afecte de forma significativa y adversa al negocio de la Sociedad o del Grupo; (d) cualquier
activo, pasivo o contrato cuya transferencia resulte en un coste para el Grupo (incluyendo impuestos o
pérdidas de activos por impuestos) que excedan de un importe total de 5,0 millones de euros (en el caso
de que se exceda dicho limite, la Sociedad y los Prestamistas iniciaran conversaciones de buena fe para
identificar las formas de minimizar dichos costes y acordar los pasivos y relaciones contractuales
relevantes que se transferiran consecuencia del Hive Down); y (e) cualquier contrato de arrendamiento de
bienes inmuebles cuya cesidn o traspaso de derecho al arrendador a incrementar el alquiler o terminar el
contrato de arrendamiento.

En concreto, el primer hito del Hive Down incluye, salvo las excepciones anteriormente mencionadas, la
transferencia de: (i) todos los inmuebles propiedad de la Sociedad en Espafia; (ii) algunas tiendas
comerciales de la Sociedad que representen al menos el 58% del EBITDA Restringido (EBITDA después
de sumar todos los importes previstos para depreciacion, amortizacion y deterioro); y (iii) las
participaciones de la Sociedad en las filiales brasilefia, argentina y portuguesa, en la medida en que sea
viable desde el punto de vista legal, fiscal y reglamentario (el “Primer Hito del Hive Down”).

Ademas de la transferencia de activos, pasivos y contratos, esta previsto en los Nuevos Acuerdos de
Financiacién que la Sociedad transfiera, como tarde el 31 de diciembre de 2019, su deuda bancaria
sindicada a la sociedad actualmente denominada DIA Finance, S.L. (“DebtCo Espafiola”) y a Twins
Alimentacion, S.A. (“OpCo Espafiola™). Para mas informacion, véase “El Grupo puede incumplir las
condiciones de refinanciacién tras la ejecucion de la Oferta, lo que daria lugar a un supuesto de



incumplimiento de los Nuevos Acuerdos de Financiacién y, por tanto, el Grupo podria verse
incapacitado para continuar como negocio en funcionamiento”.

La Sociedad considera que deberia estar en condiciones de aplicar el régimen del Hive Down de acuerdo
con los términos de los Nuevos Acuerdos de Financiacién. A pesar de ello, el Hive Down es un proceso
de reestructuracion intragrupo complejo, que requerira la implementacion de un elevado ndmero de pasos
y acciones en diferentes jurisdicciones, involucrando también a terceras partes (tales como arrendadores,
proveedores, Registros de la Propiedad y Mercantiles, autoridades fiscales, etc.); los cuales deberian
llevarse a cabo en o antes del 31 de diciembre de 2019.

Ademas de lo anterior, el incumplimiento por parte de la Sociedad de las siguientes obligaciones
recogidas en los Nuevos Acuerdos de Financiacién, entre otras, podrian dar lugar a un supuesto de
incumplimiento de dichos acuerdos: (i) un pacto de liquidez minima (minimum liquidity covenant),
fijandola en 30 millones de euros en efectivo o equivalentes (salvo cualquier efectivo retenido) aplicable
hasta el 31 de diciembre de 2020, que se comprobara trimestralmente sobre una base de 12 meses que
comienza a partir del 31 de diciembre de 2019; (ii) un acuerdo de apalancamiento (leverage covenant),
que comienza a partir del 31 de diciembre de 2020, establecido a unos niveles que incluyen un margen de
ganancia del 35% de la Deuda Neta Total Actualizada/ratio EBITDA Reducido establecido en el futuro
plan de negocios a largo plazo de la Sociedad, que se comprobard cada dos semestres; (iii) unos
compromisos de gastos de capital y de reestructuracion (capex and restructuring cost covenants)
establecidos en el 112,5% y el 120% respectivamente, de los importes totales de los gastos de capital y de
reestructuracién incluidos en el futuro plan de negocios a largo plazo de la Sociedad. Para mas
informacion, véase “Descripcién de Ciertos Acuerdos de Financiacion”.

El incumplimiento por parte de la Sociedad de cualquiera de las obligaciones anteriormente mencionadas
conllevaria un supuesto de incumplimiento de los Nuevos Acuerdos de Financiacion, y daria lugar a un
incumplimiento cruzado de los Bonos en vigor.

El accionista principal de la Sociedad ha realizado varias operaciones vinculadas con la Sociedad

La Sociedad y varias de las sociedades del grupo LIHS (el “Grupo LIHS”) han realizado una serie de
operaciones vinculadas tras la adquisicion por LetterOne de la participacion de control de la Sociedad En
concreto, la Sociedad y diversas sociedades del Grupo LIHS han realizado las siguientes operaciones
vinculadas:

. Primer Préstamo Participativo y Segundo Préstamo Participativo — suscritos con LetterOne el 29
de mayo de 2019 y el 26 de junio de 2019 respectivamente, y por un principal de 40,0 y 450,0
millones de euros respectivamente. Ambos se otorgaron para cualquier uso dentro del objeto social
o la actividad habitual de la Sociedad, y, principalmente, para atender las necesidades de liquidez
de la Sociedad. La fecha de repago de ambos es el 28 de noviembre de 2019. Los intereses anuales
ascienden al 0,25% (Primer Préstamo Participativo) y al 2,80% (Segundo Préstamo Participativo)
de las ventas medias mensuales del Grupo conforme a las Gltimas cuentas de los estados
financieros consolidados de DIA disponibles, hasta un méximo del 2% anual de la cuantia
prestada. El importe total de los intereses devengados por ambos préstamos participativos a fecha
30 de septiembre de 2019 es de 2,28 millones de euros, y hasta su vencimiento se espera que el
importe total al que asciendan los intereses sea de 3,89 millones de euros.

. Contrato de servicios de gestién — suscrito el 12 de junio de 2019 entre DIA y L1 Retail (UK) LLP
y L1 Retail (Jersey) LLP, dos sociedades pertenecientes al Grupo LIHS. L1 Retail (UK) LLP y L1
Retail (Jersey) LLP, son dos sociedades que forman parte de una firma de inversién internacional,
con experiencia probada en el sector retail y en la transformacion retail a nivel mundial. En este
sentido, el contrato de servicios de gestion tiene por objeto beneficiar a DIA con su experiencia en
el sector retail y proporcionarle servicios de consultoria y asesoramiento con el fin de ayudar a
mejorar el rendimiento de DIA. A cambio de los servicios prestados, DIA ha acordado pagar



416.666,66 euros al mes, lo cual suma un total de hasta 5,0 millones de euros anuales. Este
contrato tiene una duracién indefinida y puede ser terminado por mutuo acuerdo entre las partes,
mediante preaviso de 6 meses por cualquiera de las partes o por DIA en caso de que LetterOne
deje de ser accionista de control de la Sociedad.

o Carta de Compromiso del Tramo TL — suscrita el 17 de julio de 2019 entre la Sociedad y
LetterOne, en virtud de la cual LetterOne se compromete a proporcionar (0 a conseguir por
cualquier otro medio la provision por parte de terceros) del Tramo TL (seglin se define a
continuacion) por una cuantia total de 200,0 millones de euros, con un margen fijado en el 7%.

. Compromiso de Aseguramiento — suscrito el 24 de octubre de 2019 entre la Sociedad y LetterOne,
mediante el cual, a cambio de comprometerse a suscribir hasta 500,0 millones de euros de la
Oferta, incluyendo hasta 81.445.000,40 euros en el Segundo Tramo, sujeto a las condiciones del
Compromiso de Aseguramiento, la Sociedad se compromete a abonar una comisién de
3.868.637,50 euros a LetterOne. Esta decision se ha basado principalmente en los contactos
realizados, y las propuestas de aseguramiento recibidas por la Sociedad.

Todas las anteriores operaciones han sido aprobadas tras la emisién del correspondiente informe por parte
de la Comision de Auditoria y Cumplimiento de la Sociedad. Asimismo, el Consejo de Administracién de
la Sociedad también ha aprobado las mencionadas operaciones. Para dicha aprobacion, los consejeros
dominicales, designados por LetterOne, se han abstenido de deliberar sobre los acuerdos pertinentes y se
han adherido al voto de los consejeros independientes, aprobandose todas estas operaciones por
unanimidad a través del mismo procedimiento. La Sociedad considera que todas estas operaciones se han
realizado en condiciones de mercado y en el mejor interés de la Sociedad. Como consecuencia de las
operaciones anteriormente mencionadas, realizadas por y entre la Sociedad y varias sociedades del Grupo
LIHS, DIA tiene cierta dependencia de su accionista mayoritario. Para mas informacién, véase
“Operaciones con Partes Vinculadas” y “Plan de Distribucion — Compromiso de Aseguramiento”.



THIS PROSPECTUS AND ANY ACCOMPANYING DOCUMENTS ARE IMPORTANT AND REQUIRE YOUR IMMEDIATE
ATTENTION. IF YOU ARE IN ANY DOUBT ABOUT THE CONTENTS OF THIS PROSPECTUS OR AS TO WHAT ACTION
YOU SHOULD TAKE, YOU SHOULD IMMEDIATELY CONSULT AN APPROPRIATELY AUTHORIZED PROFESSIONAL
ADVISOR.

This document constitutes a prospectus (the “Prospectus”) for the purposes of Article 3 of the European Parliament and Council
Regulation (EU) 2017/1129 of June 14, 2017 on the prospectus to be published when securities are offered to the public or admitted to
trading on a regulated market and repealing Directive 2003/71/EC (the “Prospectus Regulation”) and the Commission Delegated
Regulations (EU) 2019/979 and 2019/980 of March 14, 2019 (the “Prospectus Delegated Regulations” and, together with the Prospectus
Regulation, the “Prospectus Rules”), relating to Distribuidora Internacional de Alimentacion, S.A. (“DIA” or the “Company” and,
together with its consolidated subsidiaries, the “Group”, unless otherwise indicated or the context otherwise requires). The Prospectus has
been prepared in accordance with Annexes 1 and 11 of the Commission Delegated Regulation (EU) 2019/980 of March 14, 2019. On
October 25, 2019, the Prospectus has been approved by the National Securities Market Commission (Comisién Nacional del Mercado de
Valores) (“CNMV”), as competent authority under the Prospectus Regulation, meaning that the information given in the Prospectus meets
the standards of completeness, consistency and comprehensibility required by the Prospectus Rules. Such approval relates only to the
offering of the Preferential Subscription Rights (as defined below) and the New Shares (as defined below) that are to be admitted to trading
on the Spanish Stock Exchanges (as defined below) as a regulated market for the purposes of the European Parliament and of the Council
Directive 2014/65/EU of May 15, 2014, on markets in financial instruments, as amended (“MiFID I1”). The Prospectus is available on the
CNMV’s website (www.cnmv.es) and on the Company’s website (www.diacorporate.com).

DiA

Distribuidora Internacional de Alimentacion, S.A.

OFFERING OF 6,055,522,466 NEW SHARES

BY MEANS OF A RIGHTS OFFERING OF NEW SHARES AT AN OFFERING PRICE OF €0.10 PER SHARE
AND ADMISSION TO TRADING ON THE SPANISH STOCK EXCHANGES

The Extraordinary General Shareholders’ Meeting of the Company held on October 22, 2019 approved, among other things, a share capital reduction
for the purposes of restoring the balance and structure of the company’s net equity in an amount of €56,021,086.17 by decreasing the nominal value of
the Company’s ordinary shares (the “Shares” or individually, a “Share”) by €0.09 from the current nominal value of €0.10 per Share to €0.01 per
Share (the “Share Capital Reduction”). Once the Share Capital Reduction is effectively registered with the Commercial Registry of Madrid (Registro
Mercantil de Madrid), the share capital of the Company, which as of the date of this Prospectus is set at €62,245,651.30, will be reduced to
€6,224,565.13. Therefore, as registration of the Share Capital Reduction with the Commercial Registry of Madrid is expected to occur before the
closing and execution of the Offering (as defined below), the initial share capital figure that has been taken as a reference in the Prospectus for the
purposes of calculations related to the Offering is €6,224,565.13.

This Prospectus relates to the offering of 6,055,522,466 new ordinary shares of the Company, each with a nominal value of €0.01 (the “New Shares”)
pursuant to a rights offering (the “Offering”).

The Offering is divided in two tranches, (i) a first tranche of €41,855,499.96 of nominal value and €418,554,999.60 of effective value by means of
compensations of credits due by the Company to its shareholder L1R Investl Holdings S.a r.l. (“LetterOne™), which is part of the retail division of
Letterone Investment Holdings S.A. (“LIHS”) under certain profit participating loans (the “PPLs”) (the “First Tranche™); and (ii) a second tranche of
a maximum of €18,699,724.70 of nominal value and €186,997,247.00 of effective value by means of cash contributions to be made by the shareholders
of the Company (other than LetterOne) exercising their Preferential Subscription Rights (as defined below) and/or other investors who purchase said
rights (the “Second Tranche”).

Subject to the terms and conditions set out herein, the Company is granting, with regard to the Second Tranche, transferable subscription rights (the
“Preferential Subscription Rights” and together with the New Shares, the “Securities”) to existing holders of Shares (other than LetterOne) who
acquired their Shares on or before October 29, 2019 (the expected date of publication of the Offering in the Spanish Commercial Registry Official
Gazette (Boletin Oficial del Registro Mercantil) (“BORME”) and appear as shareholders of the Company in Iberclear (as defined below) on or before
October 30, 2019 (the “Eligible Shareholders™). Each Share held by the Eligible Shareholders entitles its holder to receive 10 Preferential Subscription
Rights in the Second Tranche. Eligible Shareholders do not include LetterOne, who is understood to have already exercised all the Preferential
Subscription Rights that it could be entitled to in the Offering during the First Tranche. The exercise of 1 Preferential Subscription Right entitles the
relevant Eligible Shareholder to subscribe for 1 New Share in consideration for payment of a subscription price of €0.10 per New Share, which is
referred to as the “Subscription Price”.

The Shares are listed on the Barcelona, Bilbao, Madrid and Valencia Stock Exchanges (the “Spanish Stock Exchanges”) and are quoted on the
Automated Quotation System of the Spanish Stock Exchanges (Sistema de Interconexion Bursatil or Mercado Continuo) (the “AQS”) under the
symbol “DIA”. The Company expects the Preferential Subscription Rights to be listed on the Spanish Stock Exchanges and to be traded on the AQS
during the period from 8:30 a.m. (CET) on October 30, 2019 to 5:30 p.m. (CET) on November 13, 2019. The Company will apply for admission to
listing of the New Shares on the Spanish Stock Exchanges and quotation on the AQS (the “Admission”).

The preferential subscription period will commence on the first calendar day following the publication of the Offering in the BORME and will last up
to and including the 15" calendar day thereafter (the “Preferential Subscription Period”). During the Preferential Subscription Period, Eligible
Shareholders (which do not include LetterOne) will be able to sell all or part of their Preferential Subscription Rights or, alternatively, to subscribe, in
whole or in part, for New Shares in the Second Tranche, subject to any applicable restrictions on transfer described in this Prospectus, while other


http://www.cnmv.es/
http://www.diacorporate.com/

investors may acquire Preferential Subscription Rights in the market in the required proportion and subscribe for the corresponding New Shares in the
Second Tranche. Both Eligible Shareholders and other investors that acquire Preferential Subscription Rights and exercise their Preferential
Subscription Rights, in whole or in part, may also subscribe for additional New Shares during the additional allocation period, which is expected to take
place by no later than November 21, 2019 (the “Additional Allocation Period”), as described in this Prospectus. For the avoidance of doubt, for this
purpose LetterOne shall be considered to have exercised its Preferential Subscription Rights by subscribing the First Tranche, as it equals to the
Preferential Subscription Rights corresponding to LetterOne in the Offering.

Preferential Subscription Rights not exercised within the Preferential Subscription Period will expire without value. Assuming the New Shares are fully
subscribed, they will represent approximately 972.84% of the Company’s issued and paid-up share capital at the date the Share Capital Reduction is
registered with the Commercial Registry of Madrid and approximately 90.68% of the Company’s issued and paid-up share capital after the execution of
the Offering.

Any New Shares in the Second Tranche that are not subscribed for during the Preferential Subscription Period or the Additional Allocation Period may
then be offered to Eligible Shareholders or to qualified investors showing interest in acquiring New Shares in the Second Tranche during a discretionary
allocation period which is expected to begin at any time after the end of the Additional Allocation Period and end no later than 16:00 p.m. CET on
November 22, 2019 (the “Discretionary Allocation Period”).

LetterOne shall be entitled to subscribe New Shares in the Second Tranche, either in the Additional Allocation Period or in the Discretionary Allocation
Period, first by capitalization of the PPLs and secondly by cash contributions.

New Shares in the Second Tranche that remain unsubscribed after such Discretionary Allocation Period will, subject to the terms and limitations of the
Underwriting Commitment (as defined herein), be subscribed by LetterOne as underwriter of the Offering (the “Underwriter”) at the Subscription
Price.

No action has been taken, or will be taken, in any jurisdiction other than Spain that would permit a public offering of the Preferential Subscription
Rights or the New Shares in the Second Tranche, or possession or distribution of this Prospectus or other offering or publicity materials issued in
connection with this Offering, in any country or jurisdiction where action for that purpose is required. Accordingly, the Preferential Subscription Rights
and the New Shares in the Second Tranche may not be exercised, offered or sold, directly or indirectly, and neither this Prospectus nor any other
offering or publicity materials issued in connection with this Offering may be distributed or published, in or from any country or jurisdiction except
under circumstances that will result in compliance with any applicable rules and regulations of any such country or jurisdiction. In particular, and
without limiting the foregoing, neither the Preferential Subscription Rights nor the New Shares have been or will be registered under the U.S. Securities
Act of 1933, as amended (the “U.S. Securities Act”) or with any securities regulatory authority of any state or other jurisdiction in the United States
and may not be offered or sold in the United States except in reliance on an available exemption from the registration requirements of the U.S.
Securities Act.

The New Shares are expected to be delivered through the book-entry facilities of the Spanish securities, clearance and settlement system (Sociedad de
Gestion de los Sistemas de Registro, Compensacién y Liquidacion de Valores, S.A.U.) (“Iberclear”), subject to payment, by not later than November
22, 2019, for New Shares in the Second Tranche subscribed during the Preferential Subscription Period, the Additional Allocation Period or the
Discretionary Allocation Period.

Investing in the Preferential Subscription Rights and/or the New Shares involves certain risks. See “Risk Factors”. You should read this
Prospectus in its entirety and in particular the risk factors set out in the section of this Prospectus headed “Risk Factors” before investing in
the Preferential Subscription Rights and/or the New Shares.

Underwriter
L1R Investl Holdings S.ar.l.
Agent Bank

Banco Bilbao Vizcaya Argentaria, S.A.

This Prospectus is dated October 25, 2019



IMPORTANT INFORMATION
General

By accepting delivery of this Prospectus, each purchaser of the New Shares and the Preferential
Subscription Rights will be deemed to have made the representations, warranties and acknowledgements
that are described in this Prospectus under the “Selling and Transfer Restrictions” section of this
Prospectus, and you further agree to each of the notices set forth below:

THIS PROSPECTUS DOES NOT CONSTITUTE AN OFFER TO SELL, OR A SOLICITATION
OF AN OFFER TO SUBSCRIBE FOR, ANY OF THE NEW SHARES AND THE
PREFERENTIAL SUBSCRIPTION RIGHTS BY ANY PERSON IN ANY JURISDICTION IN
WHICH IT IS UNLAWFUL FOR SUCH PERSON TO MAKE SUCH AN OFFER OR
SOLICITATION. NEITHER THE DELIVERY OF THIS PROSPECTUS NOR ANY SALE
MADE HEREUNDER SHALL UNDER ANY CIRCUMSTANCES IMPLY THAT THERE HAS
BEEN NO CHANGE IN THE AFFAIRS OF DIA OR THE GROUP OR THAT THE
INFORMATION SET FORTH HEREIN IS CORRECT AS OF ANY DATE SUBSEQUENT TO
THE DATE HEREOF.

In making an investment decision, prospective investors must rely upon their own examination of
the Company’s business and the terms of this Prospectus, including the merits and risks involved in
investing in the New Shares and the Preferential Subscription Rights. The Preferential
Subscription Rights and the New Shares offered hereby have not been recommended by any
foreign country securities commission or regulatory authority. Furthermore, the foregoing
authorities have not confirmed the accuracy or determined the adequacy of this Prospectus.

The distribution of this Prospectus and the offering, sale, exercise or transfer of the New Shares
and the Preferential Subscription Rights in certain jurisdictions may be restricted by law. Thus,
this Prospectus may not be used in connection with any offer or solicitation in any jurisdiction
where, or to any person to whom, it is unlawful to make such offer or solicitation. Other than in
Spain, no action has been taken or will be taken by the Company that would permit a public
offering of the New Shares and the Preferential Subscription Rights or the possession or
distribution of a Prospectus in any jurisdiction where action for that purpose would be required.
This Prospectus may not be used for, or in connection with, and does not constitute an offer of, or
an invitation or solicitation to subscribe for or purchase, any securities in any jurisdiction in which
such offer, invitation or solicitation would be unlawful. The Company require persons into whose
possession this Prospectus comes to inform themselves about and to observe any such restrictions.
The Company does not accept any responsibility for any violation by any person, whether or not
such person is a prospective purchaser of the New Shares and the Preferential Subscription Rights
described in this Prospectus, of any of these restrictions.

In particular, and without limiting the foregoing:
Important Information for investors in the United States

The New Shares and Preferential Subscription Rights have not been and will not be registered under the
U.S. Securities or with any securities regulatory authority of any state or other jurisdiction in the United
States and may not be offered or sold in the United States except pursuant to an effective registration
statement under the U.S. Securities Act or an exemption from the registration requirements of the U.S.
Securities Act, including, without limitations, to “qualified institutional buyers” (“QIBs”) within the
meaning of Rule 144A under the U.S. Securities Act (“Rule 144A”), in reliance on the exemption from
the registration requirements of the U.S. Securities Act provided by Rule 144A. Prospective investors are
hereby notified that sellers of the New Shares and the Preferential Subscription Rights may be relying on
the exemption from the registration requirements of Section 5 of the U.S. Securities Act provided by Rule
144A. The New Shares and the Preferential Subscription Rights may be offered and sold outside the
United States in offshore transactions in reliance on Regulation S under the U.S. Securities Act
(“Regulation S”). For a description of certain additional restrictions on transfers of the New Shares and



the Preferential Subscription Rights, see “Selling and Transfer Restrictions”. Terms used in this
paragraph have the meanings given to them by Regulation S.

The New Shares and the Preferential Subscription Rights offered hereby have not been reviewed or
recommended by any U.S. federal or state securities commission or regulatory authority. Furthermore, the
foregoing authorities have not passed upon the merits of the Offering or confirmed the accuracy or
determined the adequacy of this Prospectus. Any representation to the contrary is a criminal offense under
the laws of the United States.

Important Information for investors in Canada

The New Shares and the Preferential Subscription Rights may be sold only to purchasers purchasing, or
deemed to be purchasing, as principal that are accredited investors, as defined in National Instrument 45-
106 Prospectus Exemptions or subsection 73.3(1) of the Securities Act (Ontario), and are permitted
clients, as defined in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing
Registrant Obligations. Any resale of the New Shares and the Preferential Subscription Rights must be
made in accordance with an exemption from, or in a transaction not subject to, the prospectus
requirements of applicable securities laws.

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies
for rescission or damages if this Prospectus (including any amendment thereto) contains a
misrepresentation, provided that the remedies for rescission or damages are exercised by the purchaser
within the time limit prescribed by the securities legislation of the purchaser’s province or territory. The
purchaser should refer to any applicable provisions of the securities legislation of the purchaser’s
province or territory for particulars of these rights or consult with a legal advisor.

Important Information for investors in Australia

Neither this Prospectus nor any disclosure document (as defined in the Corporations Act 2001 of the
Commonwealth of Australia (the “Australian Corporations Act™)) in relation to the New Shares and the
Preferential Subscription Rights has been or will be lodged with the Australian Securities and Investments
Commission (“ASIC”) or ASX Limited (ABN 98 008 624 691) (the “ASX”) and New Shares and the
Preferential Subscription Rights may not be offered for sale, nor may applications for the issue, sale,
purchase or subscription of any New Shares and the Preferential Subscription Rights be invited, in, to or
from Australia (including an offer or invitation which is received by a person in Australia) and neither
this Prospectus nor any advertisement or other offering material relating to the New Shares and the
Preferential Subscription Rights may be distributed or published in Australia unless:

(i (A) the aggregate consideration payable by each offeree or invitee for the New Shares and the
Preferential Subscription Rights is at least AU$500,000 (or its equivalent in other currencies)
(disregarding moneys lent by the offeror or its associates); or (B) the offer otherwise does not
require disclosure to investors in accordance with Parts 6D.2 or 7.9 of the Australian Corporations
Act;

(if)  the offer or invitation is not made to a person who is a “retail client” within the meaning of section
761G of the Australian Corporations Act;

(iii)  such action complies with all applicable laws, regulations or directives in Australia; and

(iv)  such action does not require any document to be lodged with ASIC or any other regulatory
authority in Australia.

This Prospectus was prepared for “wholesale clients” only within the meaning of section 761G of the
Australian Corporations Act. This Prospectus is not directed at persons who are “retail clients” as defined
in the Australian Corporations Act.

Important Information for investors in Japan

The New Shares and the Preferential Subscription Rights have not been and will not be registered under
the Financial Instruments and Exchange Law of Japan (the “Financial Instruments and Exchange
Law”) and not offered, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan



(which term as used herein means any person resident in Japan, including any corporation or other entity
organized under the laws of Japan), or to others for re-offering or resale, directly or indirectly, in Japan or
to a resident of Japan, except pursuant to an exemption from the registration requirements of, and
otherwise in compliance with, the Financial Instruments and Exchange Law and any other applicable
laws, regulations and ministerial guidelines of Japan.

Important Information for investors in South Africa

The offer of the New Shares and the Preferential Subscription Rights is not an “offer to the public” as
defined in Section 95(1)(h) of the Companies Act No. 71 of 2008, as amended (the “South African
Companies Act”), and this Prospectus does not, nor is it intended to, constitute a prospectus prepared and
registered under the South African Companies Act. No South African residents or other offshore
subsidiaries may subscribe for or purchase any New Shares and the Preferential Subscription Rights or
beneficially own or hold any New Shares and the Preferential Subscription Rights unless such
subscription, purchase or beneficial holding or ownership is pursuant to Section 96(1) of the South
African Companies Act, or is otherwise permitted under the South African Exchange Control Regulations
or the rulings or policies of the South African Reserve Bank or applicable law.



IMPORTANT NOTICE

An investment in the Preferential Subscription Rights and New Shares is subject to a number of
risks. Accordingly, investors and prospective investors should carefully consider all of the
information set out in this Prospectus including, in particular, the risks described below and in the
“Risk Factors” section, prior to making an investment in the Preferential Subscription Rights and
New Shares. The Group’s business, financial condition, results of operations and prospects could be
materially and adversely affected by any of the risks described below. In such cases, the market
price of the Preferential Rights or Shares may decline, and investors may lose all or part of their
investment. For more information, see “Risk Factors”.

Profitability risk and absence of an approved long-term business plan as of the date of the Prospectus

In the first semester results, as of June 30, 2019, the Group recorded a net attributable loss of €418.7
million compared to a loss of €29.6 million in the same period in 2018, as a result of (i) the strongly
negative earnings impact related to the sharp sales decline of 7.0%; (ii) impairment of non-current assets
of €11.6 million; (iii) losses on disposal of fixed assets of €51.6 million; (iv) impairment of trade debtors
of €35.8 million; (V) restructuring expenses mainly related to personnel of €40.3 million; and (vi) an
increase of finance expenses of €80.5 million. In addition, this net attributable loss is also due to the
exceptional one-off effects of €61.0 million registered in the period in connection with the different
measures implemented to set the right basis for the long-term turnaround of the Company, such as, among
others, closure of poorly performing stores, which the Company expects will translate into visible positive
effects on sales and profitability only in the medium to long-term, if at all, as explained further in this
Prospectus.

Total consolidated equity of the Group amounted negative €566.2 million as of June 30, 2019. Also, a
detailed risk and recoverability analysis has resulted in the recognition of previously not addressed write-
offs, losses, and provisions for risks associated with the business. After the Offering, assuming full
subscription of the Offering, total consolidated equity of the Group will be negative €65.19 million.
Despite that, DIA, as parent company of the Group, will not be under dissolution cause, as DIA’s equity,
assuming full subscription of the Offering will amount to positive €327.19 million. For further details see
“Capitalization and Indebtedness”.

As of the date of registration of this Prospectus, the Group is continuing to develop its long-term business
plan based on its transformation strategy, which will set forth the guidelines of the new strategy of the
Group and be the basis to assess the long-term recoverability of its assets. The design and implementation
of the long-term business plan is a complex exercise involving the simultaneous execution of numerous
initiatives that may pose significant operational challenges. There can be no assurance that the Group’s
strategy and targets under the new business plan will be fully realized, that they will be achieved within
the targeted time frame, or at all, or that the associated expected implementation costs will not be
exceeded. The inability of the Group to implement its business strategy could have a material adverse
effect on its business, financial condition and results of operations.

As per the provisions of the New Finance Arrangements (as defined below), a failure by the Company to
deliver the future long-term business plan to the Lenders (as defined below) before the end of financial
year 2019 could trigger an event of default under the New Finance Arrangements (as defined below) and
result in a cross-default under the remaining outstanding 2021 and 2023 bonds (together, the “Bonds”).
For further detail on the reasons for the decrease in the Group’s profitability see the risk factor
“Profitability risk and absence of an approved long-term business plan as of the date of the Prospectus”.

The Group may fail to comply with the refinancing conditions after the execution of the Offering,
which would give rise to an event of default under the New Finance Arrangements, and therefore, the
Group may be unable to continue as a going concern

On December 31, 2018, the Company entered into a facilities agreement (the “Preexisting Finance
Arrangements”) and, on July 17, 2019, DIA entered into an agreement for the amendment and
restatement of the Preexisting Finance Arrangements with all the syndicated lenders of the Company’s



syndicated facilities (the “Lenders”) (the “New Finance Arrangements”). The New Finance
Arrangements extended the maturity dates of all pre-existing tranches of the syndicated facilities (€902.4
million) until March 31, 2023 and securing a €70.8 million financial facility from the Lenders. In the
context of the negotiation of the New Finance Arrangements, the Company has been required to enhance
the security package of the New Finance Arrangements by means of a transfer of assets, liabilities and
contracts to certain wholly-owned subsidiaries (the “Hive Down”).

In order to implement the Hive Down, among others, the Company is required under the New Finance
Arrangements to transfer its business, assets, liabilities and contracts to certain subsidiaries indirectly
owned by the Company, no later than December 31, 2019. However, such transfer does not include the
transfer of (a) the bonds (European Medium Term Notes) currently issued by the Company; (b) any
assets, liabilities or contractual relationships which may not be transferred due to legal or contractual
restrictions; (c) any assets, liabilities or contracts the transfer of which materially and adversely affects
the business of the Company or the Group; (d) any assets, liabilities or contracts the transfer of which
results in a cost for the Group (including taxes or losses of tax assets) which exceeds an aggregate amount
of €5,000,000 (in the event that such cap is exceeded the Company and the Lenders shall enter into good
faith discussions with a view to identifying ways to minimize such costs and to agreeing the relevant
assets, liabilities and contractual relationships which will be transferred as part of the Hive Down); and
(e) any property lease agreements the assignment or transfer of which entitles the lessor to increase the
rent or terminate the lease agreement.

In particular, the first hive down milestone includes, subject to the above exceptions, the transfer of: (i) all
real estate owned by the Company in Spain, (ii) certain commercial stores of the Company representing at
least 58% of Restricted EBITDA (EBITDA after adding back all amounts provided for depreciation,
amortization and impairment); and (iii) the Company’s holdings in the Brazilian, Argentinean and
Portuguese subsidiaries, to the extent viable from a legal, tax and regulatory standpoint (the “First Hive
Down Milestone”).

In addition to the transfer of assets, liabilities and contracts, it is envisaged in the New Finance
Arrangements that the Company shall, on or before December 31, 2019, transfer its syndicated bank debt
to the company currently named DIA Finance, S.L. (“Spain DebtCo”) and to Twins Alimentacion, S.A.
(“Spain OpCo”). For further information see “The Group may fail to comply with the refinancing
conditions after the execution of the Offering, which would give rise to an event of default under the New
Finance Arrangements, and therefore, the Group may be unable to continue as a going concern”.

The Company considers that it should be able to implement the Hive Down in accordance with the
requirements of the New Finance Arrangements. Notwithstanding the foregoing, the Hive Down is a
complex intragroup restructuring process which will require the implementation of a significant number
of steps and actions in different jurisdictions, also involving third parties (such as landlords, suppliers,
Land and Commercial Registries, tax authorities etc.), which must be implemented no later than
December 31, 2019.

In addition to the above, a failure by the Company to comply with the following relevant obligations
foreseen under the New Finance Arrangements, among others, could also result in an event of default
under said arrangements: (i) a minimum liquidity covenant set at €30 million in cash and cash equivalents
(less any trapped cash) to apply until December 31, 2020, to be tested quarterly on a 12-month look
forward basis, commencing from December 31, 2019 (ii) a leverage covenant, from December 31, 2020,
set at levels including 35% headroom to the Restated Total Net Debt/Restated EBITDA ratio established
in the future long-term business plan of the Company, to be tested semi-annually, and (iii) capex and
restructuring costs covenants fixed at 112.5% and 120%, respectively of the aggregate amounts of capex
and restructuring costs included in the new long-term business plan of the Company. For further details
see “Description of Certain Financing Arrangements”.

A failure by the Company to satisfy any of the aforementioned obligations would trigger an event of
default under the New Finance Arrangements and result in a cross-default under the remaining
outstanding Bonds.



The principal shareholder of the Company has executed several related party transactions with the
Company

The Company and several companies within the LIHS group (the “LIHS Group”), have executed a
number of related party transactions following the acquisition of a controlling stake by LetterOne. In
particular the Company and the following companies within the LIHS Group have entered into the
following related party transactions:

. First Profit Participating Loan and Second Profit Participating Loan — entered into with LetterOne
on May 29, 2019 and June 26, 2019, respectively, and for a principal amount of €40,000,000 and
€450,000,000, respectively. Both were granted for any uses within the corporate purpose or
activity of the Company, and, mainly, to assist the liquidity needs of the Company, and their
repayment date is November 28, 2019. The annual interest amounts to 0.25% (First Profit
Participating Loan) and 2.80% (Second Profit Participating Loan) of the Company’s group average
monthly sales in accordance with the latest available consolidated management accounts of the
Company, up to a maximum of 2% per annum of the amounts borrowed. The total amount of
interest accrued under both profit participative loans as of September 30, 2019 is €2.28 million,
and until their maturity the total amount of interests is expected to be a total 3.89 million.

o Management services agreement — entered into on June 12, 2019 between the Company and L1
Retail (UK) LLP and L1 Retail (Jersey) LLP, two companies within the LIHS Group. L1 Retail
(UK) LLP and L1 Retail (Jersey) LLP are companies within an international investment firm with
proven world-class retailing and retail transformation expertise. In this regard, the management
services agreement is aimed at benefitting DIA from their experience in the retail industry and by
providing consultancy and advisory services in order to help to improve DIA’s performance. In
exchange of the services rendered, DIA has agreed to pay up to €416,666.66 per month, which
amounts to up to €5,000,000 per year. This agreement has an indefinite duration and may be
terminated by a mutual agreement of the parties, by means of a 6-month prior notice by either
party or by DIA if LetterOne ceases to be a controlling shareholder of DIA.

. TL Tranche Commitment Letter — entered into on July 17, 2019 between the Company and
LetterOne, pursuant to which LetterOne commits to provide (or otherwise procure the provision by
other party/ies) the TL Tranche (as defined below) in an aggregate principal amount of
€200,000,000 with a margin set at 7%.

. Underwriting Commitment — entered into on October 24, 2019 between the Company and
LetterOne, whereby in exchange for committing to subscribe up to €500,000,000 of the Offering,
including up to €81,445,000.40 in the Second Tranche subject to the conditions thereof, the
Company agrees to pay a fee of €3,868,637.5 to LetterOne. This decision has been mainly based
on the contacts made and the underwriting proposals received by the Company.

All of the aforementioned transactions have been approved after the issuance of the relevant report by the
Audit and Compliance Committee of the Company. The Board of Directors of the Company has also
approved the abovementioned transactions. For such approval, the proprietary directors, which have been
appointed by LetterOne, have abstained from deliberation of the relevant resolutions and have adhered to
the vote of the independent directors, being all these transactions approved by unanimity using this same
procedure. The Company believes that all these transactions have been entered into under market
conditions and in the best corporate interest of the Company. As a consequence of all the abovementioned
transactions executed by and between the Company and several companies within the LIHS group, DIA
has certain dependency on its majority shareholder. For further information see “Related Party
Transactions” and “Plan of Distribution - Underwriting Commitment”.



MARKET AND INDUSTRY DATA

Certain of the market, market share, industry and certain other data contained in this Prospectus has been
taken from, or based upon, industry reports and other sources named in the sections of this Prospectus
entitled “Business Description” and “Industry and Market Overview”. This information has been obtained
from external sources including IGD, Alimarket, Kantar Worldpanel and MAPAMA, among others. Such
information has been presented as at the most recently available dates. Certain information in this
Prospectus is also based on proprietary research carried out on behalf of the Company by a leading
strategy consulting firm.

Industry surveys and publications generally state that the information contained therein has been obtained
from sources believed to be reliable, but that the accuracy and completeness of such information are not
guaranteed. The Group believes that these industry publications, surveys and forecasts are reliable but the
Group has not independently verified them and cannot guarantee their accuracy or completeness and
certain of this information, including market studies, are frequently based on information and assumptions
which may not be exact or appropriate, and their methodology is by nature forward-looking and
speculative.

Where information contained in this Prospectus has been sourced from a third party, the Group and the
Directors confirm 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 Prospectus
has been sourced from third parties, the source of such information has been clearly stated adjacent to the
reproduced information.

This Prospectus also contains estimates of market data and information derived therefrom which cannot
be gathered from publications by market research institutions or any other independent sources. Such
information is prepared by the Group based on third-party sources and our own internal estimates. While
the Group believes that these estimates of our competitive position and market share are helpful in order
to give investors a better understanding of our position within the industry in which the Group operates,
in many cases there is no publicly available information supporting these estimates. Although the Group
believes that its internal market observations are reliable, its own estimates are not reviewed or verified
by any external sources. Accordingly, investors are cautioned not to place undue reliance on such
estimates. Whilst the Group is not aware of any misstatements regarding the industry, market share or
similar data presented in this Prospectus, such data involves risks and uncertainties and is subject to
change based on various factors, including those discussed under the heading “Risk Factors” in this
Prospectus.



FORWARD- LOOKING STATEMENTS

This Prospectus contains forward-looking statements. These forward-looking statements include matters
that are not historical facts, including the statements under the headings “Summary”, “Risk Factors”,
“Business Description”, “Industry and Market Overview”, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” and elsewhere regarding future events or prospects.
Statements containing the words “believe”, “expect”, “intend”, “anticipate”, “will”, “target”, “aim”,
“positioned”, “project”, “risk”, “plan”, “may”, “estimate” or, in each case, their negative and words of
similar meaning are forward-looking statements.

By their nature, forward-looking statements involve risks and uncertainties because they relate to events
and depend on circumstances that may or may not occur in the future. The Group cautions you that
forward-looking statements are not guarantees of future performance and that our actual financial
condition, results of operations and cash flows, and the development of the industry in which the Group
operates, may differ materially from those made in or suggested by the forward-looking statements
contained in this Prospectus. In addition, even if our financial condition, results of operations and cash
flows, and the development of the industry in which the Group operates, are consistent with the forward-
looking statements contained in this Prospectus, those results or developments may not be indicative of
results or developments in subsequent periods. According to article 1105 of the Spanish Civil Code, apart
from those cases expressly mentioned in the law, and those in which the relevant obligation so declares it,
no one shall be deemed liable for events which cannot be foreseen or which, being foreseen, are
inevitable.

The various factors described under “Risk Factors” could impact, totally or partially, our ability to
perform our obligations or to realize revenue in accordance with our expectations. If one or more of these
or other risks or uncertainties materialize, or if our underlying assumptions prove to be incorrect, actual
results may vary materially from those projected. Any forward-looking statements in this Prospectus
reflect our current views with respect to future events and are subject to these and other risks,
uncertainties and assumptions relating to our operations, results of operations, growth strategy and
liquidity. You should specifically consider the risks and other factors identified in this Prospectus, which
could cause actual results to differ, before making an investment decision. 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 Prospectus not to occur. Readers should not place undue reliance on any
forward-looking statements. An investment in the New Shares involves the assumption of several risks
(see “Risk Factors” for a discussion of certain matters that investors should consider prior to making an
investment in the New Shares) and obtaining a positive financial outcome or suffering a financial loss
may depend significantly on several aspects which cannot be predicted.

These forward-looking statements speak only as of the date of this Prospectus. The Company undertakes
no obligation to publicly update or review any forward-looking statement contained in this Prospectus,
whether as a result of new information, future developments or otherwise.
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SUMMARY

Prepared in accordance with Article 7 of Regulation (EU) 2017/1129 of the European Parliament and of the Council of June 14, 2017 on the prospectus to be
published when securities are offered to the public or admitted to trading on a regulated market, and repealing Directive 2003/71/EC.

Introduction and warnings ‘

This summary should be read as an introduction to this prospectus (the “Prospectus”). Any decision to invest in the preferential subscription rights and the new ordinary
shares (“New Shares”) of Distribuidora Internacional de Alimentacion, S.A. (the “Company”, “DIA” or the “Issuer” and, together with its subsidiaries, the “Group”)
should be based on consideration of the Prospectus as a whole by the investor, including in particular the risk factors, and not just the summary. An investor could lose all or
part of the invested capital.

Where a claim relating to the information contained in, or incorporated by reference into, this Prospectus is brought before a court, the plaintiff investor might, under Spanish
law, have to bear the costs of translating this Prospectus before the legal proceedings are initiated. Under Spanish law, civil liability attaches only to those persons who have
tabled the summary, including any translation thereof, but only if the summary is misleading, inaccurate or inconsistent when read together with the other parts of the
Prospectus or if it does not provide, when read together with other parts of the Prospectus, key information in order to aid investors when considering whether or not to
invest in the preferential subscription rights and the New Shares.

A potential update or adjustment in the information or statements contained in this Prospectus as a result of the occurrence of any of the described risk factors shall not be
considered as a mistake or an inaccuracy thereof or make such information misleading.

The Prospectus was approved and registered by the National Securities Market Commission (Comisién Nacional del Mercado de Valores) (the “CNMV”) on October 25,
2019. Investors may contact the CNMV through its investor assistance service at the telephone number +34 900 535 015.

Key Information on the Issuer ‘

Who is the issuer of the New Shares?

Name, domicile, legal form and brief description

The legal name of the Issuer is Distribuidora Internacional de Alimentacion, S.A. The commercial name of the Issuer is “DIA”. The Company is incorporated as a public
limited company (sociedad anénima) in Spain under the Spanish Companies Act. It has its registered office at Las Rozas (Madrid), Parque Empresarial de Las Rozas,
Edificio Tripark, calle Jacinto Benavente n° 2-A, Madrid, Spain and with phone number +34 91 398 54 00. The Company is incorporated for an unlimited term and its Legal
Entity Identifier (LEI) code is 54930063C6K2TNFL6H10. The Company operates mainly in Spain, Portugal, Brazil and Argentina and is subject to their respective
applicable laws.

DIA is the parent company of the “DIA Group”. At June 30, 2019, the Group comprises 16 companies which are consolidated through the full consolidation method, 4
companies that are measured using the equity method and 1 company which is accounted for as a joint operation. DIA is not a holding company; it operates around half of its
stores in Spain under the brands DIA Market, Maxi DIA, DIA & Go and Clarel.

DIA is a leading convenience grocery retailer with an average of 2.97 million tickets per day and over 22 million active members of its loyalty program worldwide in 2018.
The Group is the Spanish grocery retailer with the largest network of stores in the country, the highest rate of penetration in small municipalities and the third-largest market
share in Spain in 2019 (6.6%) (Source: Kantar Worldpanel). As at June 30, 2019, the Group operated 6,809 stores across Spain, Portugal, Brazil and Argentina and had
40,247 full-time employees. The Group is analysing its future strategy and is in the process of producing a new long-term business plan that will be built around six main
pillars, which are part of a 5-year transformation plan. The Group’s new long-term business plan is, at the date of this Prospectus, being drafted by the Company and will be
finalised before December 31, 2019.

Share capital and principal shareholders

At the date of this Prospectus, the issued share capital of the Company amounts to €62,245,651.30 divided into a single series of 622,456,513 registered Shares in book-entry
form, with a nominal value of €0.10 per share. However, the General Shareholders’ Meeting of the Company has also approved the execution, immediately prior to the
capital increase (the “Offering”), of a capital reduction to offset losses. After the implementation of the capital reduction, the Company will have a share capital of
€6,224,565.13, comprising 622,456,513 shares, each being fully paid up. Therefore, assuming the full subscription of the Offering, DIA would have a share capital of
€66,779,789.79, comprising 6,677,978,979 shares, each being fully paid up.

On February 5, 2019, LIR Investl Holdings S.a r.l. (“LetterOne”), which is part of the retail division of Letterone Investment Holdings S.A. (“LIHS”), announced a
voluntary tender offer over 100% of the shares of the Company at a price of €0.67 per share (the “Tender Offer”). As a consequence of the successful settlement of the
Tender Offer, LetterOne now holds a total of 434,220,476 shares representing 69.759% of the share capital of the Company.

The following table sets forth publicly available information with respect to the significant shareholders of the Company as of the date of this Prospectus:

Principal Voting rights through financial
shareholder(s) Voting rights (A) instruments (B) Total (A+B)
Total no. of
Total no. of  Total no. of voting rights
direct indirect through No. of
voting voting financial voting
% Direct % Indirect % Total rights rights %Total instruments % rights
Letterone Investment 0.00 69.759  69.759 0 434,220,476 0.00 0 69.759 434,220,476
Holdings S.A.
Grégorie Augustin 0.00 3.398 3.398 0 21153674 0.00 0 3398 21,153,674

Bontoux Halley

Total of voting rights
owned by principal 0.00% 73.157%  73.157% 0 455,374,150 0.00 0 73.157 455,374,150
shareholder(s)

LetterOne shall subscribe, through the capitalization of €418,554,999.60 of the PPLs (as defined below), the entirety of the First Tranche (as defined below). LetterOne may
also subscribe additional shares in the Additional Allocation Period of the Second Tranche (as defined below). The maximum percentage of share capital which LetterOne
could hold following the execution of the Offering is 96.65% (if no other person subscribed New Shares). The Company is, as of the date of this Prospectus, unaware of the
intentions of Mr. Grégoire Augustin Bontoux Halley regarding its intention to subscribe any amount of New Shares in the Offering.
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As at the date of this Prospectus, the key directors of the Company are the seven members of the Board of Directors: Mr. Stephan DuCharme (Chairman), Mr. Karl-Heinz
Holland (the “CEO” or “Chief Executive Officer”), Mr. Michael Casey, Mr. Christian Couvreux, Mr. Sergio Dias, Mr. Jaime Garcia-Legaz Ponce and Mr. José Wahnon
Levy. The current Chief Executive Officer of DIA, Mr. Karl-Heinz Holland, was appointed in May 2019 and has previously worked at Lidl from 1991 to 2014.

As of the date of this Prospectus, Ermnst & Young, S.L. is the appointed auditor of the Company.

What is the key financial information regarding the Company?

Key factors relating to the nature of the Issuer’s current operations and principal activities

The Group is organized into business units and has four reporting segments based on geography: Spain, Portugal, Brazil and Argentina. As at June 30, 2019, Spain accounted
for 60.3% of the Group’s sales, with Portugal accounting for 8.4%, Argentina for 14.2% and Brazil for 17.0%. On a consolidated basis, for the semester ended June 30,
2019, the Group had sales of €3,444.5 million, a net loss of €418.7 million, negative consolidated Adjusted EBITDA of €55.6 million, consolidated EBITDA of €13.5
million and negative €566.2 million of total equity.

The table below shows a summary of the most relevant magnitudes of the Group’s EBITDA and Adjusted EBITDA by segment for June 30, 2019 and June 30, 2018, which

has been included for information purposes only and to supplement the alternative performance measures (“APMSs”) used by the Group on a recurring basis and described in
this Prospectus.

Spain Portugal Argentina Brazil DIA Group

(000,000

June 2019 June 2018  June 2019  June 2018 June 2019 June 2018 June 2019 June 2018 June 2019 June 2018

SAIES. oo 20786 22359 200.7 3103 489.5 464.8 585.7 690.8 34445 3,701.8
As a percentage of total sales  60.3% 60.4% 8.4% 8.4% 14.2% 12.6% 17.0% 18.7% 100.0% 100.0%
Adj. EBITDA oo 181 149.6 3.2 129 58 14.0 ©2.7) 205 (55.6) 206.0
EBITDA oo 64.6 109.0 15.7 6.7 (3.5) @9 (63.3) 202 135 143.0
ést‘TpDe/:°e”tage of total 4785%  76.2% 116.3% 4.7% -25.9% 1.3% -468.9% 20.4% 100.0% 100.0%
As a percentage of Sales 3.1% 4.9% 5.4% 2.2% 0.7% -0.4% -10.8% 4.2% 0.4% 3.9%
Results from operating activities .. (130.3) 29.7 (6.5) (8.1) (36.0) (14.8) (142.3) 8.3 (315.0) 15.1
Net Profit (226.8) @.7) 8.5) 9.1) (19.2) (16.9) (164.2) 11 (418.7) (29.6)

EBITDA: Adjusted EBITDA + other cash items

Historical key financial information

This Prospectus includes the Group’s audited consolidated annual accounts and related notes as of and for the year ended December 31, 2018 (which include the restated
comparative information as of and for the years ended December 31, 2017 and 2016, as explained below) (the “Audited 2018 Financial Statements™) and the Company’s
reviewed first semester accounts and related notes as of and for the semester ended June 30, 2019 (the “Limited Reviewed H1 2019 Financial Statements”).

The Group’s review of its estimated results for FY 2018, which was extended to all the foreign operating subsidiaries in addition to Spain (Portugal, Brazil and Argentina)
and the consequent forensic investigations in Spain and Brazil revealed the existence of errors and irregular practices as a result of certain employees and members of
management (including several former senior executives of the Group) overriding its established internal controls, which led to the restatement of comparative figures for FY
2017 and FY 2016, included in the Audited 2018 Financial Statements. The investigations in Spain and in Brazil are completed and the final reports were sent to the Anti-
Corruption Prosecutor’s Office (Fiscalia Anticorrupcion).

Summary of Consolidated Income Statement

INCOME STATEMENT H12019 H1 2018 FY 2018 Re;;it;gz'):Y F\R(eggaltggz)
Net Sales 3,444.5 3,701.8 7,288.8 8,217.7 8,262.9
YoY Revenue Growth (% -7.0% N.A. -11.3% -0.5% N.A.
EBITDA 135 143.1 246.0 470.9 478.3
EBITDA Margin (%) 0.4% 3.9% 3.4% 5.7% 5.8%
Adjusted EBITDA (55.6) 206.0 337.9 518.5 541.3
Adjusted EBITDA Margin (%) -1.6% 5.6% 4.6% 6.3% 6.6%
Results from Operating Activities (315.0) 15.1 (94.5) 218.0 237.6
Operating Margin (%) -9.1% 0.4% -1.3% 2.7% 2.9%
Net Profit / Loss (418.7) (29.6) (352.6) 101.2 128.7
Net Margin (%) -12.2% -0.8% -4.8% 1.2% 1.6%
Earnings Per Share 0.7) 0.1) (0.6) 0.2 0.2
Summary of Consolidated Statement of Financial Position
BALANGE SHEET H1 2019 FY 2018 Restate?*ZI):Y 2017 Restategzl):Y 2016
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Total Assets 3,511.2 3,271.8 3,740.4 3,802.8
Total Equity (566.2) (166.1) 257.2 3317
Net Financial Debt 1,817.9 1,452.0 946.0 872.4

Summary of Consolidated Statement of Cash Flows
CASH FLOW STATEMENT H12019 H1 2018 FY 2018 Re;ait;g;):Y ReZS(t)?.t(ieg;):Y
Loss/profit before income tax (424.1) (7.5) (167.2) 153.3 181.5
Adjustments to profit and loss 502.0 135.0 413.1 298.8 302.8
Adjustments to working capital (99.3) (356.0) (386.7) (81.2) 342.3
Net cash flows from/(used in) operating activities (21.5) (228.5) (140.8) 370.9 826.6
Payments of property, plant and equipment (112.3) (183.6) (322.7) (262.2) (333.4)
Other 13.2 16.6 64.0 28.6 21
Net cash flows used in investing activities (99.0) (167.0) (258.7) (233.6) (331.3)
Amounts from financial liabilities 244.4 2175 646.9 405.6 300.0
Other (229.7) (44.1) (421.7) (607.9) (631.3)
Net cash flows from/(used in) financing activities 14.6 1734 225.1 (202.3) (331.3)

D The income statement of the six-month period finishing June 30, 2019 is presented for comparative purposes together with the income statement as of June 30, 2018 which has been restated. The
aforementioned restatement is mainly due to the hyperinflation in Argentina, as well as the consolidation of assets and liabilities of CDSI and the impact of irregularities and errors which were
identified in the second half of 2018. Said irregularities are described in Note 2.3 of the Audited 2018 Financial Statements. Note that the Clarel business was still considered a continued activity as
of June 30, 2018 and therefore no further restatement has been needed.

(2 The consolidated income statement, the consolidated statement of financial position and the consolidated statement of cash flows dated as of December 31, 2017 and 2016 have been presented on
the basis of the presentation included in the Audited 2018 Financial Statements due to the impact of correction of irregularities and errors, non-current assets held for sale and discontinued operations
and change in reporting segments.

Financial debt and New Finance Arrangements

As of June 30, 2019 the Group had €2,629.9 million of total financial debt. Furthermore, as of September 30, 2019, the Group had €2,679.9 million of total financial debt.
Finally, the total financial debt of the Group after the completion of the offering will amount to €2,187.7 million (all the figures include the impact of net debt IFRS 16).

On July 17, 2019, DIA entered into an agreement for the amendment and restatement of the preexisting finance arrangements (which were executed on December 31, 2018)
with all the syndicated lenders of the Company’s syndicated facilities for a total amount of €973.2 million (the “Lenders”) (the “New Finance Arrangements”), of which
€902.4 million correspond to the preexisting finance arrangements and €70.8 million correspond to a new super senior supplier tranche (the “Supplier Tranche”) (including
€9.7 million of the preexisting finance arrangements) made available to the Company by certain Lenders.

Under the terms of the New Finance Arrangements, the maturity dates of the facilities are as follows: (i) the maturity dates of all preexisting tranches of the syndicated
facilities (€902.4 million) were extended until March 31, 2023, and (ii) the Supplier Tranche (€70.8 million) has an initial maturity of July 2020, with a possibility to two
further extensions of one year each.

All conditions precedent for the effectiveness of the New Finance Arrangements were complied with on or before July 17, 2019. Although there are no conditions
subsequent in the New Finance Arrangements, there are certain obligations whose non-compliance could trigger an event of default. The most relevant obligations are: (i) the
Hive Down (as defined below) obligation, (ii) a minimum liquidity covenant, (ii) a leverage covenant, (iv) capex and restructuring costs covenants, and (v) the delivery of a
business plan to the Lenders before December 31, 2019.

Additionally, the Group has pledged almost 100% of its assets to secure its obligations under the New Finance Arrangements.

Group financial debt

Following completion of the Offering Total 1year 2 years 3 years 4 years 5 years moryee::?n 5
Oct 19 - Sep 20 Oct 20 - Sep 21 Oct 21-Sep 22 Oct 22 - Sep 23 Oct 23 - Sep 24 Oct 24~ ...
(€000,000)

Spain

Debentures and Bonds 594.492 2.206 299.115 293.171

Super Senior Supplier Facility ( Revolving Credit Facility - 3153 3153
RCF)

Revolving Credit Facilities (RCF) 146.761 146.761

Term Loan Facilities (TL) 377.269 377.269

Credit Facilities - Syndicated Financiation 166.676 166.676

Other bank Loans 22.505 15.005 7.500

Mortgage loan 0.500 0.427 0.073

Participative Loan 0.000

Finance lease payables, Guarantees and others 43.631 12.317 7.897 5.468 4.273 1.747 11.929
Spain total 1,354.986 33.108 314.585 5.468 988.150 1.747 11.929

Credit Lines 26.070 17.770 8.300 0.000 0.000 0.000 0.000

Other bank Loans 99.593 44.510 55.083

Finance lease payables, Guarantees and others 4.779 4.335 0.213 0.034 0.032 0.034 0.131
Countries 130.442 66.615 63.596 0.034 0.032 0.034 0.131
Total Financial Debt (excluding Debt IFRS 16) 1,485.428 99.723 378.181 5.502 988.182 1.781 12.060

Other Net Debt (IFRS16) 702.225 227.376 170.787 132.900 70.382 26.280 74.500
Total Financial Debt 2,187.653
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The group financial debt following the Offering only differs from the Group’s financial debt as of September 30, 2019, in the “Participative Loan” (as stated in the chart
above) granted by LetterOne, which will be capitalized or repaid with proceeds from the Offering.

Audit report on the historical financial information

In financial year 2016 and 2017, the former auditor stated that the annual accounts gave a true and fair view of the Company and no explanatory notes accompanied the
consolidated financial statements. Notwithstanding the foregoing, the Audited 2018 Financial Statements included a material uncertainty regarding the capacity of DIA to
continue as a going concern, due primarily to its deteriorated equity and financial position as at December 31, 2018.

For the first semester of 2019, the new auditor of the Company has performed a limited review of the condensed interim consolidated financial statements in which there are
no qualifications (salvedades). In this limited review, the auditor underlines in Notes 1 and 2.4 of the accompanying explanatory notes the current status of the measures
adopted by the General Shareholders’ Meeting and the Board of Directors of the Company, as well as the management’s assessment of said status, in relation to applying the
principle of going concern, after considering the significant measures adopted by the Group to restore its equity and financial position. In this regard, the Board of Directors
stated in said Note 2.4 that the actions taken in 2019, along with the commitment acquired by the majority shareholder to carry out a share capital increase, will ultimately
enable the Group to continue as a going concern and achieve its long-term targets.

Working capital

Although the Group’s working capital, calculated as current assets less current liabilities, excluding assets and liabilities held for sale, is negative as of June 30, 2019 in the
amount of €577.6 million, the Group believes that the working capital it expects to generate over the next twelve months is sufficient to meet the Group’s obligations,
commitments and business needs during such period of time. In particular, the Company plans to improve its working capital by completing the Offering and by its entry into
the New Finance Arrangements. In particular, as noted, the supplier tranche, which is made available under the New Finance Arrangements, will be used by the Company to
manage its working capital requirements vis-a-vis the suppliers of the Group.

What are the risks that are specific to the Company?

Key information on the key risks that are specific to the Issuer or its industry

o  Profitability risk and absence of an approved long-term business plan as of the date of the Prospectus. The Group is analysing its future strategy and is in the process of
producing a new long-term business plan that will be finalised before December 31, 2019. In the first semester results, as of June 30, 2019, the Group recorded a net
attributable loss of €418.7 million compared to a loss of €29.6 million in the same period in 2018, as a result of the strongly negative earnings impact related to the sharp
sales decline of 7.0%, and one-off stock liquidation costs of €38.8 million. There was also an impairment of non-current assets of €11.6 million, losses on disposal of
fixed assets of €51.6 million, impairment of trade debtors of €35.8 million, €40.3 million expenses mainly related to personnel restructuring, and an increase of finance
expenses of €80.5 million. Total consolidated equity of the Group amounted negative €566.2 million as of June 30, 2019 (total consolidated equity of the Group
following the Offering, assuming it is fully subscribed, will be negative €65.19 million; however, DIA’s equity, the parent company of the Group, assuming full
subscription of the Offering, will be positive €327.19 million). Furthermore, the profitability of the Group depends on the correct design and implementation of the
Group’s new business strategy, which may not deliver the targeted benefits. As of the date of registration of this Prospectus, the Group is continuing to develop its long-
term business plan based on its transformation strategy.

e The Group may fail to comply with the refinancing conditions after the execution of the Offering, which would give rise to an event of default under the New Finance
Arrangements, and therefore, the Group may be unable to continue as a going concern. The hive down is a complex intragroup restructuring process which will require
the implementation of a significant number of steps and actions in different jurisdictions, also involving third parties (such as landlords, suppliers, Land and Commercial
Registries, tax authorities etc.) (the “Hive Down”). The Hive Down has been approved by the General Shareholders’ Meeting of the Company held on August 30, 2019.
A failure by the Company to satisfy the first hive down milestone requirement (i.e., to transfer to certain subsidiaries indirectly owned by the Company, no later than
December 31, 2019 (i) all real estate owned by the Company in Spain, (ii) certain commercial stores of the Company representing at least 58% of Restricted EBITDA
(EBITDA after adding back all amounts provided for depreciation, amortization and impairment); and (iii) the Company’s holdings in the Brazilian, Argentinean and
Portuguese subsidiaries, to the extent viable from a legal, tax and regulatory standpoint) or to comply, among others, with its leverage, liquidity and capital expenditure
covenants, would trigger an event of default under the New Finance Arrangements. The aforementioned transfer of assets, liabilities and contracts is subject to certain
exceptions: (i) the bonds (European Medium Term Notes); (ii) certain assets, liabilities or contracts (i.e. those that (a) may not be transferred due to legal or contractual
restrictions; (b) its transfer materially and adversely affects the business of the Company or its Group; (c) its transfer results in a cost for the Group (including taxes or
losses of tax assets) which exceeds an aggregate amount of €5,000,000); and (iii) any property lease agreements the assignment or transfer of which entitles the lessor to
increase the rent or terminate the lease agreement.

e There could be an incomplete subscription of €105,552,246.60 of the Second Tranche of the Offering, as a result of which the Company could face a cash shortfall in the
medium to long term, as a result of which it may be unable to implement its future business plan. As a consequence of such cash shortfall, the Group could have to
procure additional financing lines (up to €100 million, as permitted by the New Finance Arrangements), but access to financing lines may be limited.

e The Group is exposed to a variety of tax risks. In particular, the Group’s parent company in Brazil (“DIA Brazil”) received the result of the inspections carried out on
the 2014 accounts, resulting in an updated debt of €102,295 thousand (BRL 445,094 thousand) relating to the different items of indirect federal taxes (i) PIS, and (ii)
COFINS (both are federal contributions calculated based on a percentage over sales). However, based on reports drawn up by two legal firms, the Company has deemed
the risk of loss of the items disputed in this appeal as remote/possible for the most part and has therefore only recorded a provision of €1,264 thousand (BRL 5,500
thousand) at June 30, 2019. Additionally, DIA Brazil received two notifications from the Brazilian tax authorities regarding the 2010 accounts, one for an updated
amount of €16,519 thousand (BRL 71,874 thousand) in relation to the discrepancy regarding the tax on income from supplier discounts, and the other for omission of
income from circulation of goods for an amount of €80,227 thousand (BRL 349,076 thousand). The Group’s external legal advisors continue to deem the likelihood of
an unfavorable outcome as remote and the Company has therefore made no provisions.

e The Group is subject to risks associated with its international markets and foreign currency volatility. The Group operates directly in four countries, Spain, Portugal,
Brazil and Argentina, and in the semester ended June 30, 2019, it derived 31.2% of its revenues from sales outside of Spain and Portugal (14.2% from Argentina and
17.0% from Brazil). In the first six months of 2019, the BRL and the ARS fell 4.7% and 44.7% (Source: Bloomberg), respectively, against the euro compared to same
period last year. As a result, the Group suffered a negative effect from foreign currency translation in sales of 6.5%, positive in EBITDA of 3.3% and positive 56.5% in
net losses. Shareholders’ equity suffered a positive effect from foreign currency translation of €4.6 million and additional positive €8.1 million for the application of
IAS29 in hyperinflationary economies for the six months ended June 30, 2019. The Group’s results of operations could be materially adversely affected if the euro
strengthens against non-euro currencies and its protective strategies are not successful.

e The value of the Group’s property, plant and equipment, goodwill, tangible assets and other intangible assets may further decline in the future. During year 2018 the
Group recognized a total impairment loss on non-current assets of €79.9 million, impairment of trade debtors of €27.8, losses on disposal of fixed assets of €25.4 million
and impairment of assets from discontinued operations of €37.7 million. As of June 30, 2019 the Group recognized a total impairment loss on non-current assets of
€11.6 million, impairment of trade debtors of €35.8 million, losses on disposal of fixed assets of €51.6 million and impairment of assets from discontinued operations of
€4.2 million. A significant further decline in the Group’s expected future cash flows, a material change in interest rates or a significant adverse change in the business
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climate resulting in slower growth may require the Group to reduce the value of goodwill and other intangible assets.

e A continued decline in the Group’s operating profit and taxable income may impair its ability to realize the value of its deferred tax assets. Given the deterioration in the
Group’s financial performance during 2018, the Group applied an impairment of €160.3 million of assets for tax loss carryforwards with a recovery exceeding ten years
and of €9.7 million of other deferred tax assets (total impairment of €170.5 million). As a result, deferred tax assets as of December 31, 2018 were €73.3 million,
compared to €272.3 million as of December 31, 2017. As of June 30, 2019, deferred tax assets amounted €95.1 million. A significant decline in the Group’s financial
performance, or the failure to successfully execute the Group’s future business plan, could negatively affect the results of the Group’s assessment of the recoverability of
its deferred tax assets and trigger the impairment of these assets.

e The Group will have indebtedness upon completion of the Offering, which may significantly restrict its operations. The Group’s debt, the covenants in the New Finance
Arrangements and outstanding Bonds could have important consequences for the Company. The Group will face very relevant maturities of its long-term debt in 2021
of €378.2 million (€300 million corresponding to the 2021 bonds) and between October 2022 to September 2023, €988.2 million (mainly corresponding to the 2023
bonds plus revolving credit facilities, term loans and credit facilities drawn down of the New Finance Arrangements). Additionally, the Group has €99.7 million of debt
whose maturities mature before the end of September 2020 (mainly bilateral facilities with entities which are not a part of the New Finance Arrangements for a total
amount of €59.5 million). A failure by the Group to repay, extend or refinance its maturities may lead the Group to face a cash shortfall as a result of which it may be
unable to maintain its existing operations and continue as a going concern. Given the performance of the Company during the last year, the Company has a high
leverage ratio in terms generated EBITDA. The Company faces operative restrictions such as capex limitations and additional leverage financing of €100 million.

e The principal shareholder of the Company has executed several related party transactions with the Company following the acquisition of a controlling stake by
LetterOne as a result of the settlement of its tender offer on May 22, 2019. The Company and the following companies within the LIHS group have entered into the
following related party transactions: (i) two profit participating loans granted by LetterOne to the Company, amounting to €490,000,000 of principal and €2,280,000 of
interest as of September 30, 2019, (ii) a management services agreement entered into with L1 Retail (UK) LLP and L1 Retail (Jersey) LLP, by means of which the
Company pays an annual fee of up to €5,000,000 in aggregate to the aforementioned companies, (iii) the TL Tranche Commitment Letter (as defined below), under
which LetterOne commits to provide (or otherwise procure the provision by other party/ies) €200,000,000 to the Company at a 7% margin, and (iv) the commitment to
subscribe an amount of up to €500,000,000 of the Offering, including underwriting up to €81,445,000.40 in the Second Tranche subject to the conditions thereof, under
which the Company pays a €3,868,637.519 fee. This decision has been mainly based on the contacts made and the underwriting proposals received by the Company. All
of the aforementioned transactions have been approved after the issuance of the relevant report by the Audit and Compliance Committee of the Company. The Board of
Directors of the Company has also approved the abovementioned transactions. For such approval, the proprietary directors, which have been appointed by LetterOne,
have abstained from deliberation of the relevant resolutions and have adhered to the vote of the independent directors, being all these transactions approved by
unanimity using this same procedure. The Company believes that all these transactions have been entered into under market conditions and in the best corporate interest
of the Company. As a consequence of all the abovementioned transactions executed by and between the Company and several companies within the LIHS group, DIA
has certain dependency on its majority shareholder.

e Any failure, insufficiency or breakdown in the Group’s internal controls over financial reporting could have a material adverse effect on the Group’s business, operating
results, financial condition or prospects. In the context of the Group’s review of its profit outlook for the year ended December 31, 2018, which revealed the existence of
irregular accounting practices in Spain and Brazil and led to the restatement of the Group’s financial statements for the years ended December 31, 2017 and 2016 and an
investigation by the Anti-Corruption Prosecutor’s Office (Fiscalia Anticorrupcién). These investigations could adversely affect the Group’s business or lead to the
commencement of legal proceedings against the Group, which could have a material adverse effect on the Group’s business, operating results, financial condition or
prospects.

e The Group’s industry is highly competitive. The grocery retail industry is highly competitive both in Spain and internationally, and continues to be characterized by
intense price competition, increasing fragmentation of retail formats and entry of non-traditional competitors (both physical and online). For the foregoing reasons,
increased competition could cause a loss of market share and require the Group to change its growth strategy.

Key Information on the New Shares ‘

What are the main features of the New Shares?

Type, currency, and class of security

New Shares in the First Tranche (as defined below) and New Shares in the Second Tranche (as defined below) will be of nominal value of €0.01 each with temporary ISIN
number ES0126775040.

The ISIN number allocated to the current shares (the “Shares”) is ES0126775032, and the New Shares will bear the same ISIN as the Shares upon completion of the
Offering and admission to listing. The Shares are of the same class and the Company currently has no other class of shares. The New Shares will be denominated in euro and
will rank pari passu with the Shares, including in respect of the right to receive dividends approved by the shareholders after the date on which ownership of such New
Shares is registered in the book entry registries of the Sociedad de Gestidn de los Sistemas de Registro, Compensacion y Liquidacién de Valores, S.A.U. (“lberclear”). The
Shares grant their owners the rights set forth in the bylaws and under the Spanish Capital Companies Act.

Dividend policy

The New Finance Arrangements restrict the ability of the Company to declare or pay any dividend or make any other payment or distribution on or in respect of its share
capital, until the syndicated facilities have been repaid in full (which, under the New Finance Arrangements will be on March 31, 2023). The Company may only distribute
dividends to its shareholders before the repayment in full of the syndicated facilities if it obtains the prior consent from Lenders whose commitments aggregate more than
75% of the total commitments. Any dividend distribution made without said prior consent will result in an event of default under the New Finance Arrangements.

Likewise, LetterOne commented in the prospectus of the tender offer that it did not believe that it was reasonable for the Company to distribute dividends in the next few
years and would wait until the results of arising out of the implementation of the Company’s new strategy were noticeable.

Where will the New Shares be traded?

The number of shares issued and admission to the Spanish Stock Exchanges

The Offering will be in respect of 6,055,522,466 New Shares at a subscription price of €0.10 per New Share (nominal amount of €0.01, plus premium of €0.09). The
Company expects the New Shares issued in the Offering to start trading on the Barcelona, Bilbao, Madrid and Valencia Stock Exchanges (the “Spanish Stock Exchanges™)
from, on or about December 2, 2019. The Company will communicate significant developments in the Offering via public regulatory information notices (hecho relevante).

The Shares are listed on the Spanish Stock Exchanges and are quoted through the Automated Quotation System (AQS (Sistema de Interconexion Bursatil or Mercado
Continuo)) of the Spanish Stock Exchanges.

Competent Authority
This Prospectus has been approved by the CNMYV on October 25, 2019. The CNMV is the competent authority in Spain on this Prospectus.
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Investors can contact the CNMV through its investor helpline on +34 900 535 015.

What are the key risks that are attached to the New Shares?

Not applicable

What are the key risks that are specific to the New Shares?

Key information on the key risks that are specific to the New Shares

e The market price for the New Shares may decline below the subscription price and shareholders may not be able to sell their Shares and/or preferential subscription
rights at a favorable price during or after the Offering. The sale of a significant number of Shares may impact their trading price.

e  The Group’s ability to pay dividends to its shareholders is uncertain and may be restricted. In particular, the New Finance Arrangements restrict the ability of the
Company to pay any dividend until the syndicated facilities have been repaid in full (final maturity date is March 31, 2023). The only exception to such restriction
would be if the Company obtains the prior consent from Lenders whose commitments aggregate more than 75% of the total commitments.

e The principal shareholder of the Company can exercise significant control over it, and its interests may conflict with those of other shareholders. LetterOne holds Shares
representing 69.759% of DIA’s share capital. As a result, LetterOne is in a position to influence the Company significantly or even control it, and its interests may
conflict with those of other shareholders. The principal shareholder is a part of the retail division within LIHS, which, may carry out investments in other businesses
within the retail industry, either competitors of the Company or not, as part of the investment strategy of LetterOne.

e Shareholders who do not acquire New Shares in the Subscription Offer will experience dilution in their ownership of the Group. If a shareholder does not take up the
offer of New Shares under the Offering, for any reason, its proportionate ownership, voting interests and the percentage that their shares represent of the total share
capital of the Group will be reduced accordingly suffering a dilution of 90.68% of its ownership of the Group (assuming a full subscription of the capital increase by the
underwriter or third parties, the stake of the remaining shareholders, excluding significant shareholders and treasury shares, would amount to 2.48% of the share capital
of the Company).

Key Information on the Admission

Under which conditions and timetable can | invest in the New Shares?

A description of the terms and conditions of the issue

LetterOne, as principal shareholder of the Company, granted two profit participating loans to the Company. The first profit participating loan was granted on May 29, 2019
for a principal amount of €40,000,000 (the “First Profit Participating Loan”). The second profit participating loan was granted on June 26, 2019 for a principal amount of
€450,000,000 (the “Second Profit Participating Loan”, which together with the First Profit Participating Loan are defined as the “PPLS”). The termination date for both
PPLs is November 28, 2019.

On September 20, 2019 the Company and LetterOne signed a letter whereby they agreed that the PPLs, inasmuch as it was necessary for their capitalization, would
automatically become due and payable on the date of their capitalization, in accordance with the terms and conditions set forth in this Prospectus.

On October 22, 2019 the Extraordinary General Shareholders’ Meeting of the Company passed a resolution approving a share capital increase to raise the Company’s equity
in an amount of €605,552,246.60 through the issue of 6,055,522,466 New Shares at a subscription price of €0.10 per New Share

(i) First Tranche: capital increase to be executed by means of a capitalization of the credit rights that LetterOne holds against the Company under the Second Profit
Participating Loan, by a nominal amount of €41,855,499.96 and an effective amount of €418,554,999.60, through the issue and putting into circulation of 4,185,549,996
new ordinary shares of €0.01 nominal value each, with a share premium of €0.09 per share. The amount of the first tranche (€418,554,999.60) is equivalent to the pro
rata portion of the total amount of the capital increase which LetterOne would be entitled to subscribe considering its current stake in DIA (69.759%), had a single
€600,000,000.00 capital increase fully payable in cash been implemented (the “First Tranche”).

(ii) Second Tranche: capital increase to be carried out by means of cash contributions, with preferential subscription rights, and is addressed to all the shareholders of the
Company other than LetterOne, that is, holders of 30.241% of the Company’s share capital, by an amount of €18,699,724.70 through the issue and putting into
circulation of 1,869,972,470 additional new ordinary shares of €0.01 nominal value each, with a share premium of €0.09 per share (the “Second Tranche”).

LetterOne has formally waived its preferential subscription right in the preferential subscription period of this Second Tranche (the “Preferential Subscription
Period”), considering that its pro rata portion of the capital increase is already covered by the First Tranche. However, in case the Second Tranche is not fully
subscribed during the preferential subscription period, LetterOne may request a maximum of 814,450,004 additional shares in the Additional Allocation Period or
Discretionary Allocation Period of the Second Tranche (as defined below), which entails that its participation in the capital increase shall not exceed 5,000,000,000
shares (or €500,000,000). In case that LetterOne requests shares in the Additional Allocation Period or the Discretionary Allocation Period of the Second Tranche, the
contribution shall be (a) first by capitalization of the PPLs (up to a maximum of €71,445,000.40), and (b) second by cash contributions (up to €10,000,000).

The First Tranche and the Second Tranche shall be jointly referred as the Offering.

Subject to the terms and conditions set out herein, the Company is granting, with regard to the Second Tranche, transferable subscription rights to holders of the Company’s
ordinary shares who acquired their Shares on or before October 29, 2019 (the expected date of publication of the Offering in the Spanish Commercial Registry Official
Gazette (Boletin Oficial del Registro Mercantil) (‘BORME”)) and appear as shareholders of the Company in Iberclear on or before October 31, 2019 at 23:59 (the “Eligible
Shareholders”). Each Share held by the Eligible Shareholders (other than LetterOne) entitles its holder to receive 10 Preferential Subscription Rights in the Second Tranche.
The exercise of 1 Preferential Subscription Right entitles the relevant Eligible Shareholder to subscribe for 1 New Share in consideration for payment of a subscription price
of €0.10 per New Share, which is referred to as the “Subscription Price”.

The Subscription Price, which must be paid in euros, is €0.10 per New Share. The Subscription Price represents an implied discount of 22.0% on the theoretical ex rights
price (TERP) (€0.1282 based on the Share’s closing price of €0.41 as of October 22, 2019) a 75.6% discount to the market share price of October 22, 2019, 79.8% discount
to the average market share price of the last quarter and a 82.4% discount to the average market share price of the last year.

The Offering, if all the New Shares are fully subscribed, will result in an increase of 6,055,522,466 issued Shares. The share capital of the Company will increase from
622,456,513 Shares to 6,677,978,979 Shares, corresponding to an increase of 972.84% after the execution of the Offering.

LetterOne committed to subscribe up to €500,000,000 of the Offering, which includes the underwriting of a maximum effective amount (nominal plus share premium) of
€81,445,000.40 of the Second Tranche to the extent that the aggregate of the First Tranche and the amount subscribed by the rest of the Company’s shareholders or by those
investors who acquire preferential subscription rights after the finalization of the Preferential Subscription Period, the Additional Allocation Period and the Discretionary
Allocation Period (as defined below) is less than €500,000,000 (the “Underwriting Commitment”). If LetterOne acquires New Shares in the Second Tranche, the
Subscription Price for such New Share shall be satisfied (a) first by capitalization of the PPLs (up to a maximum of €71,445,000.40), and (b) second by cash contributions
(up to €10,000,000).

On October 24, 2019, the Company entered into the Underwriting Commitment, governed by Spanish law, with LetterOne as the underwriter. In addition, Banco Bilbao

17/326



Vizcaya Argentaria, S.A., is acting as Agent Bank (the “Agent Bank”), with respect to the New Shares of the Offering.
LetterOne will receive a fee of €3,868,637.519 as consideration in exchange for the Underwriting Commitment.
Subscription of New Shares in the Second Tranche

(i) The Preferential Subscription Period will commence on the first calendar day following the publication of the Offering in the BORME and will last up to and including
the 15" calendar day thereafter. During the Preferential Subscription Period, Eligible Shareholders (not including LetterOne) will be able to sell all or part of their
Preferential Subscription Rights or, alternatively, to subscribe, in whole or in part, for New Shares in the Second Tranche, subject to any applicable restrictions on
transfer described in this Prospectus, while other investors may acquire Preferential Subscription Rights in the market in the required proportion and subscribe for the
corresponding New Shares in the Second Tranche. Both Eligible Shareholders and other investors that acquire Preferential Subscription Rights and exercise their
Preferential Subscription Rights, in whole or in part, may also subscribe for additional New Shares during the additional allocation period, which is expected to take
place by no later than November 21, 2019 (the “Additional Allocation Period”), as described in this Prospectus. For the avoidance of doubt, LetterOne shall be
considered to have exercised its Preferential Subscription Rights by subscribing the First Tranche, as it equals to the Preferential Subscription Rights corresponding to
LetterOne in the Offering.

(ii) Preferential Subscription Rights not exercised within the Preferential Subscription Period will expire without value. Assuming the New Shares are fully subscribed, they
will represent approximately 972.84% of the Company’s issued and paid-up share capital at the date the share capital reduction is registered with the Commercial
Registry of Madrid a and approximately 90.68% of the Company’s issued and paid-up share capital after the execution of the Offering.

(iii) Any New Shares in the Second Tranche that are not subscribed for during the Preferential Subscription Period or the Additional Allocation Period may then be offered
to Eligible Shareholders (including for the avoidance of doubt LetterOne) or to qualified investors showing interest in acquiring New Shares in the Second Tranche
during a discretionary allocation period which is expected to begin at any time after the end of the Additional Allocation Period and end no later than 16:00 p.m. CET
on November 22, 2019 (the “Discretionary Allocation Period”).

(iv) LetterOne shall be entitled to subscribe New Shares in the Second Tranche, either in the Additional Allocation Period or in the Discretionary Allocation Period, first by
capitalization of the PPLs and secondly by cash contributions.

(v) New Shares in the Second Tranche that remain unsubscribed after such Discretionary Allocation Period will, subject to the terms and limitations of the Underwriting
Commitment, be subscribed by LetterOne as underwriter of the Offering (the “Underwriter”) at the Subscription Price.

Expected timetable
The summary timetable set forth below lists certain important dates relating to the Offering:

Principal event On or about

Commencement of the Preferential Subscription Period and the period to request New Shares to be allocated (if applicable) during the

Additional AHOCATION PEIIOUM..........c.veevevieeieiiecies ettt ettt es st ss et es s ettt ss et ss et et s se s et st et ens et et sn et et ensne st e sees October 30, 2019

End of the Preferential Subscription Period and the period to request New Shares to be allocated (if applicable) during the Additional

ATOCALION PEIIOM ...ttt ettt ettt et e b e s b e e beeas e s et e s ae e b e ebeesses b e ss e b e ebeeheesbe s et e sbe et s eneensenbeseeebeeneensenseris November 13, 2019

Additional Allocation Period (if @pPlICADIE) ..o bbb November 21, 2019
Commencement of the Discretionary Allocation Period (if applicable) ..........cccooiriiiiiiiciiec s November 21, 2019
End of the Discretionary Allocation Period (if appliCable)..........ccoiiiiiiiiiicc s November 22, 2019
Admission to listing and trading of the New Shares by the CNMV and the Spanish Stock EXchanges...........c.coceeevirrriiiniinenens November 28, 2019
Expected commencement of trading of the New Shares on the Spanish Stock EXChanges..........ccccoveiiiiiciennnsicceseeeeae December 2, 2019
Note:

® The registration of the capital reduction public deed with the Commercial Registry shall be a condition to the commencement of the Preferential Subscription Period and the

trading of the Preferential Subscription Rights. The registration of the capital reduction will be announced by means of a regulatory information notice (hecho relevante).

Estimated expenses charged to the investor by the Issuer
Not applicable. No expenses will be charged to any investor by the Company in respect of the Offering.

Why is the Prospectus being produced?

Reasons for the issue, use of proceeds

The Offering is being undertaken within the context of a number of measures that the Group has implemented and/or is seeking to implement (or, as the case may be, has
commenced the implementation thereof).

The net proceeds of the Offering, which is expected to be €181,308 thousand, will be used, in order of preference (i) to repay PPLs provided by LetterOne, in the event that
the PPLs are not fully capitalized as a result of the Offering (a maximum of €71,445 thousand); (ii) to pay financial expenses for advancing funds under the PPLs, which as
of September 30, 2019, amounted to €2.28 million; and (iii) to fund other corporate expenses to implement the Group’s new business plan developed under DIA’s
transformation strategy. In the event of a full subscription of the Second Tranche by Eligible Shareholders (other than LetterOne), the outstanding amount of the PPLs (any
amounts not capitalized) shall be repaid with such net proceeds. In the event of the aforementioned full subscription of the Second Tranche, after full repayment of the PPLs,
financial interests and legal and financial expenses, the Company would receive €107,581 thousand in cash, which shall be principally destined to finance the design and
implementation of the future business plan of the Company. In the event the Offering is not fully subscribed, but LetterOne subscribes an additional €71,445 thousand in the
Second Tranche (either in the Additional or Discretionary Allocation Period or as part of its Underwriting Commitment), the entire nominal value of the PPLs shall also be
capitalized and LetterOne would contribute further €10 million in cash. The total amount of the PPLs has been used by the Company to repay the bonds maturing in July
2019 and to fund the Company’s liquidity needs.

Dilution

Following the completion of the Offering assuming that (i) all offered New Shares will be subscribed for and issued, (ii) the Eligible Shareholders choose to transfer their
Preferential Subscription Rights to third parties and not use those for subscribing to any New Shares, (iii) such third parties will use the Preferential Subscription Rights to
subscribe for the New Shares, the shareholdings in the Company prior to the Offering will be diluted by up to 90.68% as a result of the Offering.
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GLOSSARY OF TECHNICAL TERMS

ACTIVE MEMDEIS ...

App/digital application.............cccoevriveieeicinnnns

Banners...

Capillarity ......cccccovvviieiece e

Cash & CArTY ...

Central WarehouSE..........cocvvveeeee i

ClubDIA.

CO2 EMISSIONS....ovvieiiiriieecrii i e et

CONVENIBNCE ...ttt

€-COMMEICE .......oiiiiiii i,

EDI SYSIEM ...oviiiiiiciie e

Flow Warehouse ..........ccccceiveeeeiviiiee e

Footprint

Franchise

Customers who have used the loyalty card at least
once in the relevant year

Downloadable program for mobile devices

The specific stores operating under a single
format

The density/amount of stores in one geographic
area

A retail format in which goods are sold directly
from a wholesaler to the customer

Warehouses that cover low-moving items i.e.
these warehouses do not include perishable items

The Group’s large loyalty card program

Carbon dioxide emitted into the air and
atmosphere

Operational model in which the Group operates
stores directly and holds ownership of the
corresponding property rights, lease agreement or
surface rights

Franchise operational model in which the stores
are operated by third parties pursuant to a
franchise agreement but the Group owns the
corresponding property rights

The relative ease of accessing the Group’s stores
based on proximity and capillarity

Retail operated through internet channels

Electronic Data Interchange system which allows
entities to send information electronically

The Group’s multi-temperature warehouses which
handle articles of greater turnover and fresh
products, generally within a distance of less than
70km from PoS

Franchise operational model in which the stores
are operated by third parties pursuant to a
franchise agreement, where the corresponding
ownership of the property right, lease agreement
or surface right is held by the franchisee

The Group’s relative presence in a particular
market or area

A DIA affiliated store operated by a third party
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ICDC Services

Loyalty card...

Market penetration ..........ccccoeeerernieneneienenns

Market share..

Megatrucks ....

National brands ..........ccocceeivieei i

Next Meal .......

Onthe Go.......

under the CO-FO or FO-FO model
The General Data Protection Regulation 2016/679

The share of consumers that shopped in a certain
retailer during the last year, being a reliable
indicator of the grocer’s capillarity

A type of store format that offers an expansive
retail facility carrying a wide range of products
under one roof, including full groceries lines and
general merchandise

ICDC Services, S.ar.l.

The card given to customers who are part of the
Club DIA loyalty program

The extent to which a product or brand is
recognized and bought by customers in a
particular market

The portion of a market controlled by a particular
company or product

Trucks just over 25 meters long which allow up to
60 tons of freight to be transported in a single trip

Non-private brand products in the Group’s
product offering

A type of shopping mission concentrated in high-
density areas and characterized by customers
looking for proximity and convenience when
shopping for their dinner that night or food for the
next few days

A type of shopping mission characterized by
shoppers who seek fresh, healthy and ready-to-go-
food such as coffee, juice, sandwiches, fast food
and ready-to-eat meals in convenient and
innovative environments

Point of Sale
DIA brand products

The closeness of DIA stores to the communities
they serve

Tool for Governance, Risk and Compliance
implemented by the Group, using the Process
Control Module, in all countries in which the
Group operates

A marketing tool which measures how much an
average consumer spends at each metric used to
calculate the percentage of a customer’s spending

20/326



Supermarket .........ccocvevieveiniieienenn,

Organized retailers.........c..ccceevvennnne

Specialized/non-organized retailers

for a type of product that goes to a particular
retailer

The main purpose for shopping i.e. stock-up, next
meal, and on-the-go

Stock Keeping Unit is a distinct type of item for
sale that allows it to be tracked for inventory
purposes

An online platform which people use to build
social networks or social relations with other
people, such as YouTube, Facebook, Twitter, and
Instagram

A type of shopping mission which is
characterized by customers shopping to fill the
cupboard with products across various categories,
mainly packaged, cleaning, and personal hygiene
products

type of a self-service store format that offers a
wide variety of food, beverages and household
products, organized into sections and shelves

Central retail entities that own or franchise a chain
of stores and/or store formats

Stand-alone businesses that caters to one specific
retail market
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RISK FACTORS

An investment in the Preferential Subscription Rights and New Shares is subject to a number of risks.
Accordingly, investors and prospective investors should carefully consider all of the information set out
in this Prospectus including, in particular, the risks described below, prior to making an investment in
such securities. The Group’s business, financial condition, results of operations and prospects could be
materially and adversely affected by any of the risks described below. In such cases, the market price of
the Preferential Rights or Shares may decline, and investors may lose all or part of their investment.

The risks below are all those which the Group is aware of as at the date of this Prospectus and which it
currently believes may materially affect the Group. These risks should not be regarded as a complete and
comprehensive statement of all potential risks and uncertainties. The risks set out in this section are
based on information known at the date of this Prospectus. Additional risks and uncertainties that are not
presently known to the Group, or which it currently deems immaterial, may exist or become material and
could adversely and materially affect the Company and/or the Group. This Prospectus also contains
estimates that involve risks and uncertainties. The Group’s results may differ significantly from those
previously estimated as a result of certain factors, including the risks which it faces, as described below.
The selected sequence of the risk factors mentioned below represents neither a statement about the
probability of the risks’ realization nor an assessment of the extent of the economic effects or the
importance of the risks.

Risk Factors relating to the Group’s Financial Situation

1. Profitability risk and absence of an approved long-term business plan as of the date of the
Prospectus

In the first semester results, as of June 30, 2019, the Group recorded a net attributable loss of €418.7
million compared to a loss of €29.6 million during the same period in 2018. This increase in losses is due
primarily to the strongly negative earnings impact related to the sharp sales decline of 7.0% and also to
the exceptional one-off effects of €88.8 million (see items (ii)(b), (iv) and (vii) below) registered in the
period in connection with the different measures implemented to set the right basis for the long-term
turnaround of the Company, such as closure of poorly performing stores, which the Company expects will
translate into visible positive effects on sales and profitability only in the medium to long-term, if at all,
as explained further in this Prospectus. As of June 30, 2019, total consolidated equity of the Group
amounted negative €566.2 million. After the Offering, assuming it is fully subscribed, total consolidated
equity of the Group will be negative €65.19 million. Despite that, even after full subscription of the
Offering, the consolidated equity of the Group will be negative, the Group complies with the provisions
of the Spanish Companies Act, not being under a dissolution cause. The dissolution cause rules apply
individually to each of the companies of the Group and not to the consolidated group as a whole. In this
regard, DIA, as parent company of the Group, will not be under dissolution cause, as DIA’s equity,
assuming full subscription of the Offering will amount to positive €327.19 million.This decrease was
primarily attributable to, among other things:

() The sharp sales deterioration caused by extraordinary out-of-stock levels and business disruption
context described above.

(i) The closure process of poorly-performing stores which has affected a total of 663 stores in the first
semester of 2019 (mostly in Spain and Brazil). These 663 disposals mainly translated into: (a) the
write-off of related assets of €51.6 million; and (b) the recognition of one-off provisions in respect
of doubtful accounts receivables from related franchisees of €27.8 million. These stores generated
a negative EBITDA of €33.5 million during the first half 2019.

(iii) A strong de-franchising process (non-profitable franchised stores becoming directly operated by
the Group), which has affected a total of 222 stores during the first semester of 2019 (mostly in
Spain and Brazil), resulting in higher labor and Opex (due to expenses), and the recognition of
additional provisions on related accounts receivables.
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(iv)  An initial commercial assortment rationalization process carried out in all regions resulting in a
meaningful reduction SKUs reduction. This initiative led to recognizing significant losses
(especially in Brazil) related to the corresponding stock liquidation (impacting cost of goods sold)
of €38.8 million of one-off expenses.

(v)  The impact of some logistic improvement initiatives implying the closing of warehouses to seek
greater efficiency, which translated in the short term into higher logistic costs, additional write-offs
of assets and provisions for committed lease payments to owners for €10.8 million affecting
restructuring costs.

(vi)  Other substantial extraordinary and one-off items such as:

o The collective dismissal implemented in Spain together with other headcount reduction
decisions taken in other countries (mainly Brazil) to improve productivity in the stores,
warehouses and head offices, impacting restructuring costs by €40.3 million.

o The complex and multi-phased syndicated debt refinancing process and advisory work
related to the capital increase presented by the former board in the Annual General
Shareholder’s Meeting (including financial and corporate advice, auditors, forensic
services, legal advice and strategy consultants), impacting restructuring costs for €12.6
million and financial results by €23.2 million. In addition, finance expenses increased in
€35.2 million due to the new application of IFRS 16 in 2019. On top of that, the higher
amounts of average financial net debt held during the period and its substantially higher
cost translated into €16.5 million higher interest financial costs. Other finance expenses
increased in €5.6 million. Total increase of finance expenses was therefore €80.5 million.

o The repurchase by DIA of 50% of Finandia, S.A. (“Finandia”) which triggered the
recognition of losses impacting financial results by €12.5 million.

(vii)  The recognition of additional accruals in connection with certain legal and tax risks and liabilities
identified that needed to be provisioned, and write-offs and others for a total amount of €22.2
million mainly in Brazil (€16.5 million). The aforementioned “write-offs and others” correspond
to: (a) legal provisions for an amount of €9.1 million, (b) dismissals for an amount of €6.8 million,
(c) extra maintenance and other for an amount of €5.3 million, and (d) other for an amount of €1.0
million. These items are not included in other concepts explained above.

For a discussion of the Group’s financial performance, see “Management Discussion and Analysis of
Financial Condition and Results of Operations”.

Additionally, as of the date of registration of this Prospectus, the Group continues developing its long-
term business plan, which will set forth the guidelines of the new strategy of the Group and which will be
the basis to assess the long-term recoverability of its assets. The Group’s successful design and
implementation of the future business plan depends largely on its design and implementation by its senior
management team and Board of Directors, most of whom have been recently appointed.

The design and implementation the future business plan is a complex exercise involving the simultaneous
execution of numerous initiatives that may pose significant operational challenges. There can be no
assurance that the Group’s strategy and targets under the new business plan will be fully realized, that
they will be achieved within the targeted time frame, or at all or that the associated implementation costs
will not be exceeded.

Moreover, a failure by the Company to finish developing and deliver the future business plan to the
Lenders prior to December 31, 2019 could trigger an event of default under the New Finance
Arrangements and result in a cross-default under the Bonds.
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2. The Group may fail to comply with the refinancing conditions after the execution of the Offering,
which would give rise to an event of default under the New Finance Arrangements, and therefore,
the Group may be unable to continue as a going concern

On July 17, 2019, DIA entered into the New Finance Arrangements with its Lenders, amending and
restating the Preexisting Finance Arrangements by extending the maturity dates of all pre-existing
tranches of the syndicated facilities (€902.4 million) until March 31, 2023 (the remaining amount up to
€912,113 thousand was relocated as part of the Supplier Tranche, as defined below) and securing a new
financial facility for an amount of €70.8 million from said Lenders (the “Supplier Tranche”). The New
Finance Arrangements include certain conditions with which the Company may fail to comply.

First, in the context of the negotiation of the New Finance Arrangements, the Company has been required
to enhance the security package of the New Finance Arrangements by means of the Hive Down of assets,
liabilities and contracts to certain subsidiaries. In particular, in order to implement the Hive Down;

0] the Company is required to incorporate and/or acquire certain non-operating subsidiaries in Spain
and Luxembourg, described in the New Finance Arrangements as Intermediate LuxCo 1,
Intermediate LuxCo 2, Lux HoldCo, Spain Lux Interco, Brazil Lux Interco, Portugal Lux Interco,
Argentina Lux Interco (the “Luxembourg Intermediate Companies”) and Spain DebtCo
(currently named DIA Finance, S.L.) (together the “Intermediate Companies™);

(i)  the Company is required under the New Finance Arrangements to transfer its business, assets,
liabilities and contracts to certain subsidiaries indirectly owned by the Company. Such transfer
does not include the transfer of:

(@)  the Bonds (European Medium Term Notes) currently issued by the Company;

(b)  any assets, liabilities or contractual relationships which may not be transferred due to legal
or contractual restrictions;

(c)  any assets, liabilities or contracts the transfer of which materially and adversely affects the
business of the Company or the Group;

(d) any assets, liabilities or contracts the transfer of which results in a cost for the Group
(including taxes or losses of tax assets) which exceeds an aggregate amount of €5,000,000
(in the event that such cap is exceeded the Company and the Lenders shall enter into good
faith discussions with a view to identifying ways to minimize such costs and to agreeing the
relevant assets, liabilities and contractual relationships which will be transferred as part of
the Hive Down); and

(e) any property lease agreements the assignment or transfer of which entitles the lessor to
increase the rent or terminate the lease agreement.

(iii)  Spain DebtCo and Spain OpCo will become additional borrowers under the New Finance
Arrangements; and

(iv)  the Company is required under the New Finance Arrangements to grant guarantees over the shares,
bank accounts and receivables of the subsidiaries directly or indirectly owned by the Company that
will participate in the Hive Down, in order to secure the New Finance Arrangements.

In particular, as a first milestone, the Company is required under the New Finance Arrangements to
transfer to certain subsidiaries indirectly owned by the Company, no later than December 31, 2019 and
subject to the above exceptions (the “First Hive Down Milestone”):

(i) all real estate owned by the Company in Spain;

(i) certain commercial stores of the Company representing at least 58% of Restricted EBITDA
(EBITDA after adding back all amounts provided for depreciation, amortization and impairment);
and
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(iii)  the Company’s holdings in the Brazilian, Argentinean and Portuguese subsidiaries, to the extent
viable from a legal, tax and regulatory standpoint.

In addition to the transfer of assets, liabilities and contracts, it is envisaged in the New Finance
Arrangements that the Company shall, on or before December 31, 2019, transfer its syndicated bank debt
to Spain DebtCo and Spain OpCo.

The Hive Down has been approved by the General Shareholders’ Meeting of the Company held on
August 30, 2019. For further detail regarding the actions which have been executed by the Company in
connection with the Hive Down and the actions to be executed following the First Hive Down Milestone,
see “Description of Certain Financing Arrangements”.

The Company considers that it should be able to implement the Hive Down in accordance with the
requirements of the New Finance Arrangements. Notwithstanding the foregoing, the Hive Down is a
complex intragroup restructuring process which will require the implementation of a significant number
of steps and actions in different jurisdictions, also involving third parties (such as landlords, suppliers,
Land and Commercial Registries, tax authorities etc.), which need to be taken in a coordinated manner
and within a limited timeframe pursuant to the New Finance Arrangements (in particular, the First Hive
Down Milestone must be achieved no later than December 31, 2019).

In addition to the above, a failure by the Company to comply with the following relevant obligations
foreseen under the New Finance Arrangements, among others, could also result in an event of default: (i)
a minimum liquidity covenant set at €30 million in cash and cash equivalents (less any trapped cash) to
apply until December 31, 2020, to be tested quarterly on a 12-month look forward basis, commencing
from December 31, 2019 (ii) a leverage covenant, from December 31, 2020, set at levels including 35%
headroom to the Restated Total Net Debt/Restated EBITDA ratio established in the future business plan
of the Company, to be tested semi-annually, and (iii) capex and restructuring costs covenants fixed at
112.5% and 120%, respectively of the aggregate amounts of capex and restructuring costs included in the
new business plan of the Company. For further details see “Description of Certain Financing
Arrangements”.

A failure by the Company to satisfy any of the aforementioned obligations would trigger an event of
default under the New Finance Arrangements and result in a cross-default under the remaining
outstanding Bonds. Following any such event of default or cross-default, the Lenders or bondholders (as
applicable) would be entitled to demand the immediate repayment in full of any amounts outstanding
under the relevant New Finance Arrangements (principal of €973,219,190 plus interest), and the 2021
bonds (principal of €300 million plus interest) and the 2023 bonds (principal of €300 million plus
interest). Under these circumstances, the Group may face a cash shortfall as a result of which it may be
unable to maintain its existing operations and continue as a going concern.

In addition, the New Finance Arrangements state that the Company shall use its best endeavours to raise,
at least, €600 million in the share capital increase. Likewise, under the New Finance Arrangements
LetterOne has committed to subscribe up to €500 million, as further stated in this Prospectus and subject
to the conditions of the Underwriting Commitment. Any amount between €500 and €605 million would
not be an event of default, nor require the prior consent of the banks.

3. There could be an incomplete subscription of €105,552,246.60 of the Second Tranche of the
Offering, as a result of which the Company could face a cash shortfall in the medium to long
term and be unable to implement its future business plan

Under the New Finance Arrangements, the Company committed to implement a share capital increase
before December 31, 2019. In this regard, under the New Finance Arrangements, the Company undertook
to use its best endeavours to raise, at least, €600,000,000 (nominal value plus share premium) in the
aforementioned share capital increase. The New Finance Arrangements also state that up to €500,000,000
of such share capital increase is to be subscribed by LetterOne. As further explained in “The Offering”, in
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order to round the exchange ratio, said share capital increase which is intended to be completed by means
of this Offering was finally adjusted to a total effective amount of €605,552,246.60.

As explained in further detail in the “The Offering”, LetterOne shall fully subscribe the €418,554,999.60
million First Tranche of the Offering, through the capitalization of part of the Second Profit Participating
Loan. Additionally, on October 24, 2019, the Company entered into an underwriting commitment
governed by Spanish law with LetterOne as underwriter with respect to the New Shares (the
“Underwriting Commitment”). In said Underwriting Commitment, LetterOne committed to subscribe
up to €500,000,000 of the Offering, which includes the underwriting of a maximum effective amount
(nominal plus share premium) of €81,445,000.40 of the Second Tranche to the extent that the aggregate
of the First Tranche and the amount subscribed by the rest of the Company’s shareholders or by those
investors who acquire preferential subscription rights after the finalization of the Preferential Subscription
Period, the Additional Allocation Period and the Discretionary Allocation Period is less than
€500,000,000. Therefore, in the event that no New Shares are subscribed during the Second Tranche (i.e.
during the Preferential Subscription Period, the Additional Allocation Period or the Discretionary
Allocation Period), the Underwriting Commitment would be triggered and the Second Tranche would be
closed with 814,450,004 New Shares. Consequently, in such scenario, the Company would raise a
maximum total amount of €81,445,000.40 in the Second Tranche which, together with the
€418,554,999.60 raised in the First Tranche, will imply an incomplete subscription of a maximum of
€105,552,246.60.

In the event of an incomplete subscription of the Offering, the Company’s liquidity position would be
undermined, which could result in the Company having to procure additional financing lines to cover the
unsubscribed amount of the Offering. The New Finance Arrangements allow for the Company to procure
additional financing lines of up to the difference between the funds raised in the capital increase and €600
million (therefore of up to €100 million). Furthermore, in the event that the Company has not raised at
least, €600,000,000 —that is the amount contemplated under the New Finance Arrangements for the
Offering— on or before January 17, 2020, the margin of the Supplier Tranche shall step up from 5.5% per
annum to a 7.0% per annum, which would be the applicable margin for each of the years until the
maturity of the original term (or its further extensions). In such an event, and taking into account the
deterioration of the Company’s results in past financial years and the Company’s current credit rating
(Caa2 by Moody’s and CCC by S&P, both with negative perspective), the Company’s capacity to
effectively access other financing alternatives may be very limited. If that were the case, the Company
believes that its capacity to access other may face a cash shortfall in the medium to long term which could
affect its ability to implement its future business plan.

4. The Group is exposed to a variety of tax risks

The Group is subject to corporate income tax, value added tax, payroll taxes and social security taxes and,
in certain countries, to local taxes on income or assets. The estimated net result of its business is based on
tax rates which are currently applicable as well as current legislation, jurisprudence, regulations and
interpretations by local tax authorities. Any changes in applicable tax laws may adversely impact the
after-tax profit.

The application of tax laws, rules and regulations to the Group’s business is subject to interpretation by
the competent tax authorities. The Group relies on generally available interpretations of tax laws and
regulations in the jurisdictions in which it operates, and it believes that it is in material compliance with
applicable tax laws. However, there can be no assurance that tax authorities may not take the view that
the Group’s interpretations are not accurate. Similarly, the Group may, from time to time, effect certain
changes in the way it organizes and conducts its business operations to enhance efficient management of
its business, the tax consequences of which may be viewed by the tax authorities of the relevant
jurisdictions differently from how they are viewed by the Group. Although currently there is no evidence
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of such different view, reassessments by tax authorities, increasing tax expenses for past periods and
triggering penalties and interest for the underpayment of taxes, are nevertheless possible.

On January 29, 2019, the Group’s parent company in Brazil (“DIA Brazil”) received the result of the
inspections carried out on the 2014 accounts, resulting in an updated debt of €102,295 thousand (BRL
445,094 thousand) relating to the different items of indirect federal taxes Program of Social Integration
(“P1S”) and Contribution for the Financing of Social Security (“COFINS”), which are calculated based
on a percentage of sales. Approximately 30% of the amount of the ruling corresponds to the impact on
PIS and COFINS taxes of the discrepancy regarding the income from supplier discounts, which had
already been raised in a previous inspection. The Company has appealed this ruling through
administrative proceedings and, if necessary, will file a court appeal, since it considers that there are
sufficient grounds to obtain a favorable outcome. Based on reports drawn up by two legal firms, the
Company has deemed the risk of loss of the items disputed in this appeal as remote/possible in the most
part and has therefore only recorded a provision of €1,264 thousand (BRL 5,500 thousand) at June 30,
2019.

Additionally, DIA Brazil received two notifications from the Brazilian tax authorities regarding the 2010
accounts, one for an updated amount of €16,519 thousand (BRL 71,874 thousand) in relation to the
discrepancy regarding the tax on income from supplier discounts, and the other for omission of income
from circulation of goods for an updated amount of €80,227 thousand (BRL 349,076 thousand).

In relation to the first issue (regarding tax on income from supplier discounts), an unfavorable decision
was passed down in the administrative proceedings and the Company filed a court appeal in 2016. As of
the date of this Prospectus, the Company has no further information about the court appeal filed before
the administrative court of first instance in 2016. However, based on reports from external lawyers, the
Company considers that there are sufficient grounds to secure a ruling in favour of DIA Brazil.

In relation to the second issue (on circulation of goods), the administrative proceedings resulted in an
unfavorable ruling, which was subsequently appealed. As a result, the administrative court of second
instance (CARF), recognized deficiencies in the inspection process and ordered another inspection, which
concluded in June 2019 with a favorable ruling for DIA Brazil. The administrative court of second
instance (CARF) must now analyse the conclusions of the new inspection.

The Group’s external legal advisors continue to deem the likelihood of an unfavorable outcome as remote
and the Company has therefore made no provisions as of December 31, 2018 and as of June 30, 2019 for
these two issues.

5. The Group is subject to risks associated with its international markets and foreign currency
volatility

The Group operates directly in four countries, Spain, Portugal, Brazil and Argentina, and in the semester
ended June 30, 2019, it derived 31.2% of its revenues from sales outside of Spain and Portugal (14.2%
from Argentina and 17.0% from Brazil). Some of the Group’s operations are conducted in countries
where economic growth has slowed, such as Brazil; or where economies have suffered economic, social
and/or political instability or hyperinflation; or where the ability to repatriate funds has been significantly
delayed or impaired in recent years, such as Argentina. Current government economic and fiscal policies
in these economies, including stimulus measures and currency exchange rates and controls, may not be
sustainable and, as a result, the Group’s sales or profits related to those countries may decline. As such,
the Group’s operations in international markets requires significant resources and management attention
and subjects it to political, economic and regulatory risks. These include:

. consumer preferences and local market conditions;

. competition from established companies;
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. the impact of local tax, zoning, land use and environmental rules and regulations on the Group’s
ability to build or acquire new facilities;

. reputational damage;

. developing food and safety standards;

. changes in laws and policies affecting trade and investment;

. increases in the cost of foreign labor and international transportation and freight;
. the instability of foreign economies and governments;

. lack of developed infrastructure;

. inflation (including hyperinflation) or recession;

o devaluations or fluctuations in the value of currencies;

. reduced protection of intellectual property rights in some countries;

o expropriation of assets or forced relocations of operations; and

. adverse changes in policies, including monetary, tax and/or lending policies.

Any of the aforementioned risks associated with operating internationally could have a material adverse
effect on the Group’s business, operating results, financial condition and prospects.

As a result of the Group’s international operations, a substantial portion of the Group’s expenses and
revenues are incurred in foreign currency. As noted above, in the semester ended June 30, 2019, 31.2% of
the Group’s sales originated outside the euro area.

In its consolidated annual accounts, the Group translates local currency financial results into euro based
on average exchange rates prevailing during a reporting period or the exchange rate as at the end of that
period. During times of a strong euro or weak local currencies in the jurisdictions in which the Group
operates, at a constant level of business, the Group’s reported revenues and earnings would be reduced
because the local currency would translate into fewer euros.

In addition to currency translation risks, the Group also incurs currency transaction risk whenever it
enters into a purchase or a sales transaction or indebtedness transaction using a different currency from
the currency in which it records revenues. Given the recent volatility of exchange rates, the Group may be
unable to manage its currency transaction and/or translation risks effectively, and volatility in currency
exchange rates may have a material adverse effect on the Group’s business, operating results, financial
condition or prospects. In 2018, for example, Latin American currencies sharply depreciated, with the
Brazilian real (“BRL”) and the Argentinean peso (“ARS”) falling 16.2% and 40.3%, respectively, against
the euro (Source: Bloomberg). As a result, the Group suffered a negative effect from foreign currency
translation in sales of 18.7% (at a constant rated would have increased a 7.4% instead of a decrease of
11.3% suffered in the period) and a positive effect in EBITDA of 25.5% (would have decreased a 73.3%
at a constant rate compared to a 47.8% suffered in the period) and positive 12.1% in net losses (at a
constant rate would be negative €364.9 million compared to the negative €352.6 million registered in the
period) for the year ended December 31, 2018.

Argentina’s economy was considered hyperinflationary in 2018 and under adoption of IAS29, the Group
has chosen to recognize translation differences generated up to January 1, 2018 against reserves. No
translation differences have been generated since the adoption of this standard.

The net impact of foreign exchange in the Group’s consolidated equity position as of December 31, 2018
amounted to positive €37.8 million. In relation to the income statement, the impact of losses related to
foreign currency transactions was negative €10.6 million and the gain from net monetary position due to
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IAS 29 was positive €67.5 million, which mainly derived from trade suppliers, which were higher than
trade receivables.

The variation that would have arisen in cumulative translation differences in financial year 2018 if the
BRL had presented an appreciation or depreciation of 10% would have been +/- 25.56%. The variation
that would have arisen in reserves if the ARS had presented an appreciation or depreciation of 10% would
have been +/- 16.76%, respectively. See “Management Discussion and Analysis of Financial Condition
and Results of Operations— Quantitative and Qualitative Disclosure about Market Risk—Currency
Risk”. As of June 30, 2019, the variation would have been +/- 32.16% for the BRL and +/- 14.33% for the
ARS.

In the first six months of 2019, the BRL and the ARS fell 4.7% and 44.7%, respectively, against the euro
compared to same period last year (Source: Bloomberg). As a result, the Group suffered a negative effect
from foreign currency translation in sales of 6.5% (at a constant rate it would have decreased a 0.5%,
instead of the 7.0% decreases suffered in the period), positive in EBITDA of 3.3% (at a constant rate it
would have decreased a 93.5%, instead of a 90.2% decrease suffered in the period) and positive 56.5% in
net losses (at a constant rate would be negative €435.4 million compared to the negative €418.7 million
registered in the period) for the six months ended June 30, 2019. The impact in foreign currency
transactions was negative €0.4 million and the gain from net monetary position was €36.1 million in the
six-month period ending on June 30, 2019. In addition, the impact of currency translation differences in
the Group’s consolidated equity position was positive €4.6 million related to Brazil. In addition, the
reserves were impacted by positive €8.1 million due to the adjustment for hyperinflation in Argentina.

The Group has entered into and expects to continue to enter into various hedging and other arrangements
in an effort to protect against adverse changes in the non-euro exchange markets and attempt to minimize
potential material adverse effects. However, these hedging and other arrangements may be unsuccessful
in protecting against these risks and the Group may be unable to enter into such arrangements in the
future on commercially acceptable terms or at all. The Group’s results of operations could be materially
adversely affected if the euro strengthens against non-euro currencies and its protective strategies are not
successful.

6. The value of the Group’s property, plant and equipment, goodwill, tangible assets and other
intangible assets may further decline in the future

As a result of the impairment test, for the year ended December 31, 2018, the Group recognized a total
impairment loss on non-current assets of €79.9 million, of which €66.5 million related to property, plant
and equipment, €11.8 million related to goodwill and €1.7 million related to intangible assets.

Also, in December 2018 the Company adjusted the carrying amount of the Clarel business assets to their
fair value less selling costs, totaling €37.7 million in losses net of taxes of discontinued operations. As a
result of the above, the total impairment losses related to assets recognized in financial year 2018
amounted to €117.6 million.

In the semester ended June 30, 2019 the Group recognized a total impairment loss on non-current assets
of €11.6 million, of which €5.6 million related to property, plant and equipment, €5.8 million related to
goodwill and €0.1 million related to intangible assets. The Company estimates that during second half of
year 2019 it may close approximately 150 to 200 stores.

In relation to Cash & Carry, in the first half of 2019 an impairment of €4.2 million has been recorded in
the assets of the Cash & Carry business (losses net of taxes of discontinued operations) based on
forecasted sale liquidation estimates for the second half of 2019.

A significant further decline in the Group’s expected future cash flows, a material change in interest rates
or a significant adverse change in the business climate resulting in slower growth may require the Group
to reduce the value of goodwill and other intangible assets. For example, a decrease of 100 bps in the
average growth of sales rate in the year ended December 31, 2018 would have increased the impairment
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charge by €16.3 million. Similarly, a decrease of 20 bps in the Group’s commercial margin would have
increased the impairment charge by €2.1 million, an increase in the discount rate of 100 bps would have
increased the impairment charge by €4.6 million and a decrease in the perpetual growth rate of 20 bps
would have increased the impairment charge by €7.0 million.

The Group cannot provide assurance that it will not be required to record any impairment losses in the
future. Further impairment would be needed, in the context of the Group’s divestment of assets that have
been classified as discontinued operations in the Audited 2018 Financial Statements and Limited
Reviewed H1 2019 Financial Statements ending June 30, 2019, if the final selling price less cost to sell is
lower than the book value of the assets.

7. A continued decline in the Group’s operating profit and taxable income may impair its ability to
realize the value of its deferred tax assets

The Group is required by accounting rules to periodically assess its deferred tax assets for impairment and
recognize an impairment loss or valuation charge, if necessary. In performing these assessments, the
Group uses its historical financial performance to determine whether it has potential impairments or
valuation concerns and as evidence to support its assumptions about future financial performance.

As at December 31, 2017, the Group had recoverable deferred tax assets that exceeded a recoverable
period of ten years, which the Company believed to be reasonable based on the Group’s profit history.
However, given the deterioration in the Group’s financial performance during 2018, the Group applied an
impairment of €160.3 million of assets for tax loss carryforwards with a recovery exceeding ten years and
of €9.7 million of other deferred tax assets (total impairment of €170.5 million). As a result, deferred tax
assets as of December 31, 2018 were €73.3 million, compared to €272.3 million as of December 31,
2017.

As of June 30, 2019, deferred tax assets amounted €95.1 million.

Notwithstanding the impairment applied in 2018, the Group continues to have significant deferred tax
assets related to loss carryforwards. The realization of such loss carryforwards and other deferred tax
assets depends on the timing and amount of taxable income earned by the Group in the future. A
significant decline in the Group’s financial performance, or the failure to successfully execute the
Group’s future business plan, could negatively affect the results of the Group’s assessment of the
recoverability of its deferred tax assets and trigger the impairment of these assets. As explained, at the
date of registration of this Prospectus, the Group is still working on the design of its new long-term
business plan, which is expected to be approved by the Board of Directors before December 31, 2019 and
to be the basis to assess the long-term recoverability of its assets.

Impairment or valuation charges taken against deferred tax assets could be material and could have a
material adverse impact on the Group’s business, results of operations, financial condition and prospects.
See “Management’s Discussion and Analysis of Financial Performance and Results of Operation -
Critical Accounting Policies and Estimates”.

8. The Group will have indebtedness upon completion of the Offering, which may significantly
restrict its operations

As of 30 June, 2019, the Group had a net financial debt (excluding IFRS 16) amounting to €1,817,887
thousand®. Furthermore, as of 30 September, 2019, the Group had a net financial debt (excluding IFRS
16) amounting to €1,854,432 thousand. Following the completion of the Offering, the Group will have a
net financial debt (excluding IFRS 16) of €1,254,569 thousand. The Group’s debt and the covenants in

1 Excluding IFRS 16 impact of €689.3 million. The IFRS 16 is excluded due to the fact that the IFRS 16 debt is not a granted
financing facility. This amount corresponds with the leases payments of the previous years and it was accounted in that manner (as
lease payments).
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the New Finance Arrangements and outstanding Bonds could have important consequences, including,
but not limited to:

e increasing the Group’s vulnerability to general adverse economic and industry conditions;

e requiring the dedication of a substantial portion of the Group’s cash flow from operations to the
payment of principal and interest on its indebtedness;

e limiting its ability to obtain additional financing to fund future working capital, capital expenditures,
business development or other general corporate requirements (with the exceptions of the permitted
additional financing of €400 million to refinance the bonds maturing in 2021 and the additional
permitted financing of up to €100 million in the event of an incomplete subscription of the capital
increase);

e increasing the cost of borrowing under any future credit facilities;
e making it more difficult for the Group to pay dividends;

e limiting the Group’s ability to incur further indebtedness (and grant security in relation thereto) or
invest in or dispose of assets;

e limiting the Group’s flexibility in planning for, or reacting to, changes in its business and in the
grocery retail industry; and

e placing the Group at a competitive disadvantage compared to less leveraged competitors.

Any of these and other consequences (including any defaults or events of default under the Group’s
indebtedness) could have a material adverse effect on the Group’s business, results of operations,
financial condition and prospects.

In particular, the Group will face very relevant maturities of its long-term debt in 2021 (€300 million
corresponding to the 2021 bonds) and between October 2022 to September 2023, €988,182 thousand,
mainly corresponding to the 2023 bonds plus the Revolving Credit Facilities, Term Loans and Credit
Facilities drawn down of the New Finance Arrangements and a failure by the Group to repay, extend or
refinance its maturities may lead the Group to face a cash shortfall, as a result of which it may be unable
to maintain its existing operations and continue as a going concern.

In the context of the New Finance Arrangements, the Company and LetterOne entered into the TL
Tranche Commitmment Letter (as defined below), pursuant to which LetterOne commits to provide (or
otherwise procure the provision by other party/ies) the TL Tranche (as defined below) in an aggregate
principal amount of €200,000,000. In the event that LetterOne fails to comply with its commitment under
the TL Tranche Commitment Letter, a drawstop event would occur on the roll over of the existing loans
of the New Finance Arrangements (including the Supplier Tranche), amounting to a maximum of €603
million, which would cause a potential negative impact in its liquidity profile.

Additionally, the Group will face relevant maturities of its short-term debt (before the end of September
2020) for an amount of €99,723 thousand. A failure by the Group to repay, extend or refinance its
maturities may lead the Group to face a cash shortfall as a result of which it may be unable to maintain its
existing operations and continue as a going concern.

In addition, the Group has pledged almost 100% of its assets to secure its obligations under the New
Finance Arrangements. The Group’s obligations under the New Finance Arrangements are secured by
pledges over the equity interests owned by certain members of the Group, mortgages over real estate
properties, mortgages over certain intellectual property rights, intercompany loans under which the
Company is the borrower, pledges over the centralized banks accounts of the Company and certain of its
subsidiaries. The Company will pledge the shares in each of the Intermediate Companies and the rest of
its subsidiaries pursuant to the Hive Down. Therefore, the Group’s rights and the rights of any other of its
creditors to participate in any distribution of assets upon liquidation, reorganization, dissolution or
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winding up will be subject to the prior claims of the Lenders. Similarly, the rights of the Group’s
shareholders will be subject to satisfaction of the claims of the Lenders and other creditors.

9. The principal shareholder of the Company has executed several related party transactions with
the Company

The Company and several companies within the LIHS group, have executed a number of related party
transactions following the acquisition of a controlling stake by LetterOne as a result of the settlement of
its Tender Offer (as defined below). In particular the Company and the following companies within the
LIHS group have entered into the following related party transactions:

e  First Profit Participating Loan and Second Profit Participating Loan — entered into with LetterOne
on May 29, 2019 and June 26, 2019, respectively, and for a principal amount of €40,000,000 and
€450,000,000, respectively. Both PPLs were granted for any uses within the corporate purpose or
activity of the Company, and, mainly, to assist the liquidity needs of the Company, and their
repayment date is November 28, 2019. The annual interest amounts to 0.25% (First Profit
Participating Loan) and 2.80% (Second Profit Participating Loan) of the Company’s group average
monthly sales in accordance with the latest available consolidated management accounts of the
Company, up to a maximum of 2% per annum of the amounts borrowed. The total amount of
interest accrued under the PPLs as of September 30, 2019 is €2.28 million, and until their maturity
the total amount of interests is expected to be a total 3.89 million.

e  Management services agreement — entered into on June 12, 2019 between the Company and L1
Retail (UK) LLP and L1 Retail (Jersey) LLP, two companies within the LIHS group. L1 Retail (UK)
LLP and L1 Retail (Jersey) LLP are companies within an international investment firm with proven
world-class retailing and retail transformation expertise. In this regard, the management services
agreement is aimed at benefitting DIA from their experience in the retail industry and by providing
consultancy and advisory services in order to help to improve DIA’s performance. In exchange of
the services rendered, DIA has agreed to pay up to €416,666.66 per month, which amounts to up to
€5,000,000 per year. This agreement has an indefinite duration and may be terminated by a mutual
agreement of the parties, by means of a 6-month prior notice by either party or by DIA if LetterOne
ceases to be a controlling shareholder of DIA.

e TL Tranche Commitment Letter — entered into on July 17, 2019 between the Company and
LetterOne, pursuant to which LetterOne commits to provide (or otherwise procure the provision by
other party/ies) the TL Tranche in an aggregate principal amount of €200,000,000 with a margin set
at 7%.

e  Underwriting Commitment — entered into on October 24, 2019 between the Company and
LetterOne, whereby in exchange for committing to subscribe up to €500,000,000 of the Offering,
including underwriting up to €81,445,000.40 in the Second Tranche subject to the conditions
thereof, the Company agrees to pay a fee of €3,868,637.5 to LetterOne. This decision has been
mainly based on the contacts made and the underwriting proposals received by the Company. For
further information see “Related Party Transactions” and “Plan of Distribution - Underwriting
Commitment”.

All of the aforementioned transactions have been approved after the issuance of the relevant report by the
Audit and Compliance Committee of the Company. The Board of Directors of the Company has also
approved the abovementioned transactions. For such approval, the proprietary directors, which have been
appointed by LetterOne, have abstained from deliberation of the relevant resolutions and have adhered to
the vote of the independent directors, being all these transactions approved by unanimity using this same
procedure. The Company believes that all these transactions have been entered into under market
conditions and in the best corporate interest of the Company.
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As a consequence of all the abovementioned transactions executed by and between the Company and
several companies within the LIHS group, DIA has certain dependency on its majority shareholder.

10. Any failure, insufficiency or breakdown in the Group’s internal controls over financial reporting
could have a material adverse effect on the Group’s business, operating results, financial
condition or prospects

In the context of the Group’s review of its profit outlook for the year ended December 31, 2018, which
revealed the existence of irregular accounting practices in Spain and Brazil and which led to the
restatement of the Group’s financial statements for the years ended December 31, 2017 and 2016, the
Group appointed a firm of forensic advisors to carry out an investigation to establish the causes of such
irregularities and to identify the persons responsible. The investigations, both in Spain and in Brazil, are
complete and the final reports were sent to the Anti-Corruption Prosecutor’s Office (Fiscalia
Anticorrupcidn). These investigations could adversely affect the Group’s business or lead to the
commencement of legal proceedings against the Group, which could have a material adverse effect on the
Group’s business, operating results, financial condition or prospects.

On October 22, 2019, the Company was notified that the Audiencia Nacional had declined its jurisdiction
over a lawsuit filed by a group of minority shareholders against the Company and its past directors
regarding the 2017 annual accounts. The Company is unaware, as of the date of this Prospectus, of any
additional information regarding this lawsuit, or of the possibility of the minority shareholders filing a
lawsuit in a different court.

Following the investigations, the external forensic advisors concluded that the Group’s internal control
systems are diligent and such irregular accounting practices occurred as a result of certain employees’ and
management’s (including several former senior executives of the Group) override of internal controls,
without the Board of Directors being aware of these. As of the date of this Prospectus, the employees and
management that, according to the investigation, and based on their level of responsibility, may have
participated in the irregular practices are no longer employed by the Group nor hold any position within
the Group. For more information regarding the causes of the restatement, see “Management’s Discussion
and Analysis of Financial Condition and Results of Operation—Key Factors Affecting Comparability of
Results—Restatement of comparative figures for FY 2017 and FY 2016”.

The Group intends to review its internal control systems, and where necessary, implement changes to
reinforce such systems. However, internal control systems are subject to inherent limitations, including,
among other things, the potential for circumvention of controls or human error. In fact, the Group's
internal control over financial reporting did not detect or prevent the accounting errors and irregularities
resulting in the restatement referred to above; notwithstanding the Group beliefs that their internal control
systems are adequate and diligent, they may not detect or prevent future misstatements in the Group's
reported financial statements. Further, the Group’s internal control over financial reporting is subject to
the risk that controls may become inadequate in the future because of changes in internal or external
conditions or new accounting requirements.

Any failure, insufficiency or breakdown in the Group's internal control over financial reporting, or any
failure to implement required new or improved controls, or any difficulties related to their implementation
within the Group could inhibit the Group's ability to accurately monitor or report its financial condition,
results of operations or cash flows, which could have a material adverse effect on the Group’s business,
operating results, financial condition or prospects.

11. The Group’s success depends substantially on the value of its brand and reputation

The Group’s success is substantially dependent upon its ability to maintain and enhance the value of its
brand, improve customer loyalty and forge a positive relationship with its franchisees and suppliers.

The Group believes that it has built a solid reputation as a food retailer, franchisor, socially responsible
corporation and employer, and believes that its continued success depends on its ability to preserve, grow
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and leverage the value of its brand. Brand value is based largely on perceptions of subjective qualities,
and even isolated incidents can erode trust and confidence, particularly if they result in adverse publicity,
governmental investigations or litigation, which can negatively impact these perceptions and the Group’s
business.

Some of these incidents may relate to the quality of the Group’s private label products, unreliable or low-
quality customer service, poorly kept stores, the loss and unauthorized disclosure of personal information,
the way the Group manages its relationships with franchisees and suppliers and the Group’s growth
strategy. Other incidents that could be damaging to the Group’s brand may arise from events, some of
which are beyond its control, such as: (i) actions taken (or not taken) by the Group or one or more
franchisees or their employees relating to health, safety, welfare or otherwise; (ii) data security breaches
or fraudulent activities associated with the Group’s or its franchisees’ electronic payment systems; (iii)
litigation and legal claims; (iv) regulatory claims; (v) financial misconduct; (vi) third-party
misappropriation, dilution or infringement of the Group’s intellectual property; and (vii) illegal activity
targeted at the Group or others.

Consumer demand for the Group’s products and services, and the value of its brand could diminish
significantly if any such incidents erode consumer confidence in the Group or its products or services,
including its private label, which would likely result in fewer sales. This is especially relevant, as the
Group’s private label brands are present in all the countries in which it operates and represent a high
percentage of total sales, accounting for 42.83% of the Group’s total sales, 48.08% of total sales in Spain,
48.72% in Portugal, 29.83% in Brazil and 40.50% in Argentina for the semester ended June 30, 2019. In
addition, the Group consistently exports private label products internationally to over 30 countries in
which it does not have a physical presence. As at June 30, 2019, the Group had approximately 6,660
private label products.

In addition to the above, a lack of improvement of the Company’s credit rating (Standard and Poor's CCC
(negative outlook) and Moody's Caal (negative outlook)) may harm the overall perception of commercial
and financial creditors of the Company.

12. Labor disputes, employee redundancies and layoffs could adversely affect the Group

A considerable amount of the Group’s operating costs is attributable to labor costs and, therefore, its
financial performance is greatly influenced by increases in wage and benefit costs, including pension and
health care costs.

A majority of the Group’s 40,247 full-time employees as of June 30, 2019 are represented by unions and
are working under agreements that are subject to annual salary negotiations. The Group’s business could
be affected adversely by union disputes and strikes or work stoppages by its employees in connection
with negotiations of new labor agreements or during other periods for other reasons, including layoffs that
could generate severance costs. Any future work stoppage or slowdown could, depending on the affected
operations and the length of the work stoppage or slowdown have a material adverse effect on the
Group’s business, operating results, financial condition or prospects.

Moreover, the Group could be adversely affected by labor disruptions involving unrelated parties that
may provide goods or services to the Group, including the employees of franchisees, partner companies
and private label suppliers. Strikes and other labor disruptions at any of the Group operations could
adversely affect the Group’s business, operating results, financial condition or prospects.

In addition to the above, the Group’s labor costs and the operating restrictions under which it operates
could increase as a result of changes in labor laws and regulations. Also, on February 8, 2019, the Group
announced the initiation of a collective dismissal process in DIA and in Twins Alimentacion, S.A. The
personnel expenses related to this process have been fully accrued as of June 30, 2019. As of September
2019, 1,419 employees had been laid-off and 4 employees are pending to be laid-off.
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In addition to the above, on September 13, 2019 the Company launched a collective dismissal process in
its subsidiary, EI Arbol Group, mainly related to the expected closing of Max Descuento stores and two
La Plaza de DIA stores located in Madrid and could affect a maximum of 210 employees fully
provisioned as of September 30, 2019.

Also, as of September 2019, 313 stores have been closed in Brazil (44 CO-CO stores and 269 franchises),
with the consequent dismissal of 259 employees of the CO-CO stores.

Overall, as of June 30, 2019, €40,290 thousand of restructuring costs were recognized as personnel costs
in the Group for the total estimated costs related to the collective dismissal approved and other
indemnifications in Spain and in other countries.

13. The Group is exposed to a variety of risks associated with its franchised stores

The Group operates its stores either directly or under a franchise scheme. Under the Group’s franchise
model, stores are operated by third parties pursuant to a franchise agreement whereby the corresponding
ownership of the property right, lease agreement or surface right is held by the franchisee (“FO-FO”,
Franchise Owned — Franchise Operated) or the Group (“CO-FO”, Company Owned — Franchise
Operated). As of June 30, 2019 approximately 3,190 of the Group’s stores operated under franchise
agreements, representing 46.8% of the Group’s worldwide store network at that date. Sales related to
franchises at Group level amount to 34.8%.

The Group’s franchise business model exposes it to a number of risks, any one of which may impact the
revenues collected from its franchisees, may harm the goodwill associated with the DIA brand, and may
otherwise have a material adverse effect on the Group. While the Group’s franchisee revenues are not
concentrated among one or a small number of franchisees, the success of the Group’s business is
significantly affected by its ability to maintain contractual relationships with profitable franchisees.

In any event, if the Group intends to carry out a significant change of format (such as a DIA store being
transformed into a DIA & Go store), the consent of the franchisee is required, since such changes to the
store’s format requires an amendment of the franchise agreement. Minor changes in the store, such as a
change of minor furniture, would not require amendments to the franchise agreements.

14. The Group may not timely anticipate, gauge and effectively react to market trends or consumer
preferences, which could negatively affect its relationship with customers, demand for its products
and services, market share and the growth of its business

To remain competitive, the Group must constantly and accurately anticipate short-term, long-term and
seasonal trends in consumer demand, availability of merchandise, the related impact on the demand for
existing products and the competitive environment. In particular, its store offerings must be constantly
adapted to respond to shifts in consumer preferences due to factors such as, over shorter periods,
competition in promotional activities and seasonality, and, over longer periods, economic conditions and
consumer trends. The Group must also anticipate longer-term trends in consumer buying habits, such as
consumer demand for greater convenience. The success of its business depends in part on its ability to
compete in terms of price architecture, assortment and quality of products, customer experience, online
and digital channels, quality of its private label offering, convenience and the speed and cost of shipping.
The Group may be unable to continue to successfully identify or effectively respond to market trends or
consumer preferences, which could negatively affect its relationship with its customers and demand for
the products and services it sells, which could have a material adverse effect on the Group’s business,
operating results, financial condition or prospects.

15. Failure to obtain, retain, and/or refurbish suitable store sites could adversely affect the Group

As a leading proximity grocery retailer, the Group monitors its geographical footprint on an ongoing basis
to identify locations where it would be desirable to open a new store. The Group’s ability to obtain sites
for new stores is dependent on identifying and entering into leases on commercially reasonable terms for
properties that are suitable for its needs. As of June 30, 2019, the Group owned 152 of its stores, and held
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7,221 operating leases for its stores and warehouses. The average length of the Group’s leases is between
20 and 30 years. See “Business—Real Estate”. There are 1,081 store leases that are set to expire before
June 30, 2022, representing 15.16% of the store leases. If the Group fails to identify suitable sites and
enter into leases on a timely basis for any reason, including as a result of competition from other
companies seeking similar sites, the Group’s competitive position as a proximity grocery retailer and
results of operations could be adversely affected. Similarly, failure by the Group to renew existing leases
on commercially reasonable terms or at all could have a material adverse effect on the Group’s business,
operating results, financial condition or prospects.

If under its new business plan, DIA decides that a large volume of store refurbishments will take place
between 2020 and 2021, the related stores will be closed during such refurbishments and therefore unable
to generate revenue. The loss in operating cash flows will be accompanied by an increase in capital
expenditures, which the Group intends to finance through a combination of debt and cash. While the
refurbishment work for each store is expected to last between two and four weeks, there can be no
guarantee that there will not be any delays or unexpected costs associated with remodeling and renovating
those stores, which may impact the Group’s liquidity and financial condition.

16. Concentration of the business in certain countries and regions increases the potential for
significant losses

The Group’s main market is Spain, where it generated 60.3% of its sales in the semester ended June 30,
2019. As a result, any adverse impact of an economic, political, social or other nature in Spain could
adversely affect a significant part of the Group’s business. As a result of this concentration, the Group’s
business is more exposed to regional risks than the operations of its more geographically diversified
competitors and is vulnerable to economic downturns in Spain. Any unforeseen events or circumstances
that adversely affect the areas in which the Group’s stores are located or from which the Group obtains
products in Spain, could have a material adverse effect on the Group’s business, operating results,
financial condition or prospects.

These factors include, among other things, changes in demographics, population, employee bases and
economic conditions, wage increases, severe weather conditions, power outages and other catastrophic
occurrences. Such conditions may result in reduced customer traffic and spending in the Group’s stores,
physical damage to its stores, loss of inventory, closure of one or more stores, inadequate work force,
temporary disruption in the supply of products, delays in the delivery of goods to the Group’s stores and a
reduction in the availability of products in the Group’s stores. Any of these factors may disrupt the
Group’s business, which could have a material adverse effect on the Group’s business, operating results,
financial condition or prospects.

In particular, the Group could be adversely affected by events such as the floods which occurred in the
south-east of Spain in the month of October 2019. Such natural disasters could affect the normal
operation of stores and warehouses in said areas, as well as cause damages to the stores and warehouses
and the products in those stores and warehouses, something which, in turn, could have a material adverse
effect on the Group’s business, operating results, financial condition or prospects.

Likewise, the Group could be adversely affected by political events in Catalonia. There is uncertainty
regarding the outcome of political and social tensions in Catalonia, which could result in volatile capital
markets and other financing conditions in Spain or otherwise adversely affect the environment in which
the Group operates in Catalonia and the rest of Spain, any of which could have a material adverse effect
on the Group’s business, operating results, financial condition or prospects.

The Group also has a concentration of stores in the Sao Paulo and Buenos Aires regions of Brazil and
Argentina. As a result, any unforeseen events or circumstances that adversely affect the areas in which the
Group’s stores are located or from which the Group obtains products in Brazil and Argentina, could have
a material adverse effect on the Group’s business, operating results, financial condition or prospects.
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17. Current and future accounting pronouncements and other financial reporting standards might
negatively impact the Group’s financial results.

The International Accounting Standards Board (“lASB”) or other regulatory bodies periodically introduce
modifications to financial accounting and reporting standards under which the Group prepares its
consolidated annual accounts. A number of new accounting standards and amendments and
interpretations to existing standards became effective for periods beginning on or after January 1, 2019,
including IFRS 16 “Leases” and IFRIC 23 “Uncertainty over income tax treatments”. As of June 30, 2019
the implementation of IFRIC 23 has not had a material effect on the Group’s business, operating results,
financial condition or prospects.

With regard to IFRS 16, the Group leases a substantial part of its facilities, the majority of which have
been classified as operating leases. Up to December 31, 2018 these leases were recorded off-balance sheet
with the associated rent being recorded as operating expenses in the Group’s consolidated income
statement. According to the new leasing accounting standard all leases are to be recognized on the
balance sheet of the lessee (save for limited exceptions for short-term and low value leases). Accordingly,
regardless of economic ownership of the leased asset, the lessee must capitalize a right of use for the asset
and recognize a corresponding liability in the amount of the present value of the binding lease payments.
The Group, as of June 30, 2019, increased its right of use assets by €702.8 million, of which €673.7
million related to the application of IFRS 16. Real estate lease liabilities increased by €719.9 million, of
which €689.3 million related to IFRS 16 and the remaining €30.6 million relate to finance leases existing
prior to the implementation of IFRS 16. The net profits before tax suffered a negative impact of €10.0
million for the six-month period ended June 30, 2019 (estimated €20.0 million annualized) as a result of
the application of IFRS 16 (positive impact in rentals of €163.0 million positively affecting EBITDA,
negative impact for increased amortization of €143.2 million, negative impact in financial expenses of
€35.3 million and other positive impacts of €5.5 million). Note that for the calculation of financial ratios
the IFRS 16 impact is excluded from the Net Financial Debt amount.

Regarding sale & leaseback transactions, the required assessment of the sale transactions in light of IFRS
15 — “Revenue from contracts with customers”— may impact significantly in the future accounting of these
types of transactions. With the publication of IFRS 16 in January 2016 the IASB decided that the
mandatory application date of the new lease accounting standard would be for annual periods beginning
on or after January 1, 2019. The implementation of this new standard may have a material effect on the
results of operations and financial condition of the Group by delaying recognition of revenue from sale
and leaseback transactions. However, as of June 30, 2019, the income recognized related to sale and
leaseback transactions was only €0.7 million since the Company is not performing this type of
transactions and, therefore, the impact is not material. Other income associated with such transactions for
financial year 2018 and financial year 2017, amounted to €28.1 million and €31.2 million, respectively.

Risk Factors relating to the Group’s Industry
18. The Group’s industry is highly competitive

The grocery retail industry is highly competitive both in Spain and internationally, and continues to be
characterized by intense price competition, increasing fragmentation of retail formats, entry of non-
traditional competitors (both physical and online), such as large discount department stores that also sell a
complete line of groceries, club and warehouse stores, specialty supermarkets, drug stores, convenience
stores and restaurants, and market consolidation. Moreover, competition in this industry may increase as a
result of relatively limited barriers to entry. In particular, the proximity business format in which the
Group’s business is concentrated is subject to strong competitive pressure. Furthermore, some of the
Group’s competitors have greater financial resources and could use these financial resources to take
measures, such as altering product mix, reducing prices and offering home/in-store fulfilment of online
ordering, which could adversely affect the Group’s competitive position.
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Further, over the last several decades, the grocery retail and foodservice industries have undergone
significant changes. Companies such as Lidl, Mercadona and Aldi in Spain have developed lower cost
structures than conventional grocers to provide their customers with a business proposition based on
convenience and proximity. There is no guarantee that companies will not adopt similar practices in the
other markets in which the Group operates. In addition, wholesale outlets offer an additional low-cost
option in the markets they serve. To maintain and grow its market share in its competitive industry, the
Group may be pressured to lower its prices, which would require it to achieve additional cost savings to
offset these reductions. Furthermore, the Group may be unable to change its cost structure and pricing
practices rapidly enough to successfully compete in that environment or at all.

Several underlying consumer and sociodemographic trends, including health awareness and food
intolerances, are increasing the demand for fresh and healthy products, in particular, in the Spanish
grocery retail market. Specifically, the Group believes that in Spain three out of the top four and six out of
the top eight product categories by importance for consumers when choosing a retailer are related to fresh
products. To compete and meet customer demand, the Group has made significant changes to its current
product offering to include more fresh products across its store network. There can be no assurance that
the Group’s changes to its product lines will successfully meet the shifting trends in consumer
preferences.

19. The Group’s operations are subject to economic conditions that impact consumer spending

The Group’s results of operations are sensitive to changes in overall economic conditions that impact
consumer spending, including discretionary spending. Future economic conditions such as employment
levels, business conditions, interest rates, energy and fuel costs and tax rates could reduce consumer
spending or change consumer purchasing habits. While there has been a trend toward lower
unemployment and fuel prices in recent periods which have contributed to a better economic climate,
there is uncertainty about the continued strength of the economy. If the economy in the jurisdictions in
which the Group operates weakens, or if fuel prices increase, consumers may reduce consumer spending.
A reduction in the level of consumer spending could cause customers to purchase lower margin items or
to shift spending to lower priced competitors.

In addition, consumers’ perception or uncertainty related to the economic recovery and future fuel prices
could also dampen overall consumer confidence and reduce demand for the Group’s product offerings.
Both inflation and deflation affect the Group’s business. Food deflation could reduce sales growth and
earnings, while food inflation could reduce gross profit margins.

Emerging markets are particularly susceptible to a series of risks that are less common in developed
economies, which could have an adverse effect on the Group (including risks of macroeconomic
instability, potential currency devaluation, political and social instability, and lack of legal certainty).
Additionally, in Spain, Brazil and Argentina, GDP projections evidence a risk of stagnation, as 2020
projections evidence a decrease in GDP growth in comparison with 2019. See “Industry and market
overview”.

In Argentina, for example, average food deflation in the first semester of 2019 amounted to -1.4%
(Source: Several Argentinian consulting firms and banks). Notwithstanding the foregoing, average food
inflation amounted to (i) 2.7% in Portugal for the first semester of 2019 (Source: Bank of Portugal); (ii)
1.4% in Spain for the first quarter of 2019 (Source: INE); and (iii) 0.3% in Brazil for the first quarter of
2019 (Source: Government of Brazil). Decreases in food and commaodity prices could negatively impact
sales growth, consumer demand, operating margins and earnings if the Group’s competitors react by
lowering their retail pricing. Similarly, Argentina’s economy experienced a hyperinflationary
environment in 2018 and a depreciation of its currency, which materially affected the Group’s results of
operation. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Key Factors Affecting Comparability of Results—Hyperinflation in Argentina”.
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The Group is unable to predict if the economy will improve, the rate at which the economy may improve,
the direction of fuel prices or if deflationary trends will occur. If the economy does not continue to
improve or if it weakens, fuel prices increase or deflationary trends continue, there could be a material
adverse effect on the Group’s business, operating results, financial condition or prospects.

20. Increased commadity prices may impact profitability

Many of the Group’s private label and national brand products include ingredients such as wheat, corn,
oils, milk, sugar, proteins, cocoa and other commodities. Commodity prices worldwide have been
volatile. While commaodity price inputs do not typically represent the substantial majority of the Group’s
product costs, any increase in commodity prices may cause suppliers to seek price increases from the
Group. Although the Group is typically able to mitigate supplier efforts to increase prices, it may be
unable to continue to do so, either in whole or in part. In the event it is unable to continue mitigating
potential supplier price increases, it may in turn consider raising its prices, and its customers may reduce
their purchases at the Group’s stores or purchase less profitable products. In certain circumstances,
however, if the price increase is too high, the Group may not be able to pass it on to consumers. The
Group’s profitability may be impacted through increased costs, which may impact gross margins, or
through reduced revenue as a result of a decline in the number and average size of customer transactions.
Both may have a material adverse effect on the Group’s business, operating results, financial condition or
prospects.

Risks Factors relating to the Offering, the Preferential Subscription Rights and the New Shares

21. The market price for the New Shares may decline below the Subscription Price and shareholders
may not be able to sell their Shares and/or Preferential Subscription Rights at a favorable price
during or after the Offering. The sale of a significant number of Shares may impact their trading
price

The Offering will be in respect of 6,055,522,466 New Shares at a Subscription Price of €0.10 (nominal
plus share premium) per New Share, which represents a discount of 22.0% on the theoretical ex rights
price (“TERP”) (€0.1282 based on the Share’s closing price of €0.41 as of October 22, 2019) a 79.8%
discount to the average market share price of the last quarter and a 82.4% discount to the average market
share price of the last year. As a result, the Offering may result in a decline of the trading price of the
Shares. Further, given that the trading price of the Preferential Subscription Rights depends on the price
of the Shares, a significant decline in the public market trading price of the Shares would negatively
affect the trading price of the Preferential Subscription Rights. In addition, there can be no assurance that
the public market trading price of the Shares will not decline below the Subscription Price following such
holders’ exercise of their Preferential Subscription Rights. Should this occur, such holders will have
committed to buy the New Shares at a price above the prevailing market price of the Company’s Shares,
and such holders will suffer an immediate unrealized loss as a result. In addition, there can be no
assurance that, following the exercise of such Preferential Subscription Rights, holders of Preferential
Subscription Rights will be able to sell their New Shares at a price equal to or greater than the
Subscription Price. None of the principal shareholders have made a lock-up commitment.

After the implementation of the capital reduction, which would be followed by the Offering, DIA would
have a share capital of €6,224,565.13, comprising 622,456,513 Shares, each being fully paid up.
Immediately after it, the Offering will be implemented. Assuming the full subscription of the Offering,
DIA would have a share capital of €66,779,789.79, comprising 6,677,978,979 Shares, each being fully
paid up. The foregoing means that new shares imply an increase of 972.84% with respect to the current
number of shares.

In addition to the above, the Group’s share price experienced a sharp decline during 2018, which has
continued in 2019. The market price of the New Shares (including the rights to subscribe for such New
Shares) could also be subject to significant fluctuations due to a change in sentiment in the market
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regarding these securities. The factors which may affect the Group’s share price, and the price of the New
Shares, include (but are not limited to):

. the Group’s expected and actual performance and the performance of the industries in which it
operates;

. regulatory changes affecting the Group’s operations;

. speculation on the Group’s ability to deliver on its future business plan and its cost reduction plan;

. the addition and departure of members of the Board of Directors and replacement of or change in
management;

. divergence in financial results from stock market expectations;

. future issues of Shares, or large purchases or sales of Shares in the market; and

o announcements of changes in the Group’s credit rating.

In addition, stock markets have from time to time experienced significant price and volume fluctuations
that have affected the market price of securities, which may be unrelated to a given company’s operating
performance and prospects. Shareholder litigation has often been instituted against companies following
periods of volatility in the overall market and in the market price of a company’s securities. Moreover,
any decline in the market price of the Shares might also make it more difficult for the Group to raise
equity in the future.

Any of these events could result in a decline in the market price of the Shares or the New Shares
(including the rights to subscribe for such New Shares).

22. The Group’s ability to pay dividends to its shareholders is uncertain and may be restricted

The New Finance Arrangements restrict the ability of the Company to declare or pay any dividend or
make any other payment or distribution on or in respect of its share capital, until the syndicated facilities
have been repaid in full (which, under the New Finance Arrangements will be on March 31, 2023). The
Company may only distribute dividends to its shareholders before the repayment in full of the syndicated
facilities if it obtains the prior consent from Lenders whose commitments aggregate more than 75% of the
total commitments. Any dividend distribution made without said prior consent will result in an event of
default under the New Finance Arrangements.

Likewise, LetterOne commented in the prospectus of the voluntary tender offer that it is not reasonable
for the Company to distribute dividends in the next few years (a specific timeline was not specified),
especially in 2019, given the FY 2018 results of the Company, and would wait until the results arising out
of the implementation of the Company’s new strategy were noticeable before making any further decision
as to the distribution of dividends.

In addition, LetterOne made no commitment to maintain the former dividend policy of the Company after
settlement of the voluntary tender offer. The dividend policy of the Company will be determined by its
Board of Directors, in the best interests of the Company, and will depend on future cash flow levels as
well as financing, liquidity and investment needs, amongst other things.

Such payment of dividends to the Company by its subsidiaries is subject to certain restrictions, including
certain regulatory requirements and the existence of sufficient distributable reserves and cash in the
Company’s subsidiaries. The ability of these subsidiaries to pay dividends and the Company’s ability to
receive distributions from its investments in other entities and make dividend payments to its shareholders
are subject to applicable local laws and regulatory requirements and other restrictions, including, but not
limited to, applicable tax laws, amortization of goodwill and covenants in some of the Company’s debt
facilities.

For further detail see “Dividend and Dividend Policy”.
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23. The principal shareholder of the Company can exercise significant control over it, and its
interests may conflict with those of other Shareholders

As of the date of this Prospectus, the Company’s controlling shareholder, LetterOne, holds Shares
representing 69.76% of DIA’s share capital after the results of the voluntary tender offer launched over
100% of the Shares. As a result, the principal shareholder of the Company is in a controlling position
through its ability to influence or determine the outcome of votes at the General Shareholders’ Meetings
regarding, among other things, the appointment and dismissal of the members of the Board of Directors,
and other actions requiring approval by ordinary resolution, simple majority or qualified majority vote of
the shareholders under Spanish law. The interests of the principal shareholder of the Company may
conflict with those of other shareholders. In addition, the principal Shareholder of the Company may in
the future hold interests in other businesses that are, or may become, the competitors of the Company.

Moreover, the principal Shareholder is a member of the Letterone Investment Holdings S.A. (“LIHS”)
group of companies (the “LIHS Group”), which is an international investment business headquartered in
Luxembourg. The principal shareholder is a part of the retail division within LIHS, which may carry out
investments in other businesses within the retail industry, either competitors of the Company or not, as
part of the investment strategy of LetterOne. In particular, together with its 69.76% stake in DIA, LIHS’s
retail portfolio is formed by Holland & Barrett, which is Europe’s largest health and wellness retail chain,
which was acquired in its entirety on August 31, 2017 for an estimated amount of GBP 1,770 million.
The products offered by Holland & Barrett differ largely from the products offered by DIA. Holland &
Barrett is focused on the sale of health and wellness products, and is only present in Spain through three
stores and not present in Portugal, Brazil or Argentina.

24. Shareholders who do not acquire New Shares in the Subscription Offer will experience dilution
in their ownership of the Group

If an Eligible Shareholder does not take up the offer of New Shares under the Offering, either because the
Eligible Shareholder is in the United States or another jurisdiction where their participation is restricted
for legal, regulatory and other reasons or because the Eligible Shareholder does not respond to the
Offering by November 13, 2019 the expected latest time and date for the exercise of that Eligible
Shareholder’s Preferential Subscription Rights, and that Eligible Shareholder’s Preferential Subscription
Rights to subscribe for New Shares lapse, the Eligible Shareholder’s proportionate ownership and voting
interests as well as the percentage that their shares will represent of the total share capital of the Group
will be reduced accordingly. Even if an Eligible Shareholder elects to sell unexercised Preferential
Subscription Rights, or such Preferential Subscription Rights are sold on their behalf, the consideration
the Eligible Shareholder receives may not be sufficient to compensate them fully for the dilution of their
percentage ownership of the Group’s share capital that may be caused as a result of the Offering.

To the extent that Eligible Shareholders do not exercise their rights to subscribe for New Shares, their
proportionate ownership and voting interest in the Shares of the Group (upon the issue of New Shares)
will, accordingly, be reduced, and the percentage that their existing Shares represent of the Group’s
increased share capital after the issue of New Shares will accordingly be reduced. As a result of this, such
Eligible Shareholders would suffer a dilution of 90.68% of the share capital prior to the capital increase.
For additional information, see “Dilution”.
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION
Financial Statements

This Prospectus includes the Group’s audited consolidated annual accounts and related notes as of and for
the year ended December 31, 2018 (which include the restated comparative information as of and for the
years ended December 31, 2017 and 2016, as explained below) (the “Audited 2018 Financial
Statements”).

This Prospectus incorporates by reference the English translations of the Group’s previously reported
audited consolidated annual accounts and related notes thereto as of and for each of the years ended
December 31, 2017 and 2016 (which are free translations from the originals in Spanish) (the “Audited
2017 and 2016 Financial Statements™). The Audited 2017 and 2016 Financial Statements do not reflect
any adjustments related to the restatements described in “Restatements of comparative figures for FY
2017 and FY 2016 below, therefore the Audited 2017 and 2016 Financial Statements are not restated and
should not be relied upon.

The Group’s Audited 2018 Financial Statements and the Audited 2017 and 2016 Financial Statements
have been prepared in accordance with International Financial Reporting Standards as adopted by the EU
(“IFRS”) and other provisions of the financial reporting framework applicable in Spain. In this
Prospectus, references to a particular “Fiscal Year” or “FY” refer to the year ended on December 31 of
that year.

The Audited 2018 Financial Statements have been audited by KPMG Auditores, S.L. (“KPMG”), who
issued an unqualified opinion. The audit report covering the Audited 2018 Financial Statements contains
an explanatory paragraph that states that the Company’s losses from operations and net capital deficiency
indicate a material uncertainty which may cast significant doubt as to the Group’s ability to continue as a
going concern.

This Prospectus incorporates by reference the English translation of the Group’s limited reviewed results
for the semester ended June 30, 2019 (the “Limited Reviewed H1 2019 Financial Statements”). On
March 20, 2019 Ernst & Young S.L. (“EY”) was appointed as auditor of the consolidated annual accounts
of the Company and its Group for 2019, 2020 and 2021. EY performed a limited review of H1 2019
financial statements.

This Prospectus incorporates by reference the Company’s individual balance sheet for the semester ended
June 30, 2019 (the “Audited H1 2019 Individual Balance Sheet) which has been audited by EY.

The Audited 2018 Financial Statements, which include the restated comparative information as of and for
the years ended December 31, 2017 and December 31, 2016, and the Audited 2017 and 2016 Financial
Statements, Limited Reviewed H1 2019 Financial Statements and Audited H1 2019 Individual Balance
Sheet included and incorporated by reference, respectively, into this Prospectus are available on the
Group’s website (www.diacorporate.com/es/accionistas-e-inversores/informacion-financiera/) and, except
for the Audited H1 2019 Individual Balance Sheet, on the CNMV’s website (www.cnmv.es). Other
information contained on the Group’s website is not incorporated by reference into this Prospectus and
should not be considered to be a part of this Prospectus, and you should not rely on any such other
information in making a decision whether to purchase the Shares.

Presentation of Financial Information

During the last quarter of FY 2018 the Group undertook a review of its estimated results for FY 2018.
The initial focus of the review was the Group’s business in Spain, but the scope was subsequently
expanded to also include its foreign operating subsidiaries (Portugal, Brazil and Argentina). The findings
of this review and the investigations that followed, identified irregular practices and errors, as described
herein, and were publicly communicated through various regulatory information notices (hechos
relevantes) filed with the CNMV between October 2018 and December 2018. The review identified
errors and irregularities caused by certain employees’ and management’s (including several former senior
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executives of the Group) override of internal controls. The errors and irregularities along with a reduction
of the Group’s profit outlook for FY 2018 led to the restatements described in “Restatements of
comparative figures for FY 2017 and FY 2016”. As a result of this review, the Group carried out
impairment tests for non-current assets and assessed the recoverability of its deferred tax assets, as
described in more detail below.

Due to this restatement, the comparative information for FY 2017 and FY 2016 in this Prospectus has
been derived and extracted from the financial information included the Audited 2018 Financial
Statements. For further information, see Note 1.1 to the Audited 2018 Financial Statements.

The income statement of the six-month period finishing June 30, 2019 is presented for comparative
purposes together with the income statement as of June 30, 2018 which has been restated. The
aforementioned restatement is mainly due to the hyperinflation in Argentina, as well as the consolidation
of CDSI and the impact of irregularities and errors which were identified in the second half of 2018. Said
irregularities are described in Note 2.3 of the 2018 consolidated annual accounts. Note that Clarel
business was still considered a continued activity as of June 30, 2018 and therefore no further restatement
has been needed.

The impact of the irregularities and errors identified in the second half of 2018 was published in the
Consolidated Director’s Report of 2018. The irregularities and errors increased €4,146 thousand the sales
and decreased €20,435 thousand; €19,098 thousand and €32,314 thousand the results from operating
activities, the losses before tax and the net losses, respectively, respect the amounts that were published in
the H1 2018 financial statements of the Company, that were subject to a limited revision by the auditors
of the Group.

Restatements of comparative figures for FY 2017 and FY 2016
Corrections of errors and irregularities

The Group’s review of its estimated results for FY 2018, which was extended to all the foreign operating
subsidiaries in addition to Spain (Portugal, Brazil and Argentina) and the consequent forensic
investigations in Spain and Brazil revealed the existence of errors and irregular practices as a result of
certain employees and members of management (including several former senior executives of the
Group) overriding its established internal controls, which led to the restatement of comparative figures for
FY 2017 and FY 2016, included in the Audited 2018 Financial Statements. The investigations in Spain
and in Brazil are complete, for further information see “Risk Factors - Any failure, insufficiency or
breakdown in the Group’s internal controls over financial reporting could have a material adverse effect
on the Group’s business, operating results, financial condition or prospects - The Group is exposed to a
variety of tax risks”.

As a consequence of the identified irregularities and the investigation, the Group, under the advice of its
attorneys, adopted and will continue to adopt the disciplinary and legal measures that are appropriate
against irregular conducts or behaviors, in accordance with the Group’s compliance policies and the
applicable legislation. Although Group management considers that adequate and diligent internal control
systems are in place. However, as noted above, irregularities caused by management override of internal
controls were identified by management. This is an indicator that the control systems contain weaknesses
related, among others, to the management override of controls, and therefore, the Group will proceed to
review and, where appropriate, implement additional internal policies and procedures with the aim of
further strengthening its internal controls.

Disciplinary measures have been taken according to the levels of responsibility and the degree of
knowledge of the managers and the employees involved in the performance of the irregular accounting
practices, and the Company has undertaken and will undertake whatever legal actions are deemed
appropriate, following the assessment of facts by the Company’s legal advisors. As of today, the
individuals that, according to the investigation, may be responsible in the carrying out of irregular
practices no longer provide services nor hold positions in the Company.
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The total impact in equity of such restatement amounted to €68.3 million as of December 31, 2017. The
table below provides a breakdown of the effect of the restatement on equity (after taxes) for FY 2017 (see
notes 2.3 and 14.4 to the Audited 2018 Financial Statements) and for FY 2016 (see Appendix 1 to the
Audited 2018 Financial Statements).

P&L P&L Reserves
effect in effect in effect in
2017 2016 2016 Total
(€ million)
TOAl vttt ea e n e (7.8) (45.1) (154 (68.3)

Irregularities and errors, which are detected in Spain and Brazil, involved the following accounting
practices in FY 2017 (for a detail of the following adjustments for FY 2016, see Appendix | to the
Audited 2018 Financial Statements):

Suppliers trade discounts. The Group irregularly overestimated trade discounts to be received
from suppliers. The resulting effects of the adjustment were (i) a negative impact on the consolidated
income statement for FY 2017 of €33.4 million in the line item of “Goods and other consumables used”,
(ii) an increase in “Trade and other payables” of €52.6 million as of December 31, 2017, (iii) a decrease
in “Trade debtors and other accounts receivables” of €15.4 million as of December 31, 2017 and (iv) a
decrease in “Reserves” of €34.6 million as of December 31, 2017. The total impact on “Total Equity” was
€68.0 million as of December 31, 2017.

Invoices pending receipt (purchases). The Group recorded invoices pending receipt from
suppliers in the wrong accounting period. The resulting effect of the adjustment, which primarily resulted
from irregular practices, was (i) an increase of €3.9 million in “Goods and other consumables used” in
FY 2017 consolidated income statement, (ii) an increase of €28.5 million in “Trade and other payables”
as of December 31, 2017 and a decrease of €24.6 million in “Reserves” as of December 31, 2017. The
total impact on “Total Equity” was €28.5 million as of December 31, 2017.

Invoices pending receipt (fixed assets). The Group irregularly recorded invoices to be received
from fixed-assets suppliers in the wrong accounting period. The resulting effect of the adjustment was an
increase of €29 million in “Property, Plant & Equipment” as of December 31, 2017 and an increase of
€0.8 million in “Other intangible assets” as of December 31, 2017. These adjustments, related to Spain
and Brazil, had almost no effect on equity since the potential effect on depreciation in FY 2017 and FY
2016 were not considered to be significant as the investments were made at the end of the year and their
depreciation started on January 1 of the following year.

ICMS Tax in Brazil. The ICMS is the tax on the Circulation of Goods and Services of Brazil,
equivalent to VAT in other jurisdictions. In March 2017 the Supreme Court’s judgement of October 2016
was ratified, enabling the companies to recover part of the tax paid. In 2017 the subsidiary recognized an
asset receivable with the Brazilian Treasury. However, the calculation was reviewed in 2018 and a higher
amount was recognized in respect of the asset recoverable. This latest income should have been
recognized in 2017 when the subsidiary learned of the possibility of recognizing this asset and when it
was able to estimate the amount and not in 2018, year in which this increase was mistakenly recognized.
This effect has entailed a decrease in the consolidated income statement for 2017 in “Merchandise and
other consumables used” amounting to €29.6 million and an increase in the consolidated statement of
financial position in “Other non-current tax assets” for the same amount.

Judicial deposits in Brazil. The Group’s subsidiary in Brazil adjusted the carrying amount of its
judicial deposits in FY 2017 to account for the financial impact of the ICMS exclusion from its PIS and
COFINS contributions (both are federal contributions calculated based on a percentage over sales). The
main impacts of this adjustment were an increase of €8.9 million in “Other non-current financial assets”
as of December 31, 2017 and an increase of €7.6 million in “Finance income”.
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Provisions and others (Spain). The Group recorded certain provisions in the wrong accounting
periods. The effect of the corresponding adjustments was a negative impact of €3.9 million on the FY
2017 consolidated income statement and €17.2 million for FY 2016. These effects correspond to
adjustments to reflect the correct allocation of losses due to stock-outs, the correct allocation of the
Group’s revenue accruals due to supplier loyalty, the correct allocation of amounts accrued due to loyalty
coupons paid to franchisees, the correct accounting treatment of the redemption of offers to franchises
(these costs, derived from the Group’s commercial discount policy, are completely assumed by the Group
and thus said costs are compensated to the franchisee), the increase in the initial estimates of the provision
for the accrual of variable remuneration and the allocation to the correct period of accruals of other
provisions estimated.

Provisions and others (Brazil). The Group recorded certain provisions in the wrong accounting
periods. The effect of the corresponding adjustments was a negative impact of €5.6 million on the FY
2017 consolidated income statement and €2.0 million for FY 2016. These adjustments reflect various
items related to the adequate assignment of the accruals of overheads for which no provision had been
made, the increase in the initial estimates of provisions for Social Security and indemnity expenses
arising with respect to personnel and the correction to direct sales in FY 2017.

Tax effect of adjustments in Spain and Brazil. The tax effect of these adjustments in the FY 2017
consolidated income statement decreased “Income tax” expense by €3 million and increased “Reserves”
by €20.9 million as of December 31, 2017. As a result of these adjustments, “Deferred tax assets”
increased by €17.4 million as of December 31, 2017 and “Current income tax assets and liabilities”
decreased by a net amount of €0.2 million as of December 31, 2017. The tax effects of the adjustments
have been treated as deferred tax assets and not as a reduction in current tax liabilities.

In addition to the adjustments made in connection with the Group’s Spain and Brazil operations, the
Group’s Portuguese subsidiary recognized an adjustment corresponding to an error related to the
derecognition of a receivable associated with the food tax generated in prior years. The Group estimated
that its recovery is unlikely and that it was erroneously recognized in prior years. The adjustment has
entailed (i) a reduction of €4.2 million in “Current tax assets” as of December 31, 2017, (ii) an increase
of €0.9 million in “Deferred tax assets” as of December 31, 2017, (iii) a reduction of €2.6 million in
“Reserves” as of December 31, 2017 and (iv) a negative impact in the consolidated income statement for
FY 2017 €0.6 million.

For additional information, including a reconciliation table showing the restatement adjustments, please
see Notes 2.3 and 14.4 to the Audited 2018 Financial Statements.

Non-Current Assets Held for Sale and Discontinued Operations
Cash & Carry (Max Descuento) and Clarel

During FY 2018, following its decision to divest certain non-core businesses, the Group classified in its
Audited 2018 Financial Statements the businesses of Clarel and Cash & Carry as non-current assets held
for sale in accordance with IFRS 5 “Non-Current Assets Held for Sale and Discontinued Operations”. As
a result of the foregoing, all assets related to the business of Clarel and Cash & Carry were classified
under the heading ‘‘Non-current assets held for sale’” in its consolidated statement of financial position
as of December 31, 2018 and were measured at the lower of their book value and their fair value less cost
to sell. The book value of the liabilities related to such businesses has been classified under the heading
“Liabilities directly associated with non-current assets held for sale” on the consolidated statement of
financial position.

The Group classified the results of operations for Clarel and Cash & Carry for FY 2018, which amounted
to losses of €49.2 million (includes an impairment loss of €37.7 million) and €6.5 million, respectively,
under a single heading, ‘‘Losses net of taxes of discontinued operations’” in its Audited 2018 Financial
Statements. The comparative financial information for FY 2017, which amounted to a profit of €1.7
million and a loss of €2.4 million, respectively, related to these businesses, as well as for the year ended
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December 31, 2016, which amounted to a profit of €5.9 million and a profit of €1.4 million, respectively
are presented in Appendix 1 to the Audited 2018 Financial Statements. The cash flows of the Clarel and
Cash & Carry operations are presented as discontinued operations in the cash flow information for FY
2018, FY 2017 and FY 2016.

Regarding Clarel, in the first half of 2019 the Company decided to reverse its classification as held for
sale, recording the Clarel business as of June 30, 2019 in the consolidated statements of financial position
and as continued activities in the consolidated income statement, in line with the nature thereof,
committing to remodeling this business. As of June 30, 2018 the Clarel business was still recorded as a
continued business and therefore no restatement has been needed for comparative purposes in relation to
Clarel.

In relation to Cash & Carry the Group expects to finalize the sale or liquidation during year 2019. In the
first half of 2019 an impairment of €14.8 million (including €4.2 million of impairment of assets, €5.0
million for liabilities related to closing of stores and €5.6 million for stock liquidation and others) has
been recorded for the Cash & Carry business based on forecasted sale liquidation estimates for the
second half of 20109.

As of today, 4 out of 30 Cash & Carry stores have been divested and no profit has been obtained.
China business

The Group started to explore alternatives for the sale of its business in China in the first quarter of 2017.
Following this decision, it classified in its audited consolidated annual accounts for FY 2017 the assets
and liabilities of DIA Tian Management Consulting Service & Co. Ltd. and Shanghai DIA Retail Co. Ltd.
as “Non-Current Assets Held for Sale” and “Liabilities Held for Sale” and the corresponding results of
operations for FY 2017, including comparative financial information for FY 2016, as discontinued
operations in accordance with IFRS 5 “Non-Current Assets Held for Sale and Discontinued Operations”.

The Group sold its business in China on August 10, 2018 for one euro. This sale entitled the Group to
derecognize net liabilities amounting to €10.6 million and currency translation differences amounting to
negative €2.9 million, and to record a gain on the sale in the amount of €7.7 million. The results of
operations of the Group’s business in China up to the date of sale, (a loss of €5,729 thousand in FY 2018
and a loss of €10,819 thousand in FY 2017), and the corresponding gain on its sale, (€7,731 thousand in
FY 2018), have been classified under the heading ‘‘Losses net of taxes of discontinued operations’” in the
Audited 2018 Financial Statements.

Finandia

During the last quarter of FY 2017 the Group decided to explore alternatives for a strategic alliance or
partial divestiture for its financial services subsidiary, Finandia, S.A. (“Finandia”). The assets and
liabilities of Finandia were classified as “Non-current assets held for sale” and “Liabilities directly
associated with non-current assets held for sale” in the Group’s consolidated statement of financial
position as of December 31, 2017. However, the criteria of IFRS 5 “Non-Current Assets Held for Sale
and Discontinued Operations” were not met to classify these operations as discontinued operations on the
consolidated income statement for the year ended December 31, 2017. On February 20, 2018 the Group
signed a strategic alliance with CaixaBank Consumer Finance, E.F.C., S.A.U. pursuant to which it sold
50% of the shares of Finandia to CaixaBank Consumer Finance, E.F.C., S.A.U. on June 28, 2018 for an
amount of €9.3 million. As a result of the sale, the Group recorded in its consolidated income statement
for FY 2018 a gain of €4.2 million under the heading “Profit on the sale of subsidiaries”. In addition, as a
consequence of the loss of control, the remaining shareholding in Finandia has been remeasured at fair
value, recognizing a gain from remeasurement of €5 million under the same heading.

For additional information see Note 13 to the Audited 2018 Financial Statements.

However, on May 17, 2019, CaixaBank Consumer Finance, E.F.C., S.A.U. notified DIA that it had
exercised its put right arising out of the change of control in DIA following the Tender Offer. On July 19,
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2019 the Company and CaixaBank Consumer Finance, E.F.C., S.A.U. entered into a share purchase
agreement whereby the Company acquired 50% of the shares of Finandia from CaixaBank Consumer
Finance, E.F.C., S.A.U. for a price of €7,573,127. The execution of the share purchase agreement was
subject to the execution of a share capital reduction, which was approved by the General Shareholders’
Meeting of Finandia on July 19, 2019. The share capital reduction was a return of contributions to
shareholders amounting to €3,500,000, with each of the Company and CaixaBank Consumer Finance,
E.F.C., S.A.U. receiving €1,500,000. The share capital reduction, and therefore the transfer of shares, was
executed on September 24, 2019. As of June 30, 2019 the Group has provisioned a loss of €12.5 million
for the impact of this transaction.

Joint Arrangement in CD Supply Innovation, S.L.

On December 4, 2017, the Group formed CD Supply Innovation, S.L. (CDSI) in conjunction with Tevir,
S.A., a subsidiary of the Casino Group, which started its operations on December 15, 2017. The purpose
of this agreement was to manage the “own brand” product supply chain and generate synergies in relation
to suppliers, logistics and quality control. As a result of the analysis carried out at the inception of the
agreement, CDSI was deemed a joint venture and accounted for using the equity method.

During 2018, based on the economic reality of the transactions carried out by CDSI, including the
segregation by CDSI of its operations with each one of the venturers, and the plan to terminate the joint
agreement in the near future, the Group reclassified CDSI as a joint operation. As a result, the Group
included €40 million of inventories, €17 million of cash and cash equivalents, and €13 million of debt in
its consolidated statement of financial position as of December 31, 2018.

For the purpose of comparability of FY 2018 and FY 2017 financial figures, the Group adjusted the
figures as of and for the year ended December 31, 2017. As a result of this adjustment, inventories
increased by €44 million, cash and cash equivalents increased by €19 million and financial debt increased
by €65 million as of December 31, 2017.

For additional information, see Notes 1.2, 2.3 and 2.11 to the Audited 2018 Financial Statements.
Non-current assets impairment test results

As a result of the review of its estimated results for FY 2018, the Group performed impairment tests on its
property, plant and equipment and intangible assets and goodwill associated to its stores in Spain,
Portugal, Brazil and Argentina, in accordance with the business plan that was formally approved by the
Board of Directors on January 30, 2019.

The recoverable amount of these assets was determined on the basis of fair value calculations by
discounting future cash flows, which requires the use of market participant assumptions using projected
cash flows. As of June 30, 2019, 323 stores have been closed in Spain, 12 in Portugal, 297 in Brazil and
31 in Argentina. These stores generated negative EBITDA of €33.5 million during the six first months of
2019. Any future closing and/or sales of stores will depend on the new business plan, which is expected
to be approved at the end of 2019. The carrying amount of the assets relating to the stores identified for
sale or closure, and which also give rise to negative cash flows, was impaired since their selling value
could not be estimated through the impairment test.

As a result of the impairment test, for the year ended December 31, 2018, the Group recognized a total
impairment loss of €79.9 million, of which €66.5 million related to property, plant and equipment, €11.8
million related to goodwill and €1.7 million related to intangible assets.

Furthermore, the review of the Group’s estimated results for FY 2018 also reduced the estimated
generation of taxable profits that supported the recovery of its deferred tax assets. As a consequence, the
Group recorded an impairment of €170.5 million of tax loss carryforwards related to the Company (52%),
Twins (13%) and El Arbol Group (35%) and a reversal of €9.7 million related to other temporary
differences. The total impact of the impairment amounting to €180.2 million.

47/326



Also, in December 2018 the Company adjusted the carrying amount of the Clarel business assets to their
fair value less selling costs totaling €37.7 million.

As aresult of the above, the total impairment losses recognized in FY 2018 amounted to €297.8 million.
For additional information see Notes 5.1, 6.1 and 17 to the Audited 2018 Financial Statements.

Furthermore, for the semester ended June 30, 2019 the Group recognized a total impairment loss of €11.6
million, of which €5.6 million related to property, plant and equipment, €5.8 million related to goodwill
and €0.1 million related to intangible assets. The Company estimates that during second half of year 2019
it may close approximately 150 to 200 stores.

In relation to Cash & Carry, in the first half of 2019 an impairment of €4.2 million has been recorded in
the assets of the Cash & Carry business (losses net of taxes of discontinued operations) based on
forecasted sale liquidation estimates for the second half of 2019.

As stated above, at year end, with additional information and under a more normalized business
environment, as part of its normal closing procedures, DIA will prepare an updated long-term business
plan for the Group, which will be the basis to assess the long-term recoverability of its assets.

Change in reporting segments

In FY 2018 the Group reorganized its segmental division for reporting purposes to align with its
organizational structure and to bring it in line with its new understanding of the business pursuant to the
Group’s new strategic plans.

Prior to FY 2018, the Group reported its results under two segments, Iberia (which included operations in
Spain, Portugal and Switzerland) and Emerging Countries (which included operations in Brazil,
Argentina, Paraguay and China). The Group’s new reporting segmentation is based on the following four
segments: (i) Spain (which includes its operations in Switzerland), (ii) Portugal, (iii) Brazil and (iv)
Argentina (which includes its operations in Paraguay). The results of operations of the Group’s business
in China were reported as discontinued operations in FY 2018 and FY 2017, until the sale of such
business on August 10, 2018.

The Group’s Audited 2018 Financial Statements included in this Prospectus reflect the Group’s new
segment reporting structure for FY 2018 and the comparative historical segmental financial information
for FY 2017 has been presented to give effect to the new segment presentation. In addition, Appendix 1 to
the Audited 2018 Financial Statements includes supplemental financial information for FY 2016 based on
the new segmental presentation.

Comparisons of the Group’s sales and Adjusted EBITDA on a segmental level between FY 2018,
FY2017 and FY 2016 included in this Prospectus are made on the basis of the new segment reporting
structure using the financial information for such fiscal years contained in the Audited 2018 Financial
Statements. In addition, EBITDA by segment has been included for information purposes only and to
supplement the APMs regularly used by the Group and described in this Prospectus.

For additional information see Note 4 to the Audited 2018 Financial Statements.
Non-IFRS Financial Measures and APMs

This Prospectus contains certain non-IFRS financial measures, which are not liquidity or performance
measures under IFRS, and which the Group considers to be alternative performance measures (“APMs”).
These APMs are prepared in addition to the figures that are prepared in accordance with IFRS. The Group
uses APMs to provide additional information about the underlying performance of the activity and
financial position of the Group. The APMs should be viewed as complementary to, rather than a
substitute for, the figures determined according to IFRS. Such measures include Gross sales under banner,
Commercial margin, Adjusted EBITDA, Adjusted EBITDA Margin, Net Financial Debt.
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Such APMs are non-IFRS financial measures and have not been audited or reviewed and are not
recognized measures of financial performance or liquidity under IFRS. These non-IFRS financial
measures may not be indicative of the Group’s historical results, nor are such measures meant to be
predictive of the Group’s future results. These measures may not be comparable to measures used by
other companies under the same or similar names and, as a result, they may not be comparable to similar
metrics calculated by the Group’s peers. Accordingly, undue reliance should not be placed on the non-
IFRS financial measures contained in this Prospectus and they should not be considered as a substitute for
financial measures computed in accordance with IFRS.

Each of the non-1FRS financial measures presented as APMs is defined below:

e Gross Sales under banner represents total turnover value obtained in stores, including indirect
taxes (sales receipt value) in all the Group’s stores, both owned and franchised, as well as online
sales and other sales.

o Commercial margin represents sales and other income less goods and other consumables used.

e Adjusted EBITDA represents net profit or loss for the year after adding back losses net of taxes
of discontinued operations; income tax; profit/(losses) of companies accounted for using the
equity method; gain from net monetary position; net financial expenses; depreciation and
amortization; impairment of non-current assets, and losses on disposal of fixed assets, and
adjusted for certain “other cash elements” (as explained below), as discussed in “Selected
Financial and Operating Information—Non-1FRS Financial Information and APMs”.

However, in the first half of 2019 the Company has updated the definition of Adjusted EBITDA to
exclude the effect of IAS 29 (also restated in first half 2018 calculation due to regulation
requirements) and IFRS 16. The Company has changed the criteria of calculation to include as
ordinary operational expenses or revenues — to be more conservative- those related to store
remodeling and closings, long-term incentive programs (LTIP), and write-offs of account receivables
related to franchisees. See Note 3 — “Information on Operating Segments” in the Limited Reviewed
H1 2019 Financial Statements. The Company has not reexpresed the Adjusted EBITDA calculation
for first half 2018 to reflect the criteria changes explained above (except for 1AS29 changes) due to
the complexity involved in segregating the expenses related to store remodelings and closings from
the expenses related to store operations incurred in the period of time from when the decision is taken
to close a store to its definitive closure.

e Adjusted EBITDA Margin represents Adjusted EBITDA divided by Sales.

¢ Net Financial Debt represents the sum of non-current borrowings and current borrowings, less
cash and cash equivalents.

e Adjusted EBITDA ratio represents Net Financial Debt divided by Proforma Adjusted EBITDA.

“Other cash elements” are adjusted for years 2016, 2017 and 2018 to better reflect the underlying
performance of the Group and include:

e Expenses related to store remodeling: operating expenses (staff costs and operational expenses)
borne by the Group during temporary store closures while the stores undergo refurbishment and
are not generating revenue (excluded for year 2019).

e Expenses related to the transfer of own stores to franchisees: expenses mainly related to
employee severance costs when transferring stores (excluded for year 2019).

e Store closure expenses: expenses related to store operating expenses incurred in the period of
time from when the decision is taken to close a store to its definitive closure as well as the
expenses related to store closures such as redundancies and penalties (expenses incurred in the
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period of time from when the decision is taken to close a store to its definitive closure are
excluded for year 2019).

e Warehouse closure expenses: these expenses relate to the costs connected with the closing of a
warehouse such as employee severances and penalties.

e Expenses related to efficiency processes: expenses mainly related to severance costs resulting
from productivity improvement processes at stores and warehouses due to the roll-out of
automation processes or process re-engineering at warehouses and / or stores, the reduction in
overhead costs at the regional or national level and expenses related to new technologies
training. In all cases, the aim is to enhance productivity and adapt the cost structure in response
to the negative performance of sales.

e  Other special expenses: these expenses relate to non-underlying events affecting the ongoing
course of business such as the transport strike in Brazil, consulting expenses, refinancing
expenses and capital gains amongst others.

e Gains from the sale of fixed assets corresponding to the proceeds on sale and leaseback contracts
for certain warehouses and stores (excluded for year 2019).

e Expenses relating to share based payments transactions (excluded for year 2019).

For reconciliations of the APMs to the nearest corresponding IFRS measure in the Audited 2018
Financial Statements, see “Selected Financial and Operating Information—Non-IFRS Financial
Information and APMs”.

The Group believes that the APMs contained in this Prospectus comply with the “European Securities and
Markets Authority Guidelines on Alternative Performance Measures” published in June 2015 and the
“Q&A on Alternative Performance Measures Guidelines” published in October 2017 (the “ESMA
Guidelines™) especially as it relates to the reasons for their use and to the reconciliation to the most
directly reconcilable item presented in the Audited 2018 financial statements.

In its discussion of operating results, the Group has excluded the impact of fluctuations in foreign
currency exchange rates by providing and explaining changes in constant currency, which is a non-IFRS
financial measure. The Group believes that changes in constant currency provide valuable supplemental
information regarding its results of operations. The Group calculates changes in constant currency by
converting its current period local currency financial information using the prior period foreign currency
average exchange rates and comparing these adjusted amounts to its prior period reported results. This
calculation may differ from similarly titled measures used by other companies and, as a result, they may
not be comparable to similar metrics calculated by the Group’s peers. Accordingly, the changes in
constant currency are not meant to substitute for changes in recorded amounts presented in conformity
with IFRS nor should such amounts be considered in isolation.

In its discussion of operating results, the Group also presents like-for-like sales growth under banner
(“Like-for-Like Sales™), which is a non-IFRS financial measure. The Group believes it provides valuable
supplemental information regarding its results of operations. The Group calculates Like-for-Like Sales
growth under banner as the growth rate of Gross sales under banner at constant currency of the stores that
have been operating for more than 13 months under the same conditions. This calculation may differ from
similarly titled measures used by other companies, and as a result, they may not be comparable to similar
metrics calculated by the Group’s peers. Accordingly, the changes in Like-for-Like Sales growth under
banner are not meant to be a substitute for changes in recorded amounts presented in conformity with
IFRS nor should such amounts be considered in isolation.

The Group also discusses the impact of 1AS 29, which requires financial statements of an entity with a
functional currency that is hyperinflationary to be restated for the changes in the general pricing power of
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the functional currency, in its discussion of operating results as it believes that it provides valuable
supplemental information regarding its results of operations.

Currency References

Unless otherwise indicated or otherwise required by the context, all references in this Prospectus to
“euro”, “€”, “EUR” or “eurocent” are to the lawful currency of the participating Member States,
including Spain, in the third stage of European Economic and Monetary Union of the Treaty establishing
the European Community, as amended from time to time and all references to “U.S. dollars, “dollars”,
“U.S.$”, “USD” or “$” are to the lawful currency of the United States of America.

Rounding

Some financial information in this Prospectus has been rounded. As a result of this rounding, figures
shown as totals in this Prospectus may vary slightly from the exact arithmetic aggregation of the figures
that precede them. In addition, certain percentages presented in this Prospectus reflect calculations based
upon the underlying information prior to rounding and, accordingly, may not conform exactly to the
percentages that would be derived if the relevant calculations were based upon the rounded numbers.
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RESPONSIBILITY STATEMENT

This Prospectus, including the financial information included herein, complies with the Prospectus Rules
for providing information with regard to the Company, the New Shares and the Preferential Subscription
Rights.

Mr. Enrique Weickert, acting in the name and on behalf of the Company in his capacity as Chief
Financial Officer of the Company and duly empowered pursuant to the resolutions approved by the
shareholders of the Company acting at its Extraordinary General Meeting of Shareholders held on
October 22, 2019 and subsequently, on the same date, duly empowered by the Board of Directors, accepts
responsibility for the information contained in this Prospectus.

To the best of his knowledge, Mr. Enrique Weickert states that:

(i) the information contained in this Prospectus is as of the date of this Prospectus in accordance with
the facts and contains no omissions likely to affect its import.

(i)  the information sourced from a third party has been accurately reproduced and that as far as the
Company is aware and is able to ascertain from information published by that third party, no facts
have been omitted which would render the reproduced information inaccurate or misleading. The
Prospectus contains information sourced from, amongst others, IGD, Alimarket, Kantar
Worldpanel, Kantar Worldpanel “Informe clientele DIA”, MAPAMA, Observatorio Cetelem,
Nielsel, Planet Retail, PlanetRetail RNG, Bloomberg, Instituto Nacional de Estadistica (INE),
Banco de Espafia (BdE), Franchise Direct, Franchise Direct 2018, Associa¢do Brasileira de
Supermercados (Abras), Banco Central de la RepUblica Argentina, International Monetary Fund,
Focus Economics, Banco de Portugal, The Economist Intelligence Unit, The Organisation for
Economic Co-operation and Development (OECD), Organizacion Consumidores y Usuarios,
Universidad Torcuato di Tella, Asociacion de Empresas de Gran Consumo (AECOC), Instituto
Nacional de Estadistica y Censos de la Republica Argentina (INDEC), Euromonitor, GFK,
Sociedad Espafiola de Patologia Digestiva, Statista and Prodware.

Additionally to the above, Mr. Enrique Weickert states that:

(i) this Prospectus has been approved by the CNMV, as competent authority under Regulation (EU)
2017/1129;

(i) the CNMV only approves this Prospectus as meeting the standards of completeness,
comprehensibility and consistency imposed by Regulation (EU) 2017/1129;

(iii)  such approval should not be considered as an endorsement of the issuer that is the subject of this
Prospectus.
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EXPECTED TIMETABLE OF PRINCIPAL EVENTS AND OFFERING STATISTICS

Expected timetable of principal events

Principal event

On or about

General Shareholders’ Meeting resolution approving the capital increase and the Offering

Board of Directors’ resolution executing and setting the terms of the capital increase and the
OFFRIING 1.ttt bbbttt b bbbt b bbbt

Filing of regulatory information notice (hecho relevante) announcing the Offering...........ccccoccveuene.
Signing of the Underwriting COMMITMENT............ciiiiiiiiiiee e s
Approval of this Prospectus by the CNIMV ..ot

Filing of regulatory information notice (hecho relevante) announcing the registration of the
Prospectus with the CNMV and the signing of the Underwriting Commitment............c.cccoceonennenne

Announcement of the Offering in the BORME and last trading date of Shares “with rights”..............

Commencement of the Preferential Subscription Period and the period to request New Shares to be
allocated (if applicable) during the Additional Allocation Period® ..............cccoeeierieeieriesieresie s

First date of the Shares without rights (ex-date) and first date of trading of the Preferential
SUDSCIIPION RIGNES ...ttt bbbttt

Record Date (the date on which those persons or entities registered in Iberclear as shareholders
become Eligible Shareholders) ..o

Payment date of the Preferential Subscription Rights by Iberclear or registration of the Preferential
SUBSCIIPLION RIGNES ..ottt

End of trading of the Preferential SubsCription RightS............cocccciiiiiiiiiiiic e

End of the Preferential Subscription Period and the period to request New Shares to be allocated
(if applicable) during the Additional AllOcation Period .............cccoerriiiiiiceninece e

Additional Allocation Period (if applicable) ..........cooiiiiiiiiiicc e

Filing of regulatory information notice announcing results of the Preferential Subscription Period
and Additional Allocation Period (if applicable)..........ccccoieiiiiriiic e

Commencement of the Discretionary Allocation Period (if applicable) ...........cccoooieiiinnnniiniiinne,
End of the Discretionary Allocation Period (if applicable) ..o

Filing of regulatory information notice (hecho relevante) announcing results of the Offering and
number of New Shares subscribed for in @ach Period ..............cccceriiiiiiiincinee e

Payment by the Participant Entities to the Agent Bank of the New Shares subscribed for during the
Preferential Subscription Period, Additional Allocation Period and Discretionary Allocation
Period(if @PPIICADIE) ..o

Approval of the resolution regarding the capital increase to be closed and executed .............ccceceeeee
Execution of the notarized deed of capital increase before a public notary ............ccccoeevicicinncinne
Registration with the Commercial Registry of the notarized deed of capital increase...........cc.ccoevenee.

Filing of regulatory information notice (hecho relevante) announcing registration of notarized
deed of capital increase with the Commercial REGISIIY........ccccoviiiriiiiiniieereee s

Registration of the New Shares With IDerclear ...

Admission to listing and trading of the New Shares by the CNMV and the Spanish Stock
EXCRANGES ..ttt bbb bbb bbbttt b e et

Filing of regulatory information notice announcing the admission to listing of the New Shares .........

Expected commencement of trading of the New Shares on the Spanish Stock Exchanges ..................

October 22, 2019
October 22, 2019

October 22, 2019
October 24, 2019
October 25, 2019

October 25, 2019

October 29, 2019
October 30, 2019

October 30, 2019

October 31, 2019

November 1, 2019

November 13, 2019

November 13, 2019

November 21, 2019

November 21, 2019

November 21, 2019
November 22, 2019
November 22, 2019

November 22, 2019

November 25, 2019
November 25, 2019
November 27, 2019

November 27, 2019

November 27, 2019

November 28, 2019

November 28, 2019
December 2, 2019
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Offering statistics

Subscription Price (Per NEW SHAIe) .........ccoiieeriiiiiiiieieesreee et €0.10

Total number of New Shares............ ... 6,055,522,466
Gross proceeds of the Offering ..........c.cccevvuee. ... 605,552,246.60
Estimated total fees and expenses of the Offering. ... €5,688,637.51
Estimated Net Proceeds of the Offering @ ........ .. €599,863,609.1

Underwriting Commitment commissions.......... ... €3,868,637.519

Estimated fees for Placement Entity COMMISSIONS ..........coiviiiiieiiniriiieis et €1,150,000

Estimated fees for legal advisors, Commercial Registry, Notary Public, Agent Bank ....................... €500,000

Estimated fees for CNMV, Iberclear and Spanish Stock EXChanges®...........cccocevevivereviveineernnnns, €170,000

Notes:

@ The registration of the capital reduction public deed with the Commercial Registry shall be a condition to the

commencement of the Preferential Subscription Period and the trading of the Preferential Subscription Rights. The

registration of the capital reduction will be announced by means of a regulatory information notice (hecho relevante).

@ The Net Proceeds are expected to be determined and announced through the publication of a regulatory information notice

(hecho relevante) on November 22, 2019 once the Offering is concluded.

@ Based on the issued share capital of the Company immediately following completion of the Offering and the Subscription

Price of €0.10 per New Share assuming full subscription of the Offering.
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USE OF PROCEEDS AND REASONS FOR THE OFFERING

The Group expects to receive gross proceeds from the Offering of €605,552,246.60 (assuming full
subscription of the New Shares). The maximum estimated expenses payable by the Group in relation to
the Offering (excluding value added tax, to be added when applicable) amount to approximately €11.82
million.

The net proceeds of the Offering (net of Offering expenses) will be used, in order of preference (i) to
repay the profit participating loans provided by LetterOne, in the event that the PPLs are not fully
capitalized as a result of the Offering; (ii) to pay financial expenses for advancing funds under the PPLs,
which as of September 30, 2019, amounted to €2.28 million; and (iii) to fund other corporate expenses to
implement the Group’s new business plan developed under DIA’s transformation strategy.

In the event of a full subscription of the Second Tranche by Eligible Shareholders, the outstanding
amount of the PPLs (any amounts not capitalized) shall be repaid with such net proceeds, which would
amount to approximately €181,308 thousand. In the event of LetterOne subscribing an additional
€71,445,000.40 in the Second Tranche (ecither in the Additional Allocation Period or as part of its
Underwriting Commitment), the entire nominal value of the PPLs shall be capitalized. The total amount
of the PPLs has been used by the Company to (i) repay the bonds maturing in July 2019 and (ii) to fund
the Company’s liquidity needs.

In the event the Offering is not fully subscribed, but LetterOne subscribes an additional €71,445 thousand
in the Second Tranche (either in the Additional Allocation Period or as part of its Underwriting
Commitment) so that the total proceeds of the capital increase is of €500,000 thousand, the entire nominal
value of the PPLs shall also be capitalized and LetterOne would contribute €10,000 thousand in cash.
After payment of estimated transaction costs and interests the Company would have a net cash inflow of
€2,029 thousand.

In this regard, the Offering dovetails with the global agreement reached with the Group’s main financial
creditors, which not only allows the Company to restore its net positive equity position, but also enables a
financial and capital structure that is at the same time robust, sustainable and stable. It is a share capital
increase that has the explicit support of the Group’s main financial creditors and which, if carried out
within the usual deadlines for this type of transactions, is expected to fund the Group’s financial needs in
the short and medium-term.

By applying the net proceeds of the Offering in the manner contemplated in this Prospectus, the Directors
believe that the proceeds obtained from the Offering will strengthen the Group’s statement of financial
position (including the liquidity position of the Group) and enable the Group to continue as a going
concern, while reducing its net debt, improving its credit risk perception in the market and among rating
agencies and, eventually, easing access to capital markets in the future, while supporting the
implementation of the strategic plan. All of the foregoing are essential to the future success of the Group.

For additional information, see “Risk Factors—Risks relating to the Group’s Financial Situation—".
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DILUTION

The Eligible Shareholders will receive Preferential Subscription Rights to subscribe for New Shares in the
Second Tranche and, thus, if they exercise such rights in full, they will suffer no dilution of their holdings
of DIA’s share capital as a result of the Offering.

Eligible Shareholders who do not subscribe for New Shares in the percentage to which their Preferential
Subscription Rights entitle them and do not participate in the Additional Allocation Period or
Discretionary Allocation Period, and further assuming that the New Shares were entirely subscribed for
by investors other than the Eligible Shareholders, or by LetterOne, the holdings of the Eligible
Shareholders, excluding significant shareholders, would represent approximately 2.48% of the total
number of the Shares following the Offering, which would represent a dilution in ownership percentage
of approximately 90.68%.

The table below sets forth the increase in the number of the Shares as a result of the Offering.

Prior to Following Completion

the Offering of the Offering
Number of Shares outstanding prior to the Offering...........ccccoovvvnen. 622,456,513 100% 622,456,513 9.32%
Number of New Shares issued in the Offering...........ccocevcvreveivinrnenn — — 6,055,522,466 90.68%
Total NUMDbBEr Of SNACES........ccviiiiiceiece s 622,456,513 100% 6,677,978,979 100%

The Issuer may decide to carry out additional issuances of shares or to issue convertible securities in the
future. If a share capital increase is effected, Shareholders could be diluted were they not to exercise their
preferential subscription rights or if such share capital increase excluded preferential subscription rights
for existing Shareholders in accordance with Spanish law.
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DIVIDENDS AND DIVIDEND POLICY
Dividend Policy

Holders of the Company’s Shares will be entitled to receive future dividends and in respect of any
subsequent period, provided dividends are declared.

In April 20, 2018, the Company distributed an aggregate dividend of €110,324,548.28 against the net
profit attributable to the Company for the financial year ended December 31, 2017 and voluntary
reserves. In April 27, 2017, the General Shareholders’ Meeting approved a dividend charged to the
Company’s profit of the financial year ended December 31, 2016 of an aggregate amount of
€128,535,257.13. In 2016, the General Shareholders’ Meeting approved a dividend charged to the
Company’s profit of the financial year ended December 31, 2015 of an aggregate amount of
€122,211,094.

The former Board of Directors of DIA filed with the CNMV, on October 15, 2018, a relevant fact (hecho
relevante) announcing the suspension of the dividend policy for financial year 2019. At the time of the
Tender Offer, LetterOne stated that they agreed with that suspension and that it did not believe it will be
reasonable for DIA to distribute dividends in the next few years, especially in 2019 given the 2018
financial results of DIA, and would wait until the results of its six-pillar plan were noticeable before
making any further decision as to the distribution of dividends. In the Tender Offer prospectus LetterOne
did not specify the number of years it would take before a dividend distribution in DIA.

The New Finance Arrangements restrict the ability of the Company to declare or pay any dividend or
make any other payment or distribution on or in respect of its share capital, until the syndicated facilities
have been repaid in full (which, under the New Finance Arrangements will be on March 31, 2023). The
Company may only distribute dividends to its shareholders before the repayment in full of the syndicated
facilities if it obtains the prior consent from Lenders whose commitments aggregate more than 75% of the
total commitments. Any dividend distribution made without said prior consent will result in an event of
default under the New Finance Arrangements. See sub-section “Dividend Policy” of “What are the main
features of the New Shares?”; “Risks that are specific to the New Shares—The Group’s ability to pay
dividends to its shareholders is uncertain and may be restricted” and “Description of Certain Financing
Arrangements”.

In any event, the Company’s ability to distribute dividends depends on a number of circumstances and
factors including, but not limited to, the amount of net profit attributable to the Company in any financial
year, amortization of goodwill of annual 10% over gross value of goodwill, any limitations on the
distribution of dividends included in the Company’s financing agreements, and the Company’s growth
strategy. The amortization expense of goodwill in DIA amounted to €7,143 thousand as of December 31,
2018 and the amortization expense of goodwill in standalone financial statements of the rest of the
Spanish subsidiaries amounted to €10,850 thousand as of December 31, 2018 (Grupo EI Arbol
Distribucion y Supermercados, S.A. and DIA E-Shopping, S.L.). The net book value of goodwill in DIA
amounted to €35,689 thousand as of December 31, 2018; and €70,951 thousand in the standalone
financial statements of the rest of the Spanish subsidiaries as of December 31, 2018.

At consolidated Group level, goodwill is mainly generated in the acquisition of business combinations
and its net book value amounted €503.6 million as of December 31, 2018. Goodwill is not subject to
amortization and is tested annually for impairment.

Furthermore, any dividend policy that the Company may choose to implement, and the amounts of any
dividend payments, must be approved by the general shareholders’ meeting upon proposal from the Board
of Directors.

The conditions under which the Company may declare dividends in accordance with Spanish law and the
Company’s bylaws are described under “Description of Share Capital—Dividend and liquidation rights”.
Any dividends paid in the future will be subject to tax under Spanish law. See “Taxation—Spanish Tax
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Considerations”. Spanish law requires companies incorporated in Spain to contribute at least 10% of their
net income each year to a 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. As of June 30, 2019, the Company had
distributable reserves (voluntary reserves) amounting to €4,817,568.48, although the General
Shareholders’ Meeting has approved to offset part of the existing losses carried forward against those
reserves, which will result in the Company’s distributable reserves being €0.

Dividend Payments Per Share for Each Fiscal Year Corresponding to the Historical Financial
Information

The following table sets forth the dividend per Share paid in 2016, 2017 and 2018:

2016 2017 2018

Gross Dividend Per SNAre (IN€) ........cooeiriinniiieiee st 020 021 0.18
Pay-out ratio® (in PErCENTAGE)...........ccivieeivereeieeieee ettt 49.3 60.8 57.6

(*) These figures have been calculated according to the average number of shares (excluding treasury shares), which were
611,885,181 shares for 2018, 613,179,559 shares for 2017 and 625,945,797 shares for 2016, respectively 2017 and 2018 have been
calculated based on restated Underlying Net Profit.

Entitlement of Shares to Dividends

The New Shares will be eligible to receive declared dividends, if any, after the date on which ownership
of the New Shares is registered in the book-entry registries of Iberclear, which is expected to take place
on or about November 27, 2019 for New Shares subscribed during the Preferential Subscription Period,
the Additional Allocation Period or the Discretionary Allocation Period.

Other Information Relating to Dividends

Any dividends will be paid in euros. Dividends are declared and paid pro rata according to the number of
Shares held. Dividends declared but not yet paid do not bear interest. Dividends paid on the Shares are
subject to deduction of Spanish withholding tax. Dividends may only be paid out of profits or
distributable reserves if the value of DIA’s net equity (patrimonio neto) is not, and as a result of the
proposed distribution would not be, less than DIA’s share capital. In addition, the payment of dividends is
subject to other regulatory requirements and restrictions, including but not limited to the amortization of
goodwill.

The Company’s ability to distribute dividends depends on a number of circumstances and factors
including, but not limited to, the amount of net profit attributable to the Company in any financial year,
amortization of goodwill of annual 10% over gross value of goodwill, any limitations on the distribution
of dividends included in the Company’s financing agreements, and the Company’s growth strategy. The
amortization expense of goodwill in DIA amounted to €7,143 thousand as of December 31, 2018 and the
amortization expense of goodwill in the standalone financial statements of the rest of the Spanish
subsidiaries amounted to €10,850 thousand as of December 31, 2018 (Grupo EI Arbol Distribucion y
Supermercados, S.A. and DIA E-Shopping, S.L.). The net book value of goodwill in DIA amounted to
€35,689 thousand as of December 31, 2018 and €70,951 thousand in the standalone financial statements
of the rest of the Spanish subsidiaries as of December 31, 2018.

At consolidated Group level, goodwill is mainly generated in the acquisition of business combinations
and its net book value amounted €503.6 million as of December 31, 2018. Goodwill is not subject to
amortization and is tested annually for impairment.
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CAPITALIZATION AND INDEBTEDNESS

The following table sets forth the Company’s capitalization and indebtedness as at June 30, 2019, derived
from the Limited Reviewed H1 2019 Financial Statements to give effect to the capital reduction, the
Offering, the application of the net proceeds thereof and the effects of the New Finance Arrangements.
See “Use of Proceeds”.

As adjusted for
As at Adjustment  Adjustments  Adjustments for  capital reduction,
September 30, for capital for the Offering use of proceeds  Offering and use of
2019 reduction® @ @ proceeds
(In thousands of €)
Liquidity
Cash and cash equivalents............... 123,278 181,308 (73,727) 230,859
Total liquidity 123,278 181,308 (73,727) 230,859
Debt
Non-current borrowings.................. 1,860,554 - - 1,860,554
Current borrowings...........ccceeeevnene. 819,381 (418,555) (73,727) 327,099
Total financial debt (A) ............... 2,679,935 (418,555) (73,727) 2,187,653
Net financial debt............cocvvvvevnn, 2,556,657 (599,863) - 1,956,794
Equity
Capital ..o.ooveeeceee 62,246 (56,021) 60,555 - 66,780
RESEIVES ..o, (149,414) 56,021 539,308 - 445,915
OWN Shares .......ccoveeninninece, (7,252) - - - (7,252)
Other own equity instruments 4,397 - - - 4,397
Net losses for the period . (504,341) - - - (504,341)
Translation differences .................. (70,690) - - - (70,690)
Value adjustments due to cash
flow hedges........ccoovviiiiinicinn, - - - -
Total equity (B) ....ovvvveeveereennn, (665,054) 599,863 - (65,191) W ®
Total capitalization (A+B)............ 2,014,881 181,308 (73,727) 2,122,462

(*) Debt as of September 30, 2019 includes IFRS 16 impact of €474,849 thousand in Non-current borrowings and €227,376
thousand in Current borrowings

(1) This adjustment reflects a capital reduction against Reserves of €56,021 thousand.

(2) This adjustment reflects the capital increase proposed of €605,552 thousand relating to the Offering, net of €5,689 thousand of
estimated costs, which are to be capitalized, relating to the Offering. LetterOne’s share of €418,555 thousand to be funded through
partial capitalization of the PPLs. The remaining €181,308 thousand (net of estimated cost) to be funded in cash.

(3) Proceeds of the Offering will be used to repay the outstanding amounts of the PPLs provided by LetterOne for a total amount of
€73,727 thousand (including principal and interest). The remaining proceeds of €107,581 thousand will be used, among others, to
finance the design and implementation of the future business plan and general corporate needs and projects of the Group required
for the development of its operations.

(4) Despite that, even after full subscription of the Offering, the consolidated equity of the Group will be negative €65,191 thousand,
the Group complies with the provisions of the Spanish Companies Act, not being under a dissolution cause. This is due to the
dissolution cause rules, which apply individually to each of the companies of the Group and not to the consolidated group as a
whole. In this regard, DIA, as parent company of the Group, is not under dissolution cause. DIA’s total shareholder’s equity as of
September 30, 2019 was negative €272,672 thousand. After full subscription of the Offering, DIA’s equity would amount to
positive €327,191 thousand.

(5) In the event that the Offering is not fully subscribed, and €500 million are raised, (i) the consolidated equity of the Group would
amount negative €170,743; and (ii) DIA’s equity would amount positive €221,639 thousand. As stated above, the Group will still
comply with the provisions of the Spanish Companies Act.

The table above should be read in conjunction with the Limited Reviewed H1 Financial Statements
included elsewhere in this Prospectus. Please also refer to “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Liquidity and Capital Resources”. Actual amounts may
vary from estimated amounts depending on several factors, including differences from the Group’s
estimated expenses with respect to the Offering, fluctuations in cash on hand between June 30, 2019 and
the date of this Prospectus, and fluctuations in applicable exchange rates.
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Working capital

Although the Group’s working capital, calculated as current assets less current liabilities, excluding assets
and liabilities held for sale, is negative as of June 30, 2019 in the amount of €577,578 thousand, the
Group believes that the working capital it expects to generate over the next twelve months is sufficient to
meet the Groups’ obligations, commitments and business needs during such period of time. In particular,
the Company plans to improve its working capital by completing the Offering and by its entry into the
New Finance Arrangements. In particular, as noted, the Supplier Tranche, which is made available under
the New Finance Arrangements, will be used by the Company to manage its working capital requirements
vis-a-vis the suppliers of the Group.

No significant change

Save as disclosed in sections “Recent Developments” and “Description of Certain Financing
Arrangements” of this Prospectus, there has been no significant change in the financial position or results
of operations of the Group since June 30, 2019, the date to which the last limited reviewed financial
information of the Group was prepared by auditors.
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INDUSTRY AND MARKET OVERVIEW

The information presented in this section is derived from external sources including IGD, Alimarket,
Kantar Worldpanel and MAPAMA, among others. Such information has been presented as at the most
recently available dates. Certain information in this section is also based on proprietary research carried
out on behalf of the Company by a leading strategy consulting firm. For more information, see “Market
and Industry Data”.

This section provides an overview of the grocery retail industry in the main markets in which the Group
operates (Spain, Portugal, Brazil and Argentina). With the majority of the Group’s store network is
located in Spain (c. 64.2% as of June 30, 2019), the main focus of this section is on the domestic market.
Additional specific comments on the other three markets are provided, when relevant, at the end of this
section. The data in this section is latest available for each of the sources, as of the time of initial filing of
the Prospectus.

Grocery retail market in Spain

1. Macroeconomic background?

After a period of economic crisis in 2012 and 2013, the Spanish economy recovered with steady real GDP
growth averaging c. 2.7% between 2014 and 2018, based on data from Instituto Nacional de Estadistica
(INE, Spanish statistical bureau) as presented in the below table. This growth trend was supported by
uplift in consumer spending, reduced unemployment and strong exports growth, all of which contributed
towards improvement on structural weaknesses of the Spanish economy which manifested during the
2012-2013 crisis.

Evolution of key macroeconomic indicators in Spain (2011-2018)

2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (€B) 1,070 1,040 1,026 1,038 1,081 1,119 1,166 1,207

Real GDP growth (%) (1.0%) (2.9%) (1.7%) 1.4% 3.4% 3.3% 3.0% 2.5%
Consumer spending (€B) 608 601 588 598 615 632 658 685
Consumer spending growth (%) 0.0% (1.3%) (2.1%) 1.7% 2.8% 2.8% 4.2% 4.0%
Exports (€B) 310 319 330 340 356 370 400 414

Exports growth (%) 12.2% 3.1% 3.5% 2.7% 4.9% 4.0% 8.0% 3.5%
Unemployment rate (%) 213% 248% 257% 23.7% 21.2% 189% 16.4% 14.5%
Public debt 599 711 789 870 917 951 996 1,032

Public debt as % of GDP (%) 56.0% 684% 76.9% 839% 84.8% 850% 854% 855%

Source: INE

Projections by Banco de Espafia (BdE, the Central Bank of Spain) indicate expectations of continued
economic growth at real GDP growth rates ranging between 2.2% and 1.7% from 2019 to 2021.3

2 INE (Instituto Nacional de Estadistica), BAE (Banco de Espafia)
3 BdE (Banco de Espaiia)
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Future projections of GDP growth in Spain (2019e-2021¢)

2019e 2020e 2021e

Real GDP growth (%) 2.2% 1.9% 1.7%

Source: Banco de Espafia
2. Market overview

The Spanish grocery retail market has experienced moderate growth over the last years, moving from
€72.3B in 2014 to €74.3B in 2018 (implying a 0.7% CAGR)*. Additionally, for the first six months of
2019, the Spanish grocery retail market gross sales amounted to €34.57B, which implies €74.6B gross
sales in the 12-month period since such date (June 30, 2018 to June 30, 2019).

Evolution of the Spanish grocery retail market (gross sales evolution 2014-2018)

90,000 w _»
80,000 72.260 73,488 72,849 73,798 74,332
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2014 2015 2016 2017 2018

Note: arrow bubble refers to CAGR for the respective period
Source: Kantar Worldpanel

The growth in grocery retail sales has been accompanied by an increase in grocery surface during the last
years (1.3% CAGR between 2014 and 2018, reaching a total of 13.5M square meters). This has been
primarily driven by an increase in the number of grocery points of sale (PoS) in the country, which grew
at 1.7% CAGR in the same period, reaching a total of 22.8k PoS in 2018. The average store size has
remained relatively flat (~594 square meters per store)®.

4 Kantar Worldpanel
® Alimarket
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Evolution of grocery surface, points of sale and average store size in Spain (2014-2018)

Evolution of grocery surface in Spain

Area
(M. sqm)

2014

2015 2016 2017 2018

Note: arrow bubbles refer to CAGRs for the respective period
Source: Kantar Worldpanel

Evolution of grocery points of sale

21,385 21,641 21,883

Evolution of average store size

.
o 596 595

590

2016 2017

Based on relative density of grocery retail space (measured as amount of selling space over number of
inhabitants), Spain’s grocery retail network has additional room for growth when compared with other
European markets. With 280 square meters of grocery selling space per thousand inhabitants as of 2018,
the Spanish network density is slightly higher than in the United Kingdom, Portugal or Italy (with 273
sgm/’000 inhabitants, 241 sqm/’000 inhabitants and 229 sgqm/’000 inhabitants respectively) but
significantly lower than in other European countries like Norway or France (with 825 and 521 sgm/’000

inhabitants, respectively)®.

Benchmark of grocery retail selling space per ‘000 inhabitants in Western Europe (2018)

Selling space (sqm) per 000 inhabitants

825.08
520.81
425.78
285.71 280.18 273.14
I I ) )
Norway France Germany Netherlands Spain United Portugal Italy
Kingdom

Source: 1GD (square meters) and Naciones Unidas (‘000 inhabitants).

3. Main channels, store formats and shopping missions

The grocery retail market in Spain is composed of two major segments: organized/modern retailers and

non-organized/specialized retailers.

51GD (square meters) and Naciones Unidas (‘000 inhabitants).
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(1)  Organized or modern retailers are usually chain stores, owned or franchised by a parent entity,
which typically sell various categories of food and non-food items through different channels
(offline and online). These retailers held a share of 76% (by value) in Spain in 2018,

(2)  Non-organized or specialized retailers tend to be stand-alone businesses focusing on a single or
small group of categories (e.g. butcher and fishmonger, shops, bakeries fruit & vegetable markets).
These retailers held a share of 24% (by value) in Spain in 2018.2

Evolution of value share in the Spanish grocery retail market by segment (2014-2018)

% 100

Specialists
Cash & Carry
Il Online
M supermarket
M Hypermarket

2014 2015 2016 2017 2018

Source: Kantar Worldpanel

In addition to the above, as of June 30, 2019, hypermarkets represented a 13.5% of value share in the
Spanish grocery retail market, supermarkets a 59.7%, specialists a 23.7%, online a 1.7% and cash & carry
a 1.3%°.

4. Shopping missions

Each grocery retail format serves different shopping purposes (or “missions”) for Spanish consumers.
Overall, 3 main shopping purposes can be identified in the Spanish grocery market (both organized and
specialized):°

. “Stock up ”: large volume shopping for groceries to be consumed over several days (56% share of
overall shopping missions in Spain, according to the market survey conducted as part of the
primary research).!* For such shopping missions, the key customer needs are value (i.e. a balance
of good price and quality) and variety. Large supermarkets and hypermarkets with extensive
breadth and depth in assortment are best positioned to succeed in attracting customers in this
mission, with price advantage creating a strong incentive for customers.

o “Next Meal”: small volume shopping for groceries to be consumed usually the same or next day
(34% share of overall shopping missions in Spain). In this mission, customers tend to look for a
convenient experience. For grocery retailers to succeed in meeting demand for “Next Meal”
occasions, they typically need to provide minimum breadth ranges in most categories with deeper
assortment in convenience products. Given the higher shopping frequency of this mission,
customers tend to look more for geographical proximity, with stores catering to immediately

7 Kantar Worldpanel
8 Kantar Worldpanel
9 Kantar Worldpanel

1 primary research (survey to +1500 consumers on shopping behaviors and attitudes), supported by Nielsen Global Consumer
Survey on shopping needs and missions of traditional trade

1 Primary research (survey to +1500 consumers on shopping behaviours and attitudes), supported by Nielsen Global Consumer
Survey on shopping needs and missions of traditional trade
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surrounding residential areas. Specialized retailers also play a strong role in this mission by
offering a high-quality assortment within fresh product categories.

. “On-The-Go”: purchasing of specific grocery products for immediate consumption. In this
mission, customers seek ready-to-go food available in most convenient locations such as high
traffic urban centers. Hence, small and centrally located stores are best positioned to attract
customers with “on-the-go” needs. Such stores typically carry highly limited assortment focused
on convenience products like snacks, bottled beverages and ready meals.

While “on-the-go” and “next meal” missions form a relatively small value share of all shopping
occasions, they are expected to grow at a higher rate than “stock up” missions due to consumer trends
favoring convenience, as discussed further below??,

5. Main consumer trends

The analysis and data summarised in this section have been mainly prepared based on primary research
on Spanish grocery retail conducted by a leading strategy consulting firm engaged by the Company in
2018. This research included, inter alia, a market survey with over 1,500 respondents. This survey was
designed to understand the shopping missions and attitudes of Spanish grocery consumers, including
main drivers of choice, perception of private label and brand advocacy.

In recent years, four key supply and demand trends have influenced the development of the Spanish
grocery retail market:

(1)  Relevance of convenience and on-the-go formats

(2)  High preference for quality fresh and healthy offering

(3) Rise of private label

(4) Demand for personalized and digitized shopping experiences
(1) Relevance of convenience and on-the-go formats

The increasing time constraints of consumers, among other factors, are shaping current eating habits. 53%
of Spanish consumers have declared that they do not have enough time to shop for groceries and 38% that
they spend less time shopping today than 5 years ago®. As a result, consumption of on-the-go meals is
rising: sales of ready meals in grocery stores have grown 8.8% between 2017 and 20184 Furthermore,
various quick eating solutions, such as take-away, home-delivery or ready-made food have proliferated,
forcing retailers to include similar products (such as ready-made salads, sandwiches, snacks) in their
assortment.

In addition to modifying assortment grocery retailers in Spain are increasing their network of convenience
stores and investing in further development of their digital capabilities, resulting in high growth observed
in respective channels as per data presented above.

(2) High preference for quality fresh and healthy offering

Several underlying consumer and sociodemographic trends are increasing the demand for fresh and
healthy products. In the Spanish grocery retail market, three out of the top four and six out of the top eight
product categories by importance for consumers when choosing a retailer are related to fresh products®®.

12 Primary research (survey to +1500 consumers on shopping behaviours and attitudes), supported by Nielsen Global Consumer
Survey on shopping needs and missions of traditional trade

13 Observatorio Cetelem
4 Nielsen
15 Primary research (survey to +1500 consumers on shopping behaviors and attitudes)
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Importance of product categories in selection of retailer for consumers (2018)

Importance of categories in selection of retailer Share of respondents Type
Fruit & veggies 16.6% Fresh
Fresh meat 15.4% Fresh
Packaged food 12.0% Non-fresh
Fresh fish 11.0% Fresh
Dairy & Eggs 8.4% Fresh
Charcuterie & cheese 8.2% Non-fresh
Bread & pastry 7.6% Fresh
Drinks 5.3% Non-fresh
Home Care 4.8% Non-food
Frozen 4.1% Non-fresh

Source: Primary research (survey to +1500 consumers on shopping behaviors and attitudes)

In addition, increase in health awareness, proliferation of obesity and rising incidence of food intolerances
are further factors leading to an overall preference for quality fresh and healthy offering, both in Spain
and globally. In a recent global consumer survey®, 74% of respondents admit that they like to follow a
healthy diet, 69% indicate preference for buying local and proximity fresh products instead of imported
products, and 54% prefer buying low-salt products. Excessive weight and obesity awareness, as well as
food allergies further necessitate healthy eating habits and lifestyle. In Spain, 18.2% of men and 16.7% of
women suffered from obesity in 2017,

In response to this trend, organized grocery retailers have started to adapt their offerings to cater to these
needs, gaining significant market share at the expense of traditional specialized players and becoming
market leaders in related categories. The share of organized retail in fresh product sales has decreased
from 44.8% to 42.9% between 2014 and 2018'®. Nevertheless, modern retailers have significant
opportunity to gain further share in fresh and healthy products at the expense of specialized players.

Evolution of fresh sales share by channel (2014-2018)

Sales volume by channel (%) 2014 2015 2016 2017 2018
Rest of retailers 69.2% 67.8% 66.2% 64.4%  63.6%
Specialized retailers 30.8% 322% 338% 356% 36.4%

Source: MAPAMA

16 Kantar Worldpanel
7 INE
8 MAPAMA
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(3) Rise of private label

The Spanish grocery market has experienced strong growth in private label penetration (measured as
share of private label products over total grocery sales), increasing from 19.7% in 2002 to 36.9% in
2018%and evidencing growing consumer demand for value for money?.

Evolution of private label penetration in Spain (2002-2018)

Share evolution of private label across categories (%)

e

2002 2007 2012 2018

Note: arrow bubble refers to percentage point growth for the respective period
Source: Kantar Worldpanel

In addition to the above, as of June 30, 2019, private label penetration in Spain is 36.7% (Source: Kantar
Worldpanel).

(4) Demand for personalized and digitized shopping experiences?

Increasing “digitalization” of consumer lifestyle allows retailers across categories to use digital channels
as a lever to transform consumer interaction, and, beyond that, to re-engineer the entire business model,
extending customer interactions outside of in-store experience (including pre and post shopping) and
reshaping the role of the physical store within their ecosystem.

Consumers increasingly begin their shopping journey online, gathering information about products in
social media, reading reviews from other users, interacting through messaging apps, etc. This is the first
critical touchpoint for retailers, who need to attract customers through media content, personalized
promotions and other methods.

Once the decision to shop is made, the actual purchase is made offline or, increasingly, online. With
increasing availability of assortment for online delivery, role of the physical store is evolving from its
current function of a storage space to a service center with a differentiating customer experience, a
collection point of online orders and, in some instances, even a production center (e.g. with on-site
bakery). These in-store discovery and shopping experiences are enabled and enhanced by mobile
integration, augmented reality, digital signage, and other emerging retail technologies, as best
encapsulated by the nascent Amazon Go and 7 Eleven’s “X Stores”. Such “grocery stores of the future”
have minimum staffing requirements and completely eliminate checkout through use of cameras, sensors
and artificial intelligence.

In addition to augmenting offline experiences, online channels are increasingly gaining relevance as key
touchpoints for consumers. Online grocery is expected to keep growing, especially considering low level
of online channel penetration in Spanish grocery relative to other markets. As of 2018, the share of online

19 Kantar Worldpanel

2 Primary research (survey of >1500 consumers on shopping behaviors and attitudes) conducted by a leading strategy consulting
company for the Company

2 Alimarket (tendencias en la distribucion 2018) and Nielsen (the digital consumer jouney in the western Europe grocery)
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channel in Spanish grocery retail is still 5 times lower than in the UK, 4 times lower than in the US and
13 times lower than in China.?

Retail customers increasingly expect a seamless experience with no difference between online and offline
interactions throughout the whole shopping journey. Retailers who have successfully integrated both of
these elements in their proposition are referred to as omni-channel players (e.g. in Spain, Click & Collect
options are currently offered by 48% of retailers, while 40% offer home delivery after offline in-store
purchases).?®> The migration of experiences online, and digitalization of offline allow such retailers to
valorize data gathered from customer interactions by providing valuable insights into consumptions
trends, optimizing purchasing and logistics and personalizing offers, thereby further enhancing overall
customer experience.

6. Competitive landscape
Overview of key competitors

The organized segment of the Spanish grocery retail market is composed of domestic and international
players. The top 5 retailers by value market share in 2018 were: Mercadona (24.9%), Carrefour (8.4%),
DIA (7.5%), Eroski (5.3%) and Lidl (4.8%)%. Since 2011, only Alcampo lost its position in the top 5 to
Lidl in 2016. In this period (2011-2018), Mercadona has experienced the highest growth in terms of
market share (+5.2pp), followed by Lidl (+1.9pp)%.

In 2018, the top 5 retailers represented 50.9% of overall sales in the organized segment, compared to an
average of 61% across selected European countries. Markets such as Germany, UK or France are more
concentrated, with share of the top 5 players reaching 80.7%, 65.0% and 64.1% respectively)?.

Evolution of value shares in the organized segment of the Spanish grocery retail market (2011-2018)

Market share
)
100 | g - e T T T e  p—

80

Others
I Auchan
Lidl
M Eroski
mDiA
I Carrefour
M Mercadona

2011 2012 2013 2014 2015 2016 2017 2018

Source: Kantar Worldpanel

As of June 30, 2019, the top 5 retailers represented 51.9% of the overall sales in the organized segment.
The top 5 retailers by value market share are: Mercadona (26.1%), Carrefour (8.7%), DIA (6.6%), Lidl
(5.6%) and Eroski (4.9%). The next retailer by value market share is Auchan, which represents 3.5% of

2 Nielsen

2 Prodware, Grado de desarrollo de la omnicanalidad en el sector retail (2018)
2 Kantar Worldpanel

% Kantar Worldpanel

% planetRetail RNG (selected countries include: Sweden, Austria, Norway, Germany, Belgium, Ireland, Switzerland, Netherlands,
Denmark, Finland, Portugal, UK, France, Czech Republic, Spain, Hungary, Poland, Romania, Greece, Russia, Italy, Ukraine and
Turkey)
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the overall sales in the organized segment?’. The rest of retailers represent 44.6% of the total market
share.

Market share in the Spanish grocery retail market (June 30, 2019)

26.1%

8.7%
6.6%
5.6% 4.9%
l . . =
Mercadona Carrefour DIA Lidl Eroski Auchan

In terms of market share by selling space in the first semester of 2019, Mercadona leads the organized
segment with 26% of total space. DIA is second with 17% and Carrefour is third with 13%?2. In addition,
by channel, Mercadona is leading in non-convenience supermarkets (24%), Carrefour is leading in
hypermarkets (48%) and DIA is leading in convenience stores (23%)2°.

Store network and franchise models®

Among the leading retailers in Spain in terms of market share®!, DIA has the largest store network in the
market with 3,476 PoS as at June 30, 2019, followed by Mercadona with 1,628 PoS and Eroski with
1,321 PoS.*?

27 Kantar Worldpanel

2 Alimarket

2 Alimarket (year 2018)

% Alimarket

81 This includes retailers with a value market share larger than 3.5%
%2 Alimarket
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Points of sale split by own stores and franchisees for major retailers in Spain (June 30, 2019)

m Franchises

m Own stores

DIA Mercadona Eroski Carrefour Lidl Consum Aucham

Source: Alimarket

The chart above represents the most updated points of sale split by own stores and franchisees for major
retailers in Spain as at June 30, 2019. Franchise models have been one of the main drivers of PoS growth
in the Spanish grocery retail market, with overall CAGR of 9.7% between 2014 and 2018 across both
supermarket and hypermarket formats. Using this lever, most of the major retailers have increased their
footprint under franchising models over the past years. DIA is the largest franchisor among major grocery
retailers in the Spanish market®,

Evolution of franchise network of major retailers in Spain (2014-June 30, 2019)3*

2018 H1
Franchise brand 2014 2015 2016 2017 2019 PoS var.
DIA 1,620 1,925 2,042 2,023 1912 1,887 +267
Eroski 448 437 438 447 473 490 +42
Carrefour 193 250 300 329 717 755 +562
Auchan® - 143 169 171 175 163 +20
Total 2,261 2,755 2,970 2,970 3,277 3,295 1,034

Source: Kantar Worldpanel (years 2014-2018); Alimarket for H1 2019
Household penetration3®

As consumers generally shop in more than one grocery location or retailer throughout the year, household
penetration represents the share of consumers who shopped with a certain retailer over the course of a
year and serves as a reliable indicator of a grocery retailers “capillarity”, i.e. availability of stores at
various locations.

33 This includes retailers with a value market share larger than 3.5%

34 This includes retailers with a value market share larger than 3.5%

3% Data for Auchan not available in 2014 Alimarket report. CAGR for 2015-2018
36 Kantar Worldpanel
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Mercadona is the industry leader in household penetration with 91.2%, followed by Lidl with 66.5%,
Carrefour with 65.8%, DIA with 64.9% and Alcampo with 33.9%. The rest of grocery retailers in the
industry have significantly lower levels of penetration.

Benchmark of household penetration across Spanish grocery retailers (2018)

HH penetration (%)

183
13.1
HE = =

Mercadona Lidl Carrefour Alcampo Eroski Consum Ahorramas  Bon Preu Gadisa

Source: Kantar Worldpanel
Share of wallet®

Share of wallet represents how much an average consumer spends (in euro terms) at each retailer,
throughout the year and is another metric representing relative strength of grocery brands. In Spain,
Mercadona is the industry leader in share of wallet, taking on average 30.9% of a consumer’s spend. DIA
also has a large portion of the average Spanish consumer wallet’s, with 14.8% share. The majority of
players in the market have smaller shares ranging from 4% to 14%.

These data indicate a high degree of overlap in consumers’ share of wallet, which presents an opportunity
to improve consumer loyalty and drive future growth.

Share of wallet across Spanish grocery retailers (June 30, 2019)

14.8 14.2
12.9
11.3
8.8
45

Mercadona  Carrefour Consum Eroski Ahorramas  Bon Preu Gadisa Alcampo Lidl Aldi

87 Kantar Worldpanel
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Source: Kantar Worldpanel
Price perception

Price perception is key to competition in grocery retail as it is one of the primary drivers (besides
convenience and quality of products) of store traffic, purchase frequency and customer loyalty.

Lidl ranks first among grocery retailers in Spain in terms of price perception, followed by Alcampo and
DIA, who had historically led this indicator. Leading discounters focus on maintaining strong price
perception to attract customers.

Evolution of price image index of key Spanish grocery retailers (January 2016- June 2019)
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Source: Kantar Worldpanel

In convenience category in particular, DIA Market (the Company’s main convenience banner) holds the
leading price position with an index of 114, above all other convenience competitors such as Coviran
(120) or Carrefour Express (125)%,

Price index of main grocery banners calculated by OCU comparing a basic product basket across all different banners
(October 2018)

125 126 126
122
120
116 117
114 114
112
109 110
: I I

AlCampo Mercadona Carrefour DIAMaxi  DIA  Carrefour Eroski ~ Average Covirdn  Unide  Carrefour Supercor EI Corte
Market Market Express Inglés

Source: Organizacion Consumidores y Usuarios

3 QOrganizacion Consumidores y Usuarios. Price Index is calculated by comparing a basic basket of 242 products across different
supermarket banners in the country. The combination of the cheapest banners receives an index of 100 and the rest of stores are
calculated according to that base (e.g. an index of 120 corresponds to a store 20% more expensive than the base).
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Grocery retail market in other markets of Company’s operation

In addition to its domestic market in Spain, DIA conducts business in other geographies accounting for
€.57% of its total store network (excl. Clarel) as of June 30, 2019 and ¢.64% (incl. Clarel) as of June 30,
2019. More specifically, the Group has built strong operations in Portugal, Brazil and Argentina, with a
similar business model relying on convenience, price and franchising.

1. Macroeconomic background

Evolution of key macroeconomic indicators (2011-2018)

2011 2012 2013 2014 2015 2016 2017 2018

Nominal GDP (€B)
Portugal 225 199 207 211 183 189 201 218
Brazil 2,400 2,262 2,269 2,253 1,653 1,648 1,884 1,714
Argentina 486 501 506 483 546 511 590 476

Nominal GDP (Local currency)

Portugal (B€) 225 199 207 211 183 189 201 218
Brazil (B BRL) 4,041 4,119 4,243 4,264 4,113 3,970 4,009 4,053
Argentina (B ARS) 711 703 720 702 721 708 729 711

Exchange rate (LCU:USD)%*

Portugal 0.72 0.78 0.75 0.75 0.90 0.90 0.89 0.84
Brazil 1.67 1.95 2.16 2.35 3.33 3.49 3.19 3.68
Argentina 411 4.54 5.46 8.08 9.23 14.76 16.56 29.26

Real GDP growth (%)

Portugal (1.8%) (4.0%) (11%) 09%  18%  19%  2.8% 9%
Brail 40%  1.9%  30%  05% (3.5%) (3.3%)  11%  1.1%
Argentina 6.0% (L0%)  24% (25%)  27% (1.8%)  2.9%  (2.5%)

Inflation (%)

Portugal 4% 3% 0% 0% 1% 1% 2% 1%
Brazil 7% 5% 6% 6% 9% 9% 3% 38%
Argentina 24% 25% 23% 38% 271% 41% 27% 48%

Consumer Confidence Index

Portugal 97.3 97.1 97.6 100.1 100.9 100.9 102.2  101.04
Brazil 102.2 102.7 113.3 103.4 81.6 73.1 83.4 84.9
Argentina 102.1 84.2 85.6 74.2 99.2 82.1 82.8 37.7

Note: CCI shown as an average of monthly indicators for each year

Source: The Economist Intelligence Unit for all GDP, exchange rate and inflation data; Instituto Brasilefio de
Geografia y Estadistica (IBGE) and Instituto Nacional de Estadistica y Censos (INDEC) in Brazil and Portugal;
Universidad Torcuato di Tella for CCI data in Argentina

39 Average exchange rate per year
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Portugal

After a period of economic crisis between 2011 and 2013, Portugal recovered with a steady real GDP
CAGR of 2.3% between 2016 and 2018. In 2017, the country exceeded European Commission economic
forecasts with real GDP growth of 2.8%, the strongest level since 2000. In 2018 it has decreased to 2.1%
and current projections of FMI and Banco de Portugal to 2019 are 1.7%.%° This growth has been
supported by significant rebound in foreign investment, continued improvement in private spending and
strong exports growth.

Projections by Banco do Portugal (Central bank of Portugal) indicate expectations of continued economic
growing at a stable rate, with real GDP rates between 1.6% and 1.7% annually.*

Future projections of GDP growth in Portugal (2019-2021e)

2019 2020e 2021e

Real GDP growth (%) 17%  1.6% 1.6%

Source: Banco de Portugal & International Monetary Fund (“Fondo Monetario Internacional”)
Brazil

Brazil suffered an economic crisis over the past two years, which resulted in negative real GDP growth of
(3.5%) in 2015 and (3.3%) in 2016.%> The economy, however, began to recover in 2017 with 1.1% real
GDP growth rate, given an improved agriculture sector that boosted the country’s recovery from the
recession. Brazil is expected to extend this positive trend, with real GDP estimated to increase between
0.82% and 2.50% annually*3, buoyed by stronger private consumption and investment.

Future projections of GDP growth in Brazil (2019-2021e)

2019 2020e 2021e

Real GDP growth (%) 082% 2.10%  2.50%

Source: Focus Economics
Argentina

Over the past ten years, Argentina has experienced cycles of economic instability. The annual variation in
real GDP growth rates has fluctuated between positive and negative values, deepening uncertainty in the
country.** The economy, however, is expected to recover after 2019 and follow a more stable trajectory
over the next years, with GDP growing at a real rate of 1.9% - 2.5% annually.*

Future projections of GDP growth in Argentina (2019-2021e)

2019 2020e 2021e

Real GDP growth (%) -1.40%  1.90%  2.5%

Source: Banco Central de la Republica Argentina

40 The Economist Intelligence Unit and Banco de Portugal & FMI
41 Banco de Portugal

42 The Economist Intelligence Unit

43 Focus Economics

4 The Economist Intelligence Unit

45 Banco Central de la Republica Argentina
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2. Market overview

The below table and chart summarize key data on grocery retail market dynamics in Portugal, Brazil and

Argentina.

Evolution of grocery retail market indicators (2011-2018)

2014 2015 2016 2017 2018
Grocery retail market size
(B€)
Portugal 13.19 13.57 14.00 14.49 15.03
Brazil 114.19 93.48 90.28 97.98 80.00
Argentina 11.04 14.21 10.58 10.79 7.13
Grocery retail market size
(LCU)%e
Portugal (BE) 13.19 13.57 14.00 14.49 15.03
Brazil (B BRL) 357.13 345.57 348.69 353.20 356
Argentina (B ARS) 119.450 146.187 173.697 202.324 244.18
Grocery retail surface (M
sqm)
Portugal 2.38 2.47 2.47 2.53 2.61
Brazil 3.04 3.20 3.38 3.42 3.30
Argentina 3.14 3.22 3.23 3.32 3.59
Grocery retail PoS (#)
Portugal 2,360 2,460 2,561 2,648 2,750
Brazil 3,088 3,277 3,434 3,545 3,765
Argentina 2,167 2,327 2,367 2,437 2,319
Source: IGD

46 Conversion from local currencies (BRL, ARS) to euros based on The Economist Intelligence Unit average yearly exchange rate

for the period (LCU:USD, EUR:USD)
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Benchmark of organized grocery retail selling space per ‘000 inhabitants across Latin American countries (2018)

Selling space (sqm) per 000 inhabitants
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Source: IGD
Portugal

The grocery retail market in Portugal has shown the best dynamics and potential among all geographies
where DIA operates. While the Portuguese grocery retail market remained flat in value terms between
2008 and 2015, it grew between 2015 and 2018, reaching €15B in market size with a 3.5% CAGR?
during that period. The market is expected to continue growing at a similar pace, up to €16.4B in 2022,
as the country begins to follow a more sustainable growth model based on strong exports, investments
and private spending.

Growth in market value has been accompanied by an increase in the number of grocery stores and total
surface (3.9% CAGR and 2.3% CAGR respectively between 2014 and 2018)*. In terms of network
density, Portugal has a slightly lower penetration rate than the Spanish market (241 sgm per ‘000
inhabitants vs. 280 for Spain)®°, indicating potential for further growth.

In terms of store formats, supermarkets are the largest format with a 45% value share in 2018,
representing an increase of 2 percentage points over the last 4 years. Hypermarkets have the second
largest share of 28%, but have experienced a decrease of 2 percentage points since 2015 while cash &
carry, has remained flat at a 9% value share.>

“71GD
®1GD
“1GD
% I1GD
' IGD
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Evolution of market share (by value) of main organized grocery retail formats in Portugal (2014-2018)

2014 2015 2016 2017 2018 Difference
Supermarkets 43% 44% 44% 45% 45% 2p.p.
Convenience 1% 1% 1% 1% 2% 1p.p.
stores
Hypermarkets 31% 30% 29% 29% 28% -3 p.p.
Cash & carry 9% 9% 9% 9% 9% 0.0 p.p.
Discount 17% 16% 16% 16% 17% 0.0 p.p.
Source: IGD

In terms of store network, supermarkets are both the predominant format and the most dynamic (1,060
PoS), and a CAGR of 4.9% in 2014-2018. Within the supermarket format, convenience stores have driven
most of the overall growth with 9.7% CAGR between 2014 and 2018. Hypermarkets are the third largest
format (100 PoS), followed by cash & carry (52 PoS).5?

Evolution of number of outlets in organized grocery retail formats in Portugal (2014-2018)

2014 2015 2016 2017 2018 CAGR
Supermarkets 876 913 964 1,024 1,060 4.9%
Convenience stores 460 534 594 605 666 9.7%
Hypermarkets 102 109 100 99 100 (0.5%)
Cash & carry 51 51 52 53 52 0.5%
Source: IGD
Brazil

The Brazilian grocery retail market has increased in 2017 and 2018 by 2.6% with a total market value in
2018 of BRL 249 billion (€56.1 billion)*. Over 2018-2021, the Brazilian market is expected to recover in
real terms at a 1.87% CAGR.%

In terms of overall grocery surface and total number of points of sale within the organized retail segment,
both grew between 2014 and 2018. Total selling area reached 8M sgm in 2018 after growing at 1.1%
CAGR since 2014, while the number of PoS peaked at 3,765 PoS in 2018 after growing at 5.1% CAGR
since 2014.% In terms of network density, Brazil has a much smaller organized retail base per capita than
other Latin American countries, with 39 sqm of grocery selling space per ‘000 inhabitants®® compared to
127 sgm average selling space in Mexico, indicating potential for further growth.

Within the organized segment, Brazil’s landscape of retail formats has also experienced significant
change over the past years. Although supermarkets are the leading format by value, they have
increasingly lost share to cash & carry formats, decreasing share from 40% in 2014 to 32% in 2018.
Unlike in other markets where the Group operates, cash & carry has strong presence in Brazil, being the
third largest and the only growing format over the past four years, with value share increasing from 18%
in 2014 to 26% in 2018.

%21GD
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Supermarkets are the second largest format despite no increase in value share over 2014-2018.

Evolution of market share (by value) of organized grocery retail formats in Brazil (2014-2018)

2014 2015 2016 2017 2018 Difference
Hypermarkets 40% 38% 36% 34% 32% 8 p.p.)
Cash & carry 18% 19% 22% 24% 26% 8 p.p.
Supermarkets 34% 34% 35% 34% 34% 0 p.p.
Convenience 0% 0% 0% 0% 0% 0p.p.
stores
Discount 8% 8% 8% 8% 7% 1pp)
Source: IGD

In terms of number of outlets, supermarkets have a 34% share of the total retail network (1,483 PoS),
followed by hypermarkets with 32% (448 PoS) and cash & carry with 26% share (284 PoS). Within the
supermarkets format, convenience stores are increasing significantly in terms of footprint, with 134%
CAGR between 2014 and 2018.57

Evolution of number of outlets in organized grocery retail formats in Brazil (2014-2018)

2014 2015 2016 2017 2018 CAGR

Supermarkets 1,411 1,449 1,442 1,440 1,483 1.3%
Convenience stores 4 21 70 119 120 134.0%
Hypermarkets 461 465 467 446 448 (0.7%)
Discount 978 1,103 1,203 1,266 1,430 10.0%
Cash & carry 234 239 252 274 284 5.0%
Source: IGD

Argentina

Grocery retail sales in Argentina grew at 1% CAGR between 2009 and 2015, when due to political
instability and abandonment of price controls real food consumption decreased. As a result, sales in
grocery retail decreased at a 20.6% CAGR between 2015 and 2018 (from €14.2B to €7.1B) taking
account the process of great depreciation of the local money during this period®e.

In terms of grocery surface within organized retail, Argentina has grown both in total grocery surface and
in number of outlets. While the total selling area grew at a 2.1% CAGR between 2014 and 2018 (reaching
a total of 3.3M sgm in 2018), the number of PoS grew at a 3.8% CAGR during the same period (reaching
2,319 PoS in 2018).%° The higher growth rate of the number of PoS compared to overall grocery surface
indicates that most of the footprint growth was driven by small store formats, mainly supermarkets and
convenience stores. In terms of network density, Argentina presents the third most penetrated country in
South America, with 82 square meters of grocery selling space per ‘000 inhabitants, which is however
significantly below 120 and 109 square meters of grocery selling space per ‘000 inhabitants in Chile and
Mexico, respectively.®
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Hypermarkets dominate the organized segment in terms of sales, with 39% in value share in 2018.
Supermarkets remain the second largest format with value share of 37% in 2018.

Cash & carry has a value share of 5%, representing a slight decrease of 1 percentage point since 2014°,

Evolution of market share (by value) of organized grocery retail formats in Argentina (2014-2018)

2014 2015 2016 2017 2018 Difference
Hypermarkets 42% 41% 39% 38% 39% B p-p)
Supermarkets 37% 37% 37% 38% 37% 0p.p.
Discount 13% 14% 16% 17% 16% 3p.p.
Cash & carry 6% 6% 6% 5% 5% 1 p.p.)
Convenience 2% 2% 2% 2% 3% 1p.p.

Source: IGD

In terms of store network, hypermarkets are the predominant format, with 39% of the total number of
organized retail outlets in the country in 2018 (2,319 PoS, 3.8% CAGR vs. 2014). Convenience stores
represent 3% of the overall store base in the country, having grown at 10.7% CAGR over 2014-2018.
These are followed by supermarkets (37% share, 244 PoS, 5.0% CAGR vs. 2014) and cash & carry (5%
share, 23 PoS, 2.3% CAGR vs. 2014).

Evolution of number of outlets in organized grocery retail formats in Argentina (2014-2018)

2014 2015 2016 2017 2018 CAGR
Supermarkets 613 639 647 620 607 (0.2%)
Convenience stores 375 392 407 414 404 1.9%
Hypermarkets 201 209 218 237 244 5.0%
Discount 791 918 941 998 1,041 7.1
Cash & carry 21 22 22 22 23 2.3%

Source: IGD
3. Competitive landscape
Portugal

The organized segment of the Portuguese grocery market is more consolidated than in other markets
where DIA operates (with 84% of market share by value concentrated in the top 5 retailers)®, but still not
at the level of the most consolidated markets in Europe. Competitive landscape in Portugal is mostly
defined by Jerénimo Martins (32% value share in 2018) and Sonae MC (25% value share in 2018). Lidl,
Auchan and Les Mousquetaires occupy the other top 5 positions in the organized retail market, with value
shares of 10%, 10% and 8% respectively. Minipreco, the banner under which DIA operates in Portugal,
has consistently occupied the sixth position in the market, with a value share of 5.3% in 2018.% The
position of the largest six players has remained unchanged since 2014, with no major share gains / losses
during this period.

81 1GD
82 IGD
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Market share (by value) of the largest organized grocery retailers in Portugal (2018)
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Source: IGD

In terms of store network, Sonae MC occupies the leading position with a total of 581 stores, while
Minipreco (DIA) is the second largest convenience player in the country with 546 points of sale.
Jerénimo Martins occupies the third position with 474 outlets, followed by Coviran SCA (335 stores) and
Lidl (335 stores).®*

Brazil

The Brazilian organized grocery retail market is dominated by international players. The largest
organized retailers by value market share are: Casino (32% French retailer operating under banners like
Extra or Pdo de Agulcar), Walmart (20%, US retailer operating primarily under the Walmart Supercenter
banner), Carrefour (8%, French retailer operating primarily under Atacaddo and Carrefour banners),
Makro South America (8%), Cencosud (5%, Chilean retailer operating under banners such as Bretas or G.
Barbosa) and DIA (3.3%, operating under the same banner).%

Table: Evolution of market share (by value) of the largest organized grocery retailers in Brazil (2014-2018)

2014 2015 2016 2017 2018 Difference

Casino Group 27% 28% 28% 28% 32% 457 p.p.
Walmart Brasil 0% 0% 0% 0% 20% 19.82 p.p.
Carrefour Group 12% 11% 10% 9% 8% (4.22 p.p)
Makro South America 8% 8% 8% 8% 8% 0.16 p.p.
Cencosud 7% 6% 6% 6% 5% (1.60 p.p.)
DIA 4% 4% 5% 5% 4% 0.23 p.p.
SDB Comércio de Alimentos Ltda 2% 3% 3% 4% 4% 1.44 p.p.
Super Muffato 3% 3% 4% 4% 4% 0.72 p.p.
Source: IGD

51GD
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It is important to note that the organized grocery retail market is not homogenous across Brazil, as certain
regional players have strong brand penetration in areas like Porto Alegre (e.g. BIG as the highest brand

awareness) or Salvador (e.g. Bom Preco and Atakarejo enjoy the highest brand awareness).

In terms of store network, the Group has the largest footprint in the Brazilian market, with 1,275 outlets
(400 PoS more than the second largest competitor, Casino, with 897 PoS).

Table: Distribution of PoS by top organized grocery retailers in Brazil and store format (2018)

Convenience Discount Hypermarkets Supermarkets Cash & carry Total
Dia - 1,275 - - - 1,275
Casino - - 108 649 140 897
Walmart - 155 134 128 70 487
Carrefour 120 - 100 49 - 269
Cencosud - - 73 129 - 202
Source: IGD
Argentina

Among the largest organized retailers, DIA has been the top player which has outperformed the rest in
2014-2018. DIA achieved a 3.28% CAGR in sales between 2014 and 2018 and increased its value share
by 3 percentage points over that period, while Cencosud and Walmart lost a significant share (Cencosud
lost (2.92) percentage points and Walmart (2.22)).6

Evolution of market share (in sales) of leading organized grocery retailers in Argentina (2014-2018)

2014 2015 2016 2017 2018 Difference
Carrefour 24% 24% 24% 24% 24% 0.16
Cencosud 24% 24% 22% 22% 21% (2.92)
Dia 12% 13% 15% 15% 15% 3.28
Coto 15% 16% 14% 14% 14% (1.02)
La An6nima 8% 8% 11% 12% 12% 3.44
Walmart 7% 7% 6% 5% 5% (2.22)
Makro South America 6% 6% 6% 5% 5% (1.25)
Casino Group 3% 3% 2% 2% 3% 0.52

Source: IGD

DIA benefits from the largest store network in Argentina with 980 PoS. DIA’s store network has 397 PoS
more than the next largest competitor (Carrefour, with 583 PoS) and has 591 PoS more than the third

largest player (Cencosud, with 339 PoS).¢
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Distribution of PoS by leading organized grocery retailers in Argentina and store format (2018)

Convenience Hypermarkets  Supermarkets Cash & carry
Dia - 980 - - - 980
Carrefour 396 - 89 98 - 583
Cencosud - - 74 265 - 339
La Andnima - - - 167 - 167
Coto 8 - 35 77 - 120
Source: IGD
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BUSINESS DESCRIPTION

You should read the following commentary together with the sections entitled “Risk Factors”,
“Presentation of Financial and Other Information”, “Industry Overview”, “Reasons for the Offering”,
“Selected Financial and Operating Information”, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and the Financial Statements and the related notes thereto
included in or incorporated by reference in this Prospectus.

Overview

Distribuidora Internacional de Alimentacién S.A. (the “Company”, and together with its subsidiaries, the
“Group” or “DIA”) is a leading convenience grocery retailer with an average of 2.97 million tickets per
day and over 22 million active members worldwide as of August 2019. Based in Madrid, Spain, and listed
on the Spanish Stock Exchanges, the Group is the Spanish grocery retailer with the largest network of
stores in the country, the highest rate of penetration in small municipalities and the third-largest market
share in Spain in 2019 (Source: Kantar Worldpanel). As at June 30, 2019, the Group operated 6,809
stores across Spain, Portugal, Brazil and Argentina (including franchised stores and Clarel and excluding
Max Descuento) and had approximately 40,247 full-time employees. As of June 30, 2019, Clarel stores
represented 1,279 of the Group’s stores.

The Group operates grocery retail stores under the convenience model through its network, which it
manages directly or under franchise agreements. As at December 31, 2018, 57.6% of stores were
franchises, making the Group the largest Spanish grocery retail franchiser among main competitors, the
second-largest franchiser in the European food sector and a top 25 franchiser worldwide (Source:
Franchise Direct 2018; Kantar Worldpanel). As at June 30, 2019, 46.8% of the stores were franchises.

The stores operated by the Group fall generally into three formats, with minor regional variations and an
overall focus on convenience: DIA, La Plaza de DIA and DIA & Go. The DIA format is present across all
four jurisdictions in which the Group operates, with stores located near to customers in cities, suburban
towns and smaller villages. The La Plaza de DIA format is only available in urban areas across Spain with
a focus on fresh and premium products. DIA & Go, the newest format introduced in 2018, is located in
high-density urban areas in Spain, Portugal and Brazil and caters to high convenience, “on-the-go”
shoppers. All three formats are designed to service all major shopping missions with a tailored, customer-
centric approach.

The Group’s product offering includes food and non-food products. In the semester ended June 30, 2019,
food products accounted for 83.49% of the Group’s sales. As part of a focused effort to enhance its fresh
food offering, the Group is introducing meat, fish and deli counters in a selected number of stores, and
packed fresh products in all of its stores. The Group is dedicated to increasing the area dedicated to
bakery, fruits and vegetables and offering on-the-go food. It has also increased the assortment, variety and
frequency of delivery of fresh products across its store network. Fresh food accounted for 15.8% of the
Group’s sales in the semester ended June 30, 2019, compared to 17.4% in 2018 (restated) and 15.7% in
2017 (restated).

The products offered by the Group are sold under the Group’s own private label and national brands. As
of June 30, 2019, private label products accounted for 42.83% of sales, and were sourced primarily from
local suppliers. The Group has more than 30 years’ experience in private label development and its
current private label offering includes 6,660 SKUs.

The Group is organized into business units and has four reporting segments based on geography: Spain,
Portugal, Brazil and Argentina. As at December 31, 2018, Spain accounted for 58.7% of the Group’s
sales, with Portugal accounting for 8.6%, Brazil for 19.3% and Argentina for 13.3%. In addition, as at
June 30, 2019, Spain accounted for 58.84% of the Group’s sales, with Portugal accounting for 8.87%,
Brazil for 16.03% and Argentina for 16.26%. On a consolidated basis, (i) for the year ended December
31, 2018, the Group had sales of €7,288.8 million, a net loss of €352.6 million, consolidated Adjusted
EBITDA of €337.9 million and consolidated EBITDA of €246 million; and (ii) for the semester ended
June 30, 2019, the Group had sales of €3,444.5 million, a net loss of €418.7 million, negative
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consolidated Adjusted EBITDA of €55.6 million, consolidated EBITDA of €13.5 million and negative
€566.2 million of total equity. See “Selected Financial and Operating Information—Non-IFRS Financial
Measures and APMs”.

The Group’s business model is underpinned by a time-tested supply chain system. The Group operates its
own fully-integrated logistics system based around 35 warehouses that match the Group’s geographic
footprint across its primary jurisdictions, with a total aggregate storage space of approximately 711,441m?
as at June 30, 2019 and the support of third-party transportation companies. See “—Operations—
Logistics”.

The Group has a large loyalty card program, “ClubDIA”, with over 22 million active members as at
August 2019, which also allows the Group gain valuable insight into customer purchasing patterns and
preferences. The Group believes that it can leverage this program to redesign its operational processes,
including optimizing its supply chain, as well as creating personalized offers to customers based on their
shopping behavior through the use of advanced analytics.

Upon completion of the Offering, the Group intends to implement a new business plan designed to turn
around the Group’s results of operations with the aim of ensuring the viability of its business and
improving its profitability in the medium-term.

History of the Group

The Company opened its first store in the Saconia neighborhood of Madrid in 1979, thereby introducing
the discount store model into the Spanish food retail market. In 1984, the Group launched its
characteristic white-and-red corporate image and became the first Spanish company to commercialize
private label products. In 1989, the Group refined its business model by granting individual entrepreneurs
the opportunity to manage an increasingly recognized and strongly-positioned “DIA” brand in the
marketplace through a franchise scheme.

Between 1990 and 1992, the Group grew through targeted acquisitions of Spanish supermarket chains,
thus becoming a nationwide market player with over 1,000 stores throughout Spain by 1992. The Group
started its international expansion with the opening of its first stores in Portugal in 1993, where it operates
under the Minipreco banner. It subsequently entered other countries, consolidating its significant current
presence in Latin America through Argentina and Brazil.

As the Group continued the expansion of its local and international store network in the early 2000s, it
launched “ClubDIA” in Spain in 1998, the first loyalty program in the Spanish retail market, which
offered members access to exclusive savings, discounts and promotions.

In 1999, the Group was acquired by the French group, Carrefour. This transaction brought together both
companies until 2011, when the Group was spun off and listed on the Spanish Stock Exchanges. During
this 12-year period, the Group’s continued international expansion reflected the strategy and priorities of
the wider Carrefour conglomerate. Following the spin-off, the Group re-focused its attention on its core
markets in Iberia and Latin America by disposing of its operations in Turkey (2013), France (2014), and,
more recently, China (2018), while building up its network throughout Spain and Portugal. Between 2014
and 2015, the Group acquired El Arbol and an additional 144 stores from the Eroski Group. These
acquisitions culminated in the development of a new store model, La Plaza de DIA, a premium
convenience supermarket that offers meat, deli, and fish counters, as well as a wider assortment of fresh
food products.

The Group’s organic growth in recent years and its increased focus on proximity and convenience has
been accompanied by the gradual digitalization of its operations. This initiative began in 2012 with the
launch of an online sales website intended to support and complement the Group’s extensive store
footprint.

As of the date of this Prospectus, the Group is in the process of disposing of its Max Descuento operations
in order to concentrate the Group’s activities on its core markets and use the proceeds from such disposals
to implement the future business plan.
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Business Strengths
The Group’s convenience focus allows it to exploit favorable consumption trends

As at June 30, 2019, the Group had a leading network of 6,809 stores across Spain, Portugal, Brazil and
Argentina (including franchised stores and excluding Max Descuento). As a result of its convenience
model, the Group’s stores are located in close proximity to customers and enjoy high capillarity in urban
areas. This places the Group in an ideal position to benefit from current market trends in customer
grocery store selection. Specifically, approximately 63% of respondents in a 2017 study indicated that
proximity, convenience and ease were the most important factors in choosing a grocery store, an increase
of 18% compared to 2010 (Source: Observatorio Cetelem, Consumo Europa 2017; MAPAMA,; Kantar
Worldpanel). This increase can be explained by time constraints faced by shoppers. According to this
study, 38% of respondents indicated that they spend less time shopping than they did five years ago, 38%
that they work more than ever, and 53% that they do not have enough time. The Group believes that its
large number of stores and their density in urban areas is likely to continue to benefit from this customer
trend for the foreseeable future.

The Group’s convenience model is further bolstered by its ability to recognize and adapt to customer
demand and to effectively mobilize resources to develop, launch and scale store formats that meet the
evolving needs of customers. This is exemplified by the varied successful formats the Group has
developed over the last three years. The Group designed and launched the La Plaza de DIA store format
in 2016 with a strong focus on fresh products. This format has been highly successful with fresh products
representing 33.58%, 35.5% and 33.8% of total sales in the semester ended June 30, 2019 and years
ended December 31, 2018 and 2017 (restated), respectively. At the Group level, the share of fresh
products accounted for 15.8%, 17.4%, 15.7% and 14.3% of total sales for each of the semester ended June
30, 2019, and the years ended 2018, 2017 (restated) and 2016 (restated), respectively. See “Selected
Financial and Operating Information—Non-1FRS Financial Measures and APMs”.

The Group’s unparalleled scale in Spain gives it a unique level of access to customers

As a result of its scale in Spain, the Group benefits from a unique level of access to customers. With
4,369 stores in Spain as of June 30, 2019, the Group had the largest convenience store network in the
country, with a presence in all provinces of the peninsula and the Balearic Islands, and more than 2.13
times as many stores in Spain as its closest competitor, Mercadona, as at June 30, 2019 (Source: DIA
Group and IGD). In addition the Group believes that it has the highest surface share among all its
competitors in small villages and municipalities and that it enjoys a strong brand association with
proximity and convenience.

The Group benefits from a large, loyal and data-rich customer base

The Group believes that it has one of the largest and most prominent loyalty card programs in food retail
as at June 30, 2019. The Group’s ClubDIA loyalty program, which was established over 21 years ago,
had over 22 million active members as at June 30, 2019. The scale of this program enhances its positive
effect on sales. As at June 30, 2019, 71.8% of sales were made using the ClubDIA loyalty card and the
average basket size of a customer using the loyalty program in a purchase was 100.54% higher than the
basket size of a customer that did not. This program is further supported by regular customer satisfaction
surveys, which enables the Group to establish a continuous communication channel with its customers
and obtain valuable feedback.

Another key benefit of the ClubDIA loyalty program, aside from its positive effect on sales, is that it
provides the Group with information about its customers’ preferences, tastes and shopping habits.
Through big data integration and the use of sophisticated analytics, the Group believes that it will be able
to use this data to add more value to loyal customers by personalizing services, coupons and promotions.
As a preliminary step in 2018, the Group developed a digital application and has positively impacted
sales. According to the Group’s estimates, sales using this application in 2018 were characterized by
approximately 32% higher average ticket size (value of the average purchase), 32% higher average unit
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per customer (average volume of purchase), 73% higher average spend by customer, and 31% higher
frequency shopping per month.

The Group’s franchise model is a true differentiator of its business that enables it to deliver high store
returns and industry-leading margins

The Group’s asset-light franchise model has allowed the Group to scale its operations and enhance its
capillarity and recognition in a cost-efficient way, saving the Group time and resources while boosting
store returns and margins and allowing for great flexibility in both management and operation.

The Group has 30 years of experience with, and achieved a high level of recognition for, its franchise
business model. As at December 31, 2018, the Group was the largest Spanish grocery retail franchiser
among main competitors, the second-largest franchiser in the European food sector and a top 25
franchiser worldwide (Source: Franchise Direct 2018; Kantar Worldpanel). As at June 30, 2019,
franchises represented approximately 46.8% of the Group’s store network and were a key differentiator of
its business.

The Group’s flexible asset-light model is central to its ability to expand the geographic footprint of its
store network on a cost-efficient basis. Its ability to seize on the market trends favoring proximity and
convenience by deploying a large network of convenience stores is easier to implement using franchises
than through stores owned or leased by the Group. Moreover, CO-FO stores, which represented
approximately 46.8% of total stores as at June 30, 2019, are (as at December 31, 2018) 3% to 5% more
profitable than stores operated directly by the Group under the CO-CO model (both in terms of individual
profitability and by their contribution to the Group) and tend to have a positive impact on the Group’s
bottom line. The Group’s (loss)/profit margin, which is calculated as net losses for the period divided by
sales, for the years ended December 31, 2018, 2017 (restated) and 2016 (restated) was (4.8%), 1.2% and
1.6%, respectively. For the same periods, the Group’s Adjusted EBITDA margin was 4.6%, 6.3% and
6.6%, respectively. See “Selected Financial and Operating Information—Non-IFRS Financial Measures
and APMs”. An additional benefit of this model is that the Group retains the flexibility to convert CO-
FOs into CO-COs without store closures, and vice-versa, within less than 2.5 months.

This ability to expand its network through franchises provides the Group with proximity to customers in
both cities and smaller municipalities. As at December 31, 2018, 43% of franchises were located in towns
with less than 10,000 inhabitants, compared to 17% of the Group’s CO-COs. As a result of this
proximity, the Group enjoys greater depth of insight into customers’ preferences and needs by geographic
location. Feedback on the demand, performance and quality of products offered locally is regularly
transmitted to the Group by the franchisees, allowing for swift and flexible adaptation of the product
offering in a specific region to optimize customer satisfaction and sales.

An additional benefit of the Group’s franchise model is that it creates incentives that favor a high
commitment to customer satisfaction. Stores operated by franchisees, who are directly invested in the
success of the store, tend to develop and nurture a close relationship with their customers.

The Group has developed a range of private label products with over 6,660 SKUs

The Group was the first company to introduce private label products in Spain over 40 years ago. Through
its extensive history, and experience, the Group has developed a unique capability to successfully create
and bring to market thousands of private label products of which 6,660 were part of the offering as at
June 30, 2019. For the past two years, the Group has introduced approximately 320 new product lines
each year and expects to introduce over 400 new SKUs in 2019. The success of its private label products,
which in 2018 were the second-most sold in Spain (Source: Kantar Worldpanel) and accounted for
35.48% of total sales for the semester ended June 30, 2019, relies on the Group’s ability to identify
customer needs and design, arrange production and market products that successfully meet those needs in
a timely and cost-efficient manner. As a result, customers often select the Group’s private label products
over the national brand alternatives. During 2018, for example, the rotation of private label canned fish
products was 25 times that of the national brand alternatives, while the rotation of beer and cheese
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products was 8 times and 3 times that of national brands, respectively. Customer preference for the
Group’s private label products is also due to the relationship between quality and price. The Group can
develop high-quality private label products and offer them at competitive prices because of the volume
the Group sells, its long expertise and the strong relationship it has with suppliers and savings resulting
from reduced marketing and advertising expenses.

The Group has developed logistics capabilities designed to support the largest store network in Spain
and supply a large convenience store network

The Group has developed and operates an effective and resilient logistics system, the scale and
complexity of which allows it to support and supply both the largest store network in Spain and a large
cross-border convenience store network with an increasing focus on fresh food.

The Group has historically strong relationships with suppliers

The Group benefits from relationships with suppliers which it has developed over the many years it has
been active in the grocery retail industry. Suppliers are attracted to the Group’s high market penetration
and relatively small range of products, which gives their products relatively more visibility than other
retailers. As a result of these strong relationships, the Group has been able to obtain favorable commercial
agreements from suppliers whilst maintaining a long-term arrangement with them. The Group believes
that the nature and quality of these relationships are an ideal starting point for its planned reduction of
product ranges and rationalization of store assortment. As a result of these efforts, the Group believes it
will enjoy the benefits derived from a smaller range of better quality, customer-centric products, while its
continuing suppliers will benefit from higher purchase volumes and an ever-closer relationship with the
Group.

Business Strategy

As of the date of registration of this Prospectus, the Group does not have a business plan in place.
Pursuant to the New Finance Arrangements, DIA will approve a business plan, which it is developing
based on DIA’s transformation strategy, prior to December 31, 2019. Following the settlement of the
Tender Offer, the Company’s new Board of Directors and management are producing and implementing a
new business plan for the Group, which will set forth the guidelines of the new strategy of the Group and
be the basis to assess the long-term recoverability of its assets. Pursuant to the New Finance
Arrangements, DIA must approve the new business plan prior to December 31, 2019.

In summary, DIA’s transformation strategy is based on a six-pillar plan intended to achieve the
transformation of the Group and which are consistent with the principles and criteria that were anticipated
by LetterOne in the Tender Offer prospectus. As of today, there are no set objectives related to each of the
principles and criteria exposed below.

The six-pillar of DIA’s transformation strategy are as follows:
Recruit New Leadership & Develop Existing Talent

New leadership team to steer the Company to the next level: Following LetterOne’s Tender
Offer, the Board of Directors of DIA has been overhauled by means of the resignation of all Board
members other than Jaime Garcia-Legaz and the appointment of six new members (Stephan DuCharme,
Sergio Dias, Karl-Heinz Holland, Michael Casey, José Wahnon Levy and Christian Couvreux).
Furthermore, a new leadership team led by CEO Karl-Heinz Holland, aims to steer the Company through
the execution of a new business plan. Said business plan will therefore be managed by experienced
retailers with already successful experiences in retail transformation and retail turnarounds in their
careers, see “Board of Directors and Management — Directors”. Furthermore, the refreshed Board of
Directors has a new approach for performance tracking and finance oversight. Overall, the new business
plan has the objective of implementing a new management structure and a new leadership culture,
principally focused on responsibility and performance-orientation along with the necessary sense of
urgency.
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Attract and develop talent with modern retail expertise and secure uncompromising leadership
attitude: The Company plans to further develop its existing talent, as well as attract new retail
professionals to join the organization. The majority shareholder, LetterOne, will use its extensive network
of modern food retailing specialists to engage the right caliber of professionals with confirmed experience
in executing transformation and with leadership attitude. The new Board of Directors is currently
evaluating and assessing the current personnel of the Company, focusing on identifying talented and
valuable individuals within the organization. Once the Board of Directors has carried out its internal
review of the Company, it intends to bring in new additions at all company levels, focusing on the
commercial, expansion, real estate management, operations and supply chain teams.

New Real Estate strategy

Improve sales densities and traffic: Under DIA’s transformation strategy, the Company will
intend to improve its’ sales densities, which in turn will help maximise its EBITDA margin.

Active management of store locations and formats: The Company will reassess its network of
stores and implement active management of store locations by store format that aims to maximize store
traffic. Modern retailers, particularly food and convenience retailers that develop the business with light
assets (fittings and equipment), constantly close and reopen stores, adapting themselves to customers’
needs and competition, and, under DIA’s transformation strategy, the Company will try to act in the same
manner. The fundamental basis of the six-pillar plan is to make sure the Company renews itself with sales
growth and the regaining of market share.

Maximize EBITDA profitability through investment in store estate: Under the new business plan,
the Company expects to invest in the existing store estate, particularly in Spain where a thorough program
of refurbishment is required. The Company’s store estate investment approach integrates the needs of
current and future customers, store format and use of technology.

New commercial value proposition

Private label offering and fresh food: The new business plan will focus on customers’ needs, in
order to improve conversion and development. This pillar of the plan is the implementation of a new
commercial value proposition based on freshness, quality and value for money, capitalizing on the
Company’s unique proximity position and network to support and stimulate traffic and daily visits. The
Board of Directors will work with the Company’s commercial team to develop a new customer-centric
assortment where fresh food and private label will be pivotal. Core principles of the new commercial
offer include the rationalisation of the assortment of dry goods, the development of an outstanding private
label offering and the aim to become a market leader in fresh food.

New and collaborative relationship with suppliers: Under the new business plan, the Company
would also foster a new and collaborative relationship with suppliers to create symbiotic and enduring
partnerships with a shared focus on achieving long-term growth rather than short-term margin targets.

Optimisation of store formats: Under the future business plan, the new commercial value
proposition would be supported by the optimisation of the store formats, completing the 360° approach of
the Company’s new retail formula.

Reset pricing and promotions

Value for money pricing strategy and new loyalty program: The Company’s objective would be
to intensely improve its price perception by implementing a value-for-money approach as opposed to the
current high-low pricing strategy. At the same time, the Company’s loyalty program will be further
developed beyond its current basic discount couponing.

New promotion strategy to improve price perception: The Company will intend to change the
promotions strategy to ensure that it has the right level of promotions, with the goals of driving traffic and
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creating customer loyalty. In practical terms, the number of promotions would be reduced and repurposed
to effectively address consumers’ needs.

Retail operations execution

Improve customer experience: Under DIA’s transformation strategy, retail execution would be
key to improving customer satisfaction and loyalty, regardless of the stores being owned or franchised.
Store operations and processes efficiency will be driven to support the store network and improve
customer experience.

Efficient organization and management with new Operational Excellence Programme: The new
business plan will intend to develop the Company’s talent and build an efficient organization and
management culture through a new Operational Excellence Programme (the “OEP”). The OEP will focus
the entire organization on store efficiency and ultimately customer experience excellence. As part of this
OEP, the Company would increase the support to high-performing franchisees while looking for new
partners, in order to solidify the franchise model through long-term, financially balanced and solid
partnerships.

Investment in brand and marketing

New brand and improved marketing: As the first five pillars of the future business plan come
together, the Company will intend to revamp the DIA brand. The format refresh would become a platform
for the new branding statement of the Company.

Business and Geographical Segments

The table below indicates the percentage of total sales of the Group for the years ended December 31,
2018, 2017 and 2016:

2017 2016
2018 % of sales (Restated) % of sales (Restated) % of sales
(€m)
SPAN.c.ceieiieeee e 4,280.5 58.7% 4,441.9 54.1% 4,672.1 56.5%
POrtUGAl ... 628.6 8.7% 663.1 8.1% 669.3 8.1%
Brazil......ccccooviiiiiieee 1,409.1 19.3% 1,721.1 20.9% 1,610.5 19.5%
ATGENTING.......eoceececeee e 970.6 13.3% 1,391.6 16.9% 1,311.0 15.9%
TOTAL oo 7,288.8 100.0% 8,217.7 100.0% 8,262.9 100.0%

The table below sets forth the Group’s EBITDA and Adjusted EBITDA by segment for 2016, 2017 and
2018, which has been included for information purposes and to supplement the APMs used by the Group
on a recurring basis and described in this Prospectus.

Spain Portugal Argentina Brazil DIA GROUP

2018 2017 2016 2018 2017 2016 2018 2017 2016 2018 2017 2016 2018 2017 2016
1,391.
Sales......... 42805 4,4419 46721 6286 663.1 669.3 970.6 6 13110 14091 17211 16105 7,288.8 8,217.7 8,262.9
a
percenta 58.7% 541% 56.5% 86% 81% 8.1% 13.3% 16(;/90 15.9% 19.3% 20.9% 19.5% 100.0% 100.0% 100.0%

of

total
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sales

Adi.

EBITDA...

EBITDA...

As a
percenta
ge of
EBITDA

As a
percenta
ge of
sales

Results
from
operating

activities ...

Net
Profit

Spain

Portugal

Argentina

Brazil

DIA GROUP

2018

2017

2016

2018

2017

2016

2018

2017 2016

2018

2017

2016 2018 2017

2016

251.0

169.1

68.7%

4.0%

(50.5)

(321.5)

346.9

294.0

62.4%

6.6%

136.4

93.4

387.1

338.4

70.7%

7.2%

181.3

129.6

30.1

8.2%

3.2%

(16.5)

(13.6)

42.2

8.6%

6.1%

9.8

45.3

8.2%

5.9%

8.3

5.9

2.8

5.7

0.6%

(33.8)

(8.5

58.9 59.1

11.8%

4.2% 4.3%

©0.7) 2.7

54.0

20.7%

3.6%

6.2

(5.6)

70.5

16.7%

4.6%

34.2

49.8 337.9 518.5

44.1 246.1 471.0

541.3

478.5

9.2% 100.0% 100.0% 100.0%

2.7% 3.4% 5.7%

12.0 (94.5) 218.0

63 (352.6) 1012

For more information on a discussion of EBITDA and Adjusted EBITDA by segment for the years ended
December 31, 2016, 2017 and 2018, see “Selected Financial and Operating Information—Non-IFRS
Financial Information and APMs”.

The table below indicates the percentage of total sales of the Group for the semesters ended June 30, 2019
and 2018:

H1 2019 % of sales H1 2018 % of sales
SPAIN ..o 2,078.6 60.35% 2,235.9 60.40%
Portugal.......ccccovveeiincceees 290.7 8.44% 310.3 8.38%
Brazil ....ocoovviieieence e, 585.7 17.00% 690.8 18.66%
AFGENtING ..o, 489.5 14.21% 464.8 12.56%
TOTAL .ottt 3,4445 100.00% 3,701.80 100.00%

The table below sets forth the Group’s EBITDA and Adjusted EBITDA for semesters ended June 30
2018 and 2019, which has been included for information purposes and to supplement the APMs used by
the Group on a recurring basis and described in this Prospectus.

5.8%

237.6

128.7
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Spain Portugal Argentina Brazil DIA GROUP

June 2019  June 2018 June 2019 June 2018 June 2019 June 2018 June 2019  June 2018  June 2019 June 2018

Sales......... 2,078.6 2,235.9 290.7 310.3 489.5 464.8 585.7 690.8 3,444.5 3,701.8

As a

percenta

ge of 60.3% 60.4% 8.4% 8.4% 14.2% 12.6% 17.0% 18.7% 100.0% 100.0%
total

sales

Adi.
EBITDA... 18.1 149.6 32 12.9 5.8 14.0 (82.7) 205  (55.6) 206.0

EBITDA... 64.6 109.0 15.7 6.7 (3.5) (1.9) (63.3) 29.2 135 143.0

As a
percentag
e of
EBITDA

478.5% 76.2% 116.3% 4.7% -25.9% -1.3% -468.9% 20.4% 100.0% 100.0%

As a
percenta
ge of
sales

3.1% 4.9% 5.4% 2.2% -0.7% -0.4% -10.8% 4.2% 0.4% 3.9%

Results

from

operating

activities ... (130.3) 29.7 (6.5) (8.1) (36.0) (14.8) (142.3) 8.3 (315.0) 15.1

Net
Profit (226.8) @.7) (8.5) 9.1) (19.2) (16.9) (164.2) 11 (418.7) (29.6)

Spain
Overview

The Spanish grocery retail market is relatively flat, but it is expected to grow approximately 1% annually
in the short-term. However, growth in the number of stores and total surface area in the last ten years has
rendered it an increasingly competitive market where customers demand proximity and convenience, as
well as a fresher product mix at competitive prices. Once in the store, consumers in Spain tend to choose
the cheapest brand, which has led to a rapid penetration of private label products in the Spanish grocery
market, which accounted for 34.4% of market value in 2017. Private label penetration rates vary across
categories, with home care products accounting for approximately 47.7% of market share and packaged
foods for 34.2% in 2018 (Source: Kantar WorldPanel). For more information see, “Industry and Market
Overview —Spanish Market .

The Group is the third largest grocery retailer in Spain with 7.5% of market share in 2018 (Source: Kantar
Worldpanel), driven by large household penetration (64.9%). In addition, the Group has the highest
surface share among all competitors in small villages where it is able to leverage its franchise model. The
Group also had the largest store network in the market in 2018 (Source: Alimarket; Company data for
DIA).
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The table below sets out key metrics regarding the Group’s business and performance in Spain for the
semester ended June 30, 2019, and years 2018, 2017 and 2016:

2017 2016
Spain H1-2019 H1-2018 2018 (Restated) (Restated)
SAIES (€ M) ..ot e 2,078.6 2,235.9 4,280.5 44419 4,672.1
Number of employees (yearly average).........c.ccoceeevevnnnne. 24,410 23,929 26,693 26,035 25,484
Profit/(loss) for the period (€ M) .....ccccvieiiiiiiniiire (226.8) 4.7 (321.5) 934 129.6
Profit/(loss) margin for the period (%6) .......cccoeovvervrererinnnene. -10.9% -0.2% -7.5% 2.1% 2.8%
EBITDA ...ttt 64.6 109.0 169.1 294.0 338.4
Adjusted EBITDA (€ M)D ... 18.1 149.6 251.0 346.9 387.1
Adjusted EBITDA margin® (%0) .......cccocveververseererseernns 0.9% 6.7% 5.9% 7.8% 8.3%

@ For more information see: “Selected Financial and Operating Information—Non-IFRS Financial Information and APMs”.

Store Network

As at June 30, 2019, the Group had the broadest store network in Spain with 4,369 stores (including
Clarel), of which 42.6% were franchises.

During 2018, there were 62 new openings, 85 closures and 150 stores converted from CO-CO to CO-FO.
As of June 30, 2019, there were 6 new openings (and 2 additional Clarel store openings, amounting to 8
new openings in Spain) and 319 closures (and 4 additional Clarel store closures) and 222 stores converted
from CO-CO to CO-FO.

Store Format

The Group has four store formats in Spain with varying characteristics but a unified focus on, fresh
offering and convenience through its capillarity and proximity format:

(i) DIA. This store format operates under two different banners: DIA Market and DIA Maxi.

(@)  DIA Market. These stores are primarily located in cities and are part of the most widespread
format in the Group’s entire store network. With 1,986 stores as at June 30, 2019, DIA
Market stores present customers with a wide choice of high quality products at good value.

As at December 31, 2018, DIA Market stores had an average area in Spain of 341m?2. In
terms of product offering, in 2018, private label sales in DIA Market stores represented
49.3% of total sales and fresh products accounted for 19.8% of total sales, an increase from
18.3% in 2017 (restated) and 16.5% in 2016 (restated), in line with the Group’s increased
focus on fresh food.

(b)  DIA Maxi. These stores are similar to DIA Market stores, but with a parking lot and usually
located in suburban areas. The Group had 604 such stores as at June 30, 2019.

As at December 31, 2018, DIA Maxi stores had an average area in Spain of 750m?2. In
terms of product offering, in 2018, private label sales in DIA Maxi stores represented
51.2% of total sales and fresh products accounted for 21.6% of total sales, an increase from
19.6% in 2017 (restated) and 18.9% in 2016 (restated).

(i)  La Plaza de DIA. La Plaza de DIA is a premium supermarket concept based on the convenience
model with a strong focus on fresh products. As at June 30, 2019, the Group had 273 stores.
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As at December 31, 2018 the La Plaza de DIA stores had an average area in Spain of 781m2. In
terms of product offering, in 2018, private label sales accounted for 30.9% of total sales and fresh
products accounted for 34.4% of total sales.

(iii)  DIA & Go. This store format was launched in 2018 under a high-convenience model that focuses
on packaged food, fresh and ready-to-eat. As at June 30, 2019, the Group had 96 stores.

As at December 31, 2018 the DIA & Go stores had an average area in Spain of 386m?. In terms of
product offering, in 2018, private label sales accounted for 39.7% of total sales and fresh products
accounted for 27.8% of total sales.

(iv)  Clarel. Clarel is a new store concept whose target is to become the benchmark neighborhood store
for shoppers looking to buy beauty, household and personal care items. As at June 30, 2019, Spain
had 1,208 Clarel stores.

As at June 30, 2019 the Clarel stores had an average area in Spain of 167.4m? (including only the
sales area of the stores).

In addition to the above, Max Descuento (Cash & Carry) is the last store format, which the Group expects
to sale or liquidate during year 2019. For further information see “Non-Current Assets Held for Sale and
Discontinued Operations”.

Operating Model

Spain H1 2019 2018 2017
NUMDEE OF SEOFES......vvivvcveieieeceeeee ettt ettt es s s nesenenenen 4,369 3,474 3,497
(@ O © TSR 2,506 1,603 1,473
CO-FO /T FOROQ ..ottt sttt sttt sttt 1,863 1,871 2,024

) H1 2019 includes 1,208 Clarel stores in Spain, which they were not included in FY 2018. In FY 2018, Spain had 1,200 Clarel
stores.

Spain® H12019 2018 2017

NUMDEE OF SEOTES .....vvvcvvceceeiee ettt eae s 3,161¢2 3,4749) 3,497

¢ Chart without including Clarel stores in Spain for H1 2019, FY 2018 and FY 2017.

2 To calculate this number, please note that 1,208 Clarel stores shall be deducted to the 4,369 stores in H1 2019 (including Clarel
stores).

3 To calculate this number, please note that (i) the 319 closures in Spain (without taking into account the 4 Clarel stores closed in
H1 2019) shall be added to the 3,161 stores in H1 2019; and (ii) the 6 new openings in Spain during H1 2019 (without taking into
account the 2 Clarel stores openings) shall be deducted to the 3,480 number resulting from the addition of the 319 closures to the
3,169 stores. All of the foregoing, amounts to 3,474 stores.

Product Offering

As at December 31, 2018, the Group’s product offering included 2,346 different brands (Dia, Delicious,
Vital, AS, Bonté, Baby Smile, Junior Smile and Basic and approximately 3,157 private label SKUs.
During year 2018, private label products accounted for 46.6% of total sales, 11.5% of which were non-
food products and 88.5% food products. National brand fresh products represented 7.6% of total sales
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Loyalty Program

The Group operates a loyalty program, “ClubDIA”, which grants exclusive discounts and promotions to
card-holders. As at June 30, 2019, the Group had approximately 7.45 million active ClubDIA loyalty
cards in Spain and 67.3% of total sales in Spain in 2018 were made using the loyalty card.

Logistics and Suppliers

As at June 30, 2019, the Group had 21 warehouses strategically located throughout Spain, and
approximately 1,358 suppliers for its Spanish store network. For the semester ended June 30, 2019,
Spain’s largest 20 suppliers accounted for 30.0% of the purchase volume in euros in Spain.

The table below lists the Group’s warehouses located in Spain as at June 30, 2019, identifying their type,
the number of stores they serve, number of daily packages, fleet trucks flow and surface area:

Stores Daily Fleet trucks
Warehouse Type served Packages flow Surface (m?)
Getafe Flow 250 124,966 55 32,323
Mejorada Flow 218 84,581 35 18,477
Sabadell Flow 361 101,763 55 30,729
Manises Crossdocking 53 13,556 23 16,200
Dos Hermanas Flow 205 71,683 35 30,625
Antequera Flow 146 64,799 29 18,020
Orihuela Flow 190 66,909 30 18,500
Mérida Flow 199 68,339 39 17,450
Arroyomolinos Flow 205 84,113 34 18,172
El Puerto Flow 95 37,818 16 18,335
Almeria Crossdocking 50 24,200 18 9,010
Villanueva Flow 272 85,908 68 28,456
Villanubla Flow 174 84,842 54 20,700
Santiago Flow 192 50,096 34 23,000
Miranda Flow 188 73,926 47 21,720
Jaén Flow 147 60,938 38 17,670
Granada Crossdocking 94 35,528 26 16,000
Lebn Crossdocking 56 22,950 13 7,500
Azuqueca Central 3,486 90,380 44 28,750
Almunia Flow + Central SCH 1,755 48,707 12 14,176
Torredembarra Flow 633 30,724 23 9,533
Portugal
Overview

The Group operates in Portugal under the Minipreco banner and was the sixth largest grocery retailer in
the country with 5.3% of market share in 2018 (Source: IGD).

The table below sets out key metrics regarding the Group’s business and performance in Portugal for the
semester ended on June 30, 2019 and the years ended December 31, 2018, 2017 and 2016:

2017 2016
Portugal 2019-H1 2018 - H1 2018 (Restated)  (Restated)
SAIES (€ M) .o 290.7 310.3 628.6 663.1 669.3
Number of employees (yearly average).........c.cccevevrvenennne 3,476 3,481 3,424 3,761 3,772
Profit/(loss) for the period (€ M) .......cccceovviiiinniiiie (8.5) 9.1) (13.6) 9.8 59
Profit/(loss) margin for the period (%0) ........cccooereeerernennencne -2.9% -2.9% -2.2% 1.5% 0.9%

EBITDA ..o 15.7 6.7 20.3 40.5 39.3



Adjusted EBITDA (€ M)® ...ooiiiiiicceeceeceece e 3.2 12.9 30.1 422 45.3
Adjusted EBITDA margin (%6)® .......cccccoevververrerererennns 1.1% 4.2% 4.8% 6.4% 6.8%

@ For more information see: “Selected Financial and Operating Information—Non-IFRS Financial Information and APMs ”.

Store Network

In Portugal, the Group operates under the “Minipreco” name and logo. The Group’s Portuguese stores are
located primarily in the two most densely-populated areas in Portugal around Lisbon and Porto,
representing 45% of the total store network and from where the Group’s activity in Portugal is
administered. The Group’s presence, however, spans across the entire Portuguese territory with 592 stores
as at June 30, 2019, of which 49.8% were franchises.

During 2018, there were 12 new openings, 26 closures and 61 stores converted from CO-CO to CO-FO.
As of June 30, 2019, 1 new opening, 12 closures and 11 stores converted from CO-CO to CO-FO.

Store Format
The Group has three store formats in Portugal that track closely the store formats in Spain.

Q) Minipreco. This format operates under three different banners: Minipreco Market and Miniprego
Family.

@) Minipreco Market. These stores are the Portuguese equivalent of DIA Market stores in
Spain in that they present customers with a wide choice of high quality products at good
value, are primarily focused on the stock-up mission and are located in cities. As at June
30, 2019, the Group had 411 stores.

As at December 31, 2018, Minipreco Market stores had an average area of 299m?. In terms
of product offering, in 2018, private label sales in Minipreco Market stores accounted for
46.9% of total sales and fresh products accounted for 20.1% of total sales.

(b)  Minipreco Family. These stores are the Portuguese equivalent of DIA Maxi stores in Spain
in that they are predominantly located in suburban areas. As at June 30, 2019, the Group
had 110 stores.

As at December 31, 2018, Minipreco Family stores had an average area of 757m2. In terms
of product offering, in 2018, private label sales in Minipreco Family stores accounted for
44.0% of total sales and fresh products accounted for 22.6% of total sales.

(i) Minipreco Express and Miniprego Barrio. These high-convenience stores are the Portuguese
equivalent of DIA & Go stores in Spain. As at June 30, 2019, the Group had 71 stores.

As at December 31, 2018, Minipreco Express and Minipreco Barrio had an average area of 363m?,
in cities and large towns. In terms of product offering, in 2018, private label sales in Miniprego
Express and Minipreco Barrio stores accounted for 46.2% of total sales and fresh products
accounted for 25.6% of total sales. The Miniprego Barrio stores are located in more residential
areas where the customers are more loyal than in the Miniprego Express stores, located in more
touristic areas.

(iii)  Clarel. Clarel is a new store concept whose target is to become the benchmark neighborhood store
for shoppers looking to buy beauty, household and personal care items. As at June 30, 2019,
Portugal had 71 Clarel stores.
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Operating Model

Portugal H1 20190 2018 2017
NUmber of SEOresS ... 592 532 559
CO-CO s 297 223 262
CO-FO/FOFO ..ottt 295 309 297

() H1 2019 includes 71 Clarel stores in Portugal, which they were not included in FY 2018. In FY 2018, Portugal also had 71
Clarel stores.

Portugal H1 2019 2018 2017

NUmMber of STOreS .........covvvvieiicceeceece e 521 532 559

) Chart without including Clarel stores in Portugal for H1 2019, FY 2018 and FY 2017.

Product Offering

As at December 31, 2018, the Group’s product offering included 979 different brands and approximately
1,461 private label SKUs. During year 2018, private label products accounted for 51% of total sales
which represent a private label penetration rate above the market average, 16.1% of which were non-food
products and 83.9% food products. National brand fresh products represented 20.6% of total sales.

Loyalty Program

As at June 30, 2019, the Group had over 1.5 million active loyalty cards in Portugal and 65.7% of total
sales in the country in 2018 were made using the loyalty card.

Logistics and Suppliers

As at June 30, 2019, the Group had three warehouses in Portugal, with a total surface area of
approximately 75,635m?, and approximately 697 suppliers for its Portuguese store network. For the
semester ended June 30, 2019, Portugal’s largest 20 suppliers accounted for 37.57% of the purchase
volume in euros in Portugal.

The table below lists the Group’s warehouses located in Portugal as at June 30, 2019, identifying their
type, the number of stores they serve, number of daily packages, fleet trucks flow and surface area.

Stores Daily Fleet trucks
Warehouse Type served packages flow Surface (m?)
201 — Alverca Flow 252 107,097 60 25,110
203 — Valongo Flow 191 80,527 38 24,627
206 — Torres Novas Flow+Central 637 56,115 28 25,898
Brazil
Overview

Brazil suffered an economic recession between 2015 and 2017, which negatively impacted consumer
confidence and general consumption levels. The Brazilian grocery channel distribution has also
experienced significant changes, with hypermarkets and supermarkets losing share to cash & carry, but
convenience models remain relevant for daily and weekly purchases (Source: Planet Retail).

Specialized retailers currently have a strong presence in Brazil but have been and are expected to continue
losing share to organized retailers.
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The table below sets out key metrics regarding the Group’s business and performance in Brazil for the
semester ended June 30, 2019 and the years ended December 31, 2018, 2017 and 2016:

2017 2016

Brazil H1 2019 H1 2018 2018 (Restated)  (Restated)
SAIES (€ M) ..o 585.7 690.8 1,409.1 1,721.1 1,610.5
Number of employees (yearly average)...........cccccoevnnuee. 8,358 7,935 7,874 7,986 7,118
Profit/(loss) for the period (€ M) .......cccooveverinnncieinins (164.2) 11 (5.6) 20.1 6.3
Profit/(loss) margin for the period (%) ........cccooeveevienerennns -28.0% 0.2% -0.4% 1.2% 0.4%
EBITDA ..o (63.3) 29.2 51.0 78.6 44.1
Adjusted EBITDA (€ M)® .......vveiorereeeereeeesnereeen (82.7) 29.5 54.0 70.5 49.8
Adjusted EBITDA margin (%6)® .......cccccoveververvierenennns -14.1% 4.3% 3.8% 4.1% 3.1%

@ For more information see: “Selected Financial and Operating Information—Non-IFRS Financial Information and APMs "

Store Network

The Group has consistently expanded its geographic footprint in Brazil since the opening of its first store
in 2001 in S&o Paulo. It expanded to Ribeirdo Preto in 2007, to Porto Alegre in 2011, Minas Gerais in
2013 and Bahia in 2014.

During 2018, there were 157 new openings, 100 closures and 95 stores converted from CO-CO to CO-
FO. As of June 30, 2019 there were 23 new openings, 297 closures and 52 stores converted from CO-CO
to CO-FO.

As at June 30, 2019, the Group had a total of 898 stores in Brazil, of which 43.0% were franchises. The
Group’s stores are primarily concentrated in the city of S&o Paulo where the Group enjoys strong
capillarity.

Store Format

The Group has three store formats in Brazil, inspired by the corresponding Spanish and Portuguese store
formats:

(i) DIA. This format operates under two banners: DIA Market and DIA Maxi.
@ DIA Market. As at June 30, 2019, the Group had 588 stores.

As at December 31, 2018, DIA Market stores had an average area of 374m?. In terms of
product offering, in 2018, private label sales in DIA Market stores accounted for 30.4% of
total sales and fresh products accounted for 7.6% of total sales. DIA Market stores are
located in city centers, have parking lots and also incorporate next meal offerings.

(b)  DIA Maxi. As at June 30, 2019, the Group had 304 stores.

As at December 31, 2018, DIA Maxi stores had an average area of 580m?2. In terms of
product offering, in 2018, private label sales in DIA Maxi stores accounted for 27.3% of total
sales and fresh products accounted for 8.9% of total sales. DIA Maxi stores are located
primarily in suburban areas.

(i) Meu DIA: These stores are the Brazilian equivalent of DIA & Go stores in Spain. As at June 30,
2019, the Group had 6 stores.
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As at December 31, 2018, Meu DIA had an average area of 283m?. In terms of product offering, in
2018, private label sales in Meu DIA stores accounted for 20.1% of total sales and fresh products
accounted for 17.9% of total sales.

Operating Model

Brazil H1 2019 2018 2017
NUMDBEr Of STOrES.....cvciviciceicce e 898 1,172 1,115
CO-CO e 512 486 424
CO-FO/FOFO ..ottt 386 686 761

As at December 31, 2018, 62% of stores in S&o Paulo were franchises, compared to 33.9% in Rio Grande,
40% in Minas Gerais and 100% in Bahia.

Product Offering

As at December 31, 2018, the Group’s product offering included 982 different brands and approximately
877 private label SKUs. During 2018, the Group’s private label sales accounted for over 30.4% of the
Group’s total private label sales in Brazil, 20.8% of which were non-food products and 79.36% food
products of which 7.1% were fresh. National brand fresh products represented 6.16% of total sales.

Loyalty Program
As at June 30, 2019, the Group had over 8 million active loyalty cards in Brazil.
Logistics and Suppliers

As of June 30, 2019 the Group had seven warehouses in Brazil, and approximately 592 suppliers for its
Brazilian store network. For semester ended June 30, 2019, Brazil’s largest 20 suppliers accounted for
45% of the purchase volume in euros in Brazil.

The table below lists the Group’s warehouses located in Brazil as at June 30, 2019, identifying their type,
the number of stores they serve, number of daily packages, fleet trucks flow and surface area:

Fleet trucks

Warehouse Type Stores served Daily Packages flow Surface (m?)
Anhanguera Flow 207 92,000 61 23,220
Americana Flow 171 82,000 48 25,032
Ribeirao Preto Flow 95 42,000 24 16,280
Contagem Flow 81 27,000 19 22,566
Maua Flow 240 112,000 68 24,848
Nova Santa Rita  Flow 90 30,000 20 26,824
Argentina
Overview

Argentina is a volatile market with high inflation and strong currency devaluation, which negatively
affects consumer purchasing power and confidence. High nominal rates and uncertainty about real rates
makes financing challenging, impacting the ability of companies to finance growth. Moreover, the rise of
informal players has modified the competitive landscape such that informal players are relevant
competitors in the proximity market. Similar to Brazil, the organized market is dominated by international
players and the Group is one of two of the largest players who have outperformed their competitors from
2014-2017 (Source: Planet Retail). As of June 30, 2019 the Group has the largest store network in
Argentina with 950 points of sale.
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The Group has established a successful business model in the country, primarily concentrated in and
around Buenos Aires, where it is considered the number one grocery store brand in Argentina. During
2018, sales grew by 32.6% in local currency and including IAS 29, and the number of stores increased
steadily, further strengthening the Group’s high capillarity around Buenos Aires, where 86% of its stores
are located. As a result, sales density and profitability tend to be higher in and around the city of Buenos
Aires, where the Group also enjoys brand awareness and lower logistics costs.

The table below sets out key metrics regarding the Group’s business and performance in Argentina for the
semester ended June 30, 2019 and the years ended December 31, 2018, 2017 and 2016:

2017 2016

Argentina H1 2019 H1 2018 2018 (Restated)  (Restated)
SA1ES (€ M) ..o 489.5 464.8 970.6 1,391.6 1,311.0
Number of employees (yearly average)...........ccccccevrveneee. 4,001 4,139 4,163 4,301 4,404
Profit/(loss) for the period (€ M) ......cccovvvcenniciiciiienns (19.2) (16.9) (8.5) 0.7) 2.7
Profit/(loss) margin for the period (%6) ........ccccovvviirvrinnne. -3.9% -3.6% -0.9% -0.1% 0.2%
=3[0 (3.5) (1.9) 5.7 57.9 56.7
Adjusted EBITDA (€ M)D ..o 5.8 14.0 2.8 58.9 59.1
Adjusted EBITDA margin (%)% .......ccoovevererreriierennn. 1.2% 3.0% 0.3% 4.2% 4.5%

@ For more information see: “Selected Financial and Operating Information—Non-IFRS Financial Information and APMs ”.

Store Network

The Group opened its first Latin American store in Argentina in 1997. As at June 30, 2019, the Group had
a total of 950 stores in Argentina, of which 68% were franchises.

During 2018, there were 94 new openings, 45 closures and 69 stores converted from CO-CO to CO-FO.
As of June 30, 2019, there were 2 new openings, 31 closures and 5 stores converted from CO-CO to CO-
FO.

Store Format

The Group has one store format, DIA, operating under two banners in Argentina inspired by the
corresponding Spanish store format.

(i) DIA Market. These stores present customers with a wide choice of high quality products at good
value, are primarily focused on the stock-up mission and are located around city centers. As at
June 30, 2019, the Group had 832 stores.

As at December 31, 2018, DIA Market stores had an average area of 219m?2. In terms of product
offering, in 2018, private label sales in DIA Market stores accounted for 40.1% of total sales and
fresh products accounted for 5.7% of total sales.

(i)  DIA Maxi. As at June 30, 2019, the Group had 118 stores.

As at December 31, 2018, DIA Maxi stores had an average area of 642m2. In terms of product
offering, in 2018, private label sales in DIA Maxi stores accounted for 27.3% of total sales and
fresh products accounted for 8.9% of total sales. These stores are normally larger than DIA Market
stores and located in suburban areas.
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Operating Model

Argentina H1 2019 2018 2017
NUMDBEr Of STOFES ......ocviiiciecccie e 950 953 930
(@ 2 O SRS 304 298 303
CO-FO/FOFO ...ttt 646 655 627

Product Offering

In 2018, the Group’s product offering included 771 different brands and approximately 906 private label
SKUs. During that year, private label products accounted for 39% of total sales, 17.2% of which were
non-food products and 82.8% food products of which 6.19% were fresh.

Loyalty Program
As at June 30, 2019, the Group had 4.93 million active loyalty cards in Argentina.
Logistics and Suppliers

As of June 30, 2018, the Group had five warehouses in Argentina, and approximately 455 suppliers for its
Argentinian store network. For the semester ended June 30, 2019, Argentina’s largest 20 suppliers
accounted for 45% of the purchase volume in euros in Argentina.

The table below lists the Group’s warehouses located in Argentina as at June 30, 2018, identifying their
type, the number of stores they serve, number of daily packages, fleet trucks flow and surface area:

Fleet trucks

Warehouse Type Stores served Daily Packages flow Surface (m?)
Vicente Lopez Flow 343 86,753 56 17,600
Burzaco Flow 246 85,800 56 19,730
Parana Flow 100 35,382 24 20,364
Tortuguitas Flow 204 78,353 56 24,996
Tortuguitas CTL  Central - 32,726 26 !

Stores

As at the date of this Prospectus, the Group has an extensive network of 6,809 stores that it operates under
three different formats designed to provide shoppers with a broad range of products according to their
shopping needs and preferences. The DIA format is operated under three main banners in Spain: DIA
Market and DIA Maxi, with minor variations in the other regions in which the Group operates. The other
two formats are La Plaza de DIA, which is only available in Spain, and DIA & Go, which has regional
variations in the jurisdictions in which the Group operates. The Group intended to close underperforming
stores during 2019, and, as of June 30, 2019, 663 stores have already been closed. Of said stores, (i) 323
were located in Spain; (ii) 12 in Portugal; (iii) 297 in Brazil; and (iv) 31 in Argentina. For further
information see “Non-current assets impairment test results”.

In addition to the above, around 230 franchised stores are expected to be closed for the second semester
of 2019 and year 2020. For further information see “Risk Factors - The value of the Group’s property,
plant and equipment, goodwill, tangible assets and other intangible assets may further decline in the
future”.

DIA / Minipreco

The Group’s DIA/Minipreco store format is subdivided into the following sub-formats: DIA Market,
which is primarily located in urban areas, and DIA Maxi, which is primarily located in suburban areas.
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DIA Market / Minipreco

DIA Market is DIA’s neighborhood store format based on a convenience model. These stores are
generally located in close proximity to customers and are highly adaptable to meet the specific needs of
local demand. DIA Market stores in Spain have an average surface area of 341m? and offer a selection of
approximately 2,800 products at competitive prices as at December 31, 2018. Red is the predominant
color for the exterior of DIA Market stores, with glass fagades that allow natural light in to brighten the
interior. In addition, all the stores have a LED screen that displays daily specials and information about
the establishment.

DIA Market is the most widespread format in the Group’s entire retail network and it is constantly being
renewed and adapted to customers’ needs. Minipreco Market is the equivalent of DIA Market in Portugal.
Together, as at June 30, 2019, there were 3,823 stores primarily located in Spain, Argentina, Brazil and
Portugal representing 56.16% of total stores. In order to enhance the customer shopping experience, DIA
Market stores have expanded the range of products offered in line with daily shopping needs. In addition
to the traditional offering of packaged foods and household products, DIA Markets have deepened its
offering in fresh produce, meat, fish, frozen foods, deli, bakery and dairy products and have incorporated
a dedicated space for hygiene, cosmetic and perfumery products.

DIA Maxi / Minipreco Family

DIA Maxi stores in Spain have an average surface area of 750m?2. As at December 31, 2018, DIA Maxi
offers a selection of approximately 3,500 products. To supplement their product offering, DIA Maxi
stores offer items such as rotisserie chicken, along with a large fresh section to emphasize the Group’s
commitment to fresh food products in line with general customer preferences. Many of these stores,
particularly in Spain and Portugal, include fresh fish, meat and deli counters.

Minipreco Family is the equivalent of DIA Maxi in Portugal. Together, as at June 30, 2019, there were
1,136 DIA Maxi stores primarily located in Spain, Brazil, Portugal and Argentina representing 16.68% of
total stores.

La Plaza de DIA
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La Plaza de DIA is a premium supermarket concept based on the convenience model with a strong focus
on fresh food. This store format has an average surface area of 700 to 800m? and offers a selection of
approximately 7,500 products, including a wide range of packaged foods, fresh goods and assisted
counters for fish, deli and meat. The Group’s private-labels, such as Dia, Delicious, Vital, Bonté, Basic
and AS, are prominently displayed in La Plaza de DIA format stores. As at June 30, 2019, there were 273
establishments scattered across Spain. This number includes stores that were previously operated under
the EI Arbol banner and that were transformed into La Plaza de DIA establishments between 2015 and
2017.

In addition to its product offering, La Plaza de DIA offers a 2% discount to large families (familias
numerosas) and an online shopping platform through Amazon Prime Now in Madrid, Barcelona and
Valencia with delivery within 2 hours.

DIA & Go / Miniprego Express / Meu DIA

NN
LN

The Group launched a new store model in Spain in 2018 called DIA & Go. This store format has an
average surface area of 386 m? and offers a selection of approximately 3,800 products, including a wide
range of packaged foods, fresh goods and take-away options. DIA & Go has a sleek, modern design and
logo that targets young urban shoppers. DIA & Go is present in Madrid, Bilbao, Jaen, Valencia, Seville,
Zaragoza, Barcelona, Salamanca, Valladolid, Leon, Logrofio, Gijon, Burgos, and Huesca. As of June 30,
2019, there are 96 DIA & Go stores in Spain.

DIA & Go offers a different product range compared to typical DIA stores including coffee and tea, fresh
orange juice, take-away food combination options consisting of sandwiches, drinks, and appetizers,
rotisserie chicken and assortments of baked breads and pastries. These locations also offer fresh produce
and charcuterie. DIA & Go’s high convenience proposition caters to convenience, “on-the-go” and “next-
meal” shoppers.

The Minipreco Express banner was launched in 2017 in Portugal and is similarly based on the concept of
high convenience. More than 40 stores in this traditional convenience format have been remodeled in the
last two years to place a greater emphasis on fresh food along with meat and deli counters, a cafeteria,
takeaway areas and roast chicken stands.

Minipreco Express stores are located in densely-populated urban areas. These new stores, which also
changed their original green color to yellow, offer juicing machines (where customers can prepare their
own juice), instant coffee machines, hot soup dispensers, an area with takeaway food, fridges with cold
drinks, and a greater presence of the Delicious gourmet product range and regional Portuguese products.
The equivalent of these stores in more residential neighborhoods is Miniprego Barrio.

The Meu DIA banner was launched in 2018 in Brazil and is the equivalent of Minipre¢o Express and DIA
& Go in that market.

Clarel

Clarel is a new store concept designed to become the benchmark neighborhood store for shoppers looking
to buy health, beauty, household and personal care items. Clarel is the fruit of the acquisition of the
Schlecker stores in Spain and Portugal. These stores are in the process of being refurbished and
rebranded. The Clarel store image is more modern and more neighborhood in feel.
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Clarel is present in Spain and Portugal, and, as of June 30, 2019, there are 1,279 Clarel stores.
Stock-Up

“Stock-Up” is characterized by customers shopping to fill the cupboard with products across various
categories, mainly packaged, cleaning, and personal hygiene products. Stock-Up shoppers look for good
quality private label products at low prices and promotions to fulfill most of their shopping needs in a
single trip to the store. While the Group’s current strengths are in Stock-Up, its intention is to remain
relevant in this mission through DIA Maxi but focus its efforts on the other two missions given their
growth potential and the low level of shopper engagement associated with the Stock-Up mission which is
largely seen as a chore.

Next Meal

The “Next Meal” mission is concentrated in high-density areas and characterized by customers looking
for proximity and convenience when shopping for their dinner that night or food for the next few days.
Their focus is therefore on quality, variety and price, with a strong preference for fresh and ready-to-eat
products. These customers also look for a modern and innovative environment with which they can build
a connection.

On-the-Go

At the extreme opposite of the shopping planning spectrum from Stock-Up, the “On-the-Go” mission is
characterized by shoppers who seek fresh, healthy and ready-to-go-food such as coffee, juice,
sandwiches, fast food and ready-to-eat meals in convenient and innovative environments. This particular
mission is growing fast, and the Group intends to capitalize on this growth and build on the success of its
DIA & Go format to incubate and capture future market share. It plans to achieve this by expanding the
network of DIA & Go stores but retaining certain flexibility to adapt its format, offering and image to the
specific location it serves.

Product Offering
Food and Non-food products

The Group targets a broad range of customers by offering a variety of food and non-food products with
excellent quality at different price points. The Group’s food product offering includes, but is not limited
to: produce, pre-packaged foods, grocery, meat and poultry, seafood, cured-meats and baked goods. Its
non-food offering includes a range of household, hygiene and beauty products. In the semester ended
June 30, 2019, food products accounted for 83.49% of the Group’s sales.

The Group’s goal is to offer a wide range of products from which customers can choose, considering their
tastes, values, or needs. To this end, the shelves in the Group’s physical and virtual stores are increasingly
stocked with gluten-free, lactose-free, organic and Fair-Trade products, along with healthy and gourmet
items. In addition, as part of its current focus on fresh products as a key differentiator, the Group is in the
process of increasing the assortment and prominence of fresh products in its stores.

The Group’s four most popular product categories in 2018 were sweet food products, beverages, savory
foods (e.g. snacks) and refrigerated goods. This selection of product categories is common to all segments
of the Group, with sweet food products being the most popular one in all four jurisdictions.

In addition to its traditional product offering, the Group has developed a selection of food solutions that it
markets through its store network. These solutions include ready-to-eat meals, such as salads, on-the-go
food, rotisserie chicken and grilled ribs, as well as coffee and orange juice self-service stations. The most
popular fresh products in 2018 were hot bread, bananas, potatoes, sliced products, tomatoes and
whitefish.
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Private Label

The Group’s product offering of food and non-food products is carried out through a combination of own
private label and national brands. The Group’s private label brands are present in all the countries in
which it operates and represent a high percentage of total sales across the board, accounting for 42.83% of
the Group’s total sales, 48.08% of total sales in Spain, 48.72% in Portugal, 29.83% in Brazil and 40.50%
in Argentina for the semester ended June 30, 2019. In addition, as at June 30, 2019, the Group had over
6,660 different products under the following private label brands:

DIA. This has been the Group’s traditional brand for over 30 years. With over 4,417 items, it
encompasses all the mass-consumption product categories.

Bonté. This brand specializes in personal care products and perfumes. It includes more than 700
items.

Delicious. This is the Group’s premium label with the highest added value for the Group. It
includes approximately 250 items.

Basic Cosmetics. This is the make-up and decorative cosmetics brand. It includes approximately
230 items.

BabySmile and JuniorSmile. This brand specializes in baby and child care products. It includes
more than 110 items.

As. This brand specializes in pet care and pet food. It includes more than 110 items.

Vital. This is the most recent brand developed by the Group. It specializes in healthy nutrition
and includes more than 130 items.

In order to simplify its relationship with private label suppliers and engage directly with them without
intermediaries, the Group and Casino have decided to terminate their CD Supply Innovation joint venture,
which was established in 2017 in order to arrange the purchase of their respective private label products
directly with suppliers. As a consequence, CD Supply Innovation will be liquidated.

National Brands

In 2018, the Group offered approximately 7,500 different national brand products across its store
network, which it sourced primarily from local suppliers. During the same year, national brands
accounted for 58% of total sales.

The Group has negotiated its international services with main national brand suppliers through ICDC
Services, the joint venture created in conjunction with Casino Group in 2015 in Switzerland. In order to
give more value to these services, the Group joined the new generation Horizon International Service
platform in 2018. This new joint venture set up by Auchan, Metro, Casino and the Group was created on
February 15, 2019 and negotiates on behalf of its shareholders, on international services with main
national brands suppliers.

Purchase payments financing

The Group supports some of the purchases made at its Spanish stores by providing credit to customers
through its loyalty ClubDIA card through Finandia, S.A. As at December 31, 2018, the Group had
approximately 55,017 active ClubDIA loyalty cards that used the purchase payment financing service.
The payments made through Finandia during the year ended December 31, 2018 were €64.9 million,
representing 2.5% of DIA Spain’s in store and online sales.

Cash withdrawals at Stores

The Group offers customers the ability to withdraw cash in-store with their mobile phones. This service
has been available since 2016 across the Spanish store network in partnership with ING Bank for
customers who make purchases in the stores. Pursuant to this service, customers are able to withdraw
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between €20 and €150 per transaction and up to €1,000 per month through an ING mobile app called
Twyp Cash.

Money Transfers

The Group offers customers the ability to wire money from the Group’s stores. This service has been
available since 2017 across 2,641 stores in Spain in partnership with Ria Money Transfer.

Operations
Store Operating Models

The Group operates stores using two different management models. Under the first model, the Group
operates stores directly and holds ownership of the corresponding property rights, lease agreement or
surface rights. This model is also known as “Company Owned — Company Operated” or “CO-CO”. Under
the second model, however, stores are operated by third parties pursuant to a franchise agreement
whereby the corresponding ownership of the property right, lease agreement or surface right is held by the
franchisee (“FO-FO”, Franchise Owned — Franchise Operated) or the Group (“CO-FO”, Company
Owned — Franchise Operated).

CO-CO

CO-CO is the Group’s historic management model and, therefore, the most widely used across the
Group’s store network. As at June 30, 2019, 53.15% of all stores were organized under this model. The
CO-CO model is strongly established in areas characterized by a high potential of sales to end consumers
and a high concentration of competitors. “DIA Maxi” stores for the most part operate under this “CO-
CO” model, due to their large size, high sales potential and management complexity. The total percentage
of sales attributable to stores operated under the CO-CO model was 65.2% for the semester ended June
30, 2019.

CO-FO and FO-FO

The Group considers the franchise scheme as a fundamental pillar of its business model, as it allows it to
consistently and swiftly expand its store network and operate the stores with a deep knowledge of each
local market and a customer-centric focus. As at June 30, 2019, the Group was the third largest
supermarket company in Spain by market share (Source: Kantar Worldpanel) and the largest franchiser in
the country (Source: Kantar Worldpanel). The Group has also been ranked among the top 25 franchising
companies in the world, according to the international consultancy Franchise Direct’s 2018 Ranking,
which focuses on parameters such as innovation capacity, number of stores, support provided to partners,
and environmental policies, among others.

Although the franchise scheme has grown steadily over the last five years through a combination of new
store openings and transfer of stores previously managed by the Group under the CO-CO model, this
trend has been reversed during the year 2019 due to an increase in the percentage of stores managed
under the CO-CO model. As at June 30, 2019, the Group had 3,190 franchised stores, accounting for
46.85% of the total store network.

By region, during the first semester of 2019, franchises accounted for 42.64% of all stores in Spain,
49.83% in Portugal, 42.98% in Brazil and 68.00% in Argentina.
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The table below indicates the evolution of the number of stores by management model in each of the
countries where the Group was present as at June 30 2019, December 31, 2018 and 2017, and the
variation on the previous year:

H1 20190 VAR 2018 VAR 2017
CO- FO- CO- CO- FO- CO- CO- FO-
CO-CO FO FO Total Total CO FO FO Total Total CO FO FO  Total
Spain ............ 1,480 1,254 427 3,161 -9% 1,603 1,401 470 3,474 -1% 1,473 1,488 536 3,497
Portugal........ 226 211 84 592 2% 223 224 85 532 5% 262 187 110 559
Brazil............ 512 318 68 898 -23% 486 403 283 1,172 5% 424 367 324 1,115
Argentina...... 304 405 241 950 0% 298 405 250 953 5% 303 363 245 911
Paraguay....... 0 0 0 0 0 0 0 26 26 3% 0 0 19 19
TOTAL®..... 2,522 2,188 820  5601® -10%Y 2,610 2,434 1,113 6,157 1% 2,462 2,405 1,234 6,101

@ H1 2019 figures of the chart above do not include Clarel stores, as they were not included in the Audited 2018 Financial
Statements, and, therefore, not included in FY 2018 and 2017 in the chart above.

Franchise Agreement

The Group uses standard franchise agreements for its “CO-FO” and “FO-FO” management models with
similar provisions, including geographical exclusivity and non-compete clauses, minimum orders (a
determined annual volume with a certain assortment), required funding, bank guarantees and monetary
obligations such as royalties and upfront fees. These agreements have minimum terms of one year for
CO-FOs and two years for FO-FOs.

The Group’s franchise model allows the Group to obtain profits from the percentage of sales and from the
difference between the acquisition price of products and the transfer price at which such products are sold
to franchisees; additionally, the Group also obtains revenues from the fees charged to the franchisees for
the know-how, brand assignment and other services provided. The arrangement provides for
recommended price ranges that franchisees cannot exceed. The cost of publicity and promotions are
covered by the Group in order for the franchisees’ profit not to be affected.

“CO-FO” Model

As at June 30, 2019, 39.06% of the total number of Group stores were managed under the CO-FO model.
This model is attractive to franchisees because the Group assumes responsibility for fitting out the
premises, making all the relevant investments and acquiring all the necessary equipment. Following their
establishment, these stores are transferred to the franchisee for management and operation. This model
also provides benefits to the Group, because it transfers the bulk of operating costs such as personnel,
shrinkage, security and general expenses to the franchisee, but retains a portion of the revenues and the
ownership of a potentially strategic point of sale.

“FO-FO” model

As at June 30, 2019, 14.64% of the total number of Group stores were managed under the FO-FO model.
All personnel and operating costs, including establishment opening and improvement costs (investments),
are borne by the franchisee and, as such, do not affect either the profits or statement of financial position
of the Group.

Operation of franchise scheme

The Group has an International Franchise Office responsible for promoting the development of franchises
in all countries and the establishment of the strategic objectives and their implementation in those
countries. In addition, local management in each country is responsible for controlling the franchises
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operating within its territory. In particular, local management in each country is responsible for selecting
candidates to become franchisees, maintaining the relationship and controlling the legal, commercial and
financial risks of each franchise.

In this regard, the Group actively supports the franchisee in the set up and operation of the business. In
particular, it assists franchisees with the following activities:

. Analyze financing resources and needs: preparation of a complete viability study, market studies,
financing plan, provisional operating account and cash plan;

. Search for premises: assistance in finding the best premises for the franchisee;

. Remodeling and equipping premises: for any construction or remodeling the franchisee has
technical assistance from the Group; and

o Ongoing advice and assistance after store opening.

Upon being selected, each franchisee must attend and complete a training program delivered by the
Group regarding management of a DIA franchise business.

Monitoring and Compliance

The Group carries out various types of inspections to certify that franchisees are complying with all
applicable standards. Store supervisors visit stores within their territory at least once per week and fill out
a report form with a checklist. The franchisee is notified of any deficiencies found in the course of these
visits and an action plan is put in place to resolve them. Store standards are also maintained through
monthly internal audits. The audit reports are shared with the directors of each sales center and with the
corresponding operational department in order to establish a plan to address any deficiency and improve
results. Finally, every regional center has a franchise analyst tasked with periodically reviewing key
operational and financial data of franchises to certify that they are operating adequately and in compliance
with the Group’s applicable standards. Issues at this stage are escalated to the store supervisor and retail
manager for their resolution.

Guarantees

As part of its franchise policy, the Group provides financial support to its franchise network in the form of
credits for among others, their initial investment (i.e. initial stock purchase). The business agreements
with franchisees are secured by guarantees provided by franchisees for the benefit of the Group. The
guarantees amounted to €99.6 million as at December 31, 2018, compared to €106.4 million as at
December 31, 2017 (restated). The Group’s total net exposure to franchises in the year ended December
31, 2018 was €106.4 million (compared to €106.2 million as at December 31, 2017). This figure
corresponds to the difference between the guarantees and the credit of €206.1 million (€212.6 million as
at December 31, 2017) that the Group has against the franchisees.

As of June 30, 2019, the guarantees amounted to €98.9 million and the net exposure to franchises
amounted €86.3 million, a decrease of 13.3% compared to December 31, 2018.

This credit risk is highly diversified among the 2,789 franchisees who operated the 3,190 franchised
stores as at June 30, 2019.

Franchisee support programs.

The Group has established several support programs for franchisees to develop a closer relationship with
them, resources to meet their specific needs and contribute to their success based on the franchisee
segmentation. The focus of these programs is to improve the communication between franchisees and the
Group. With this goal in mind, the Group established the Franchise Portal, an online platform where
entrepreneurs can access databases of their own and comparative information and can use the message
servicing system to contact the Group directly.
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The Franchise Portal is used by franchisees in conjunction with regular discussion forums under the series
“Franchise Week” and existing local attention programs, such as “Atencidn al Socio Estratégico” in
Spain, “El Defensor del Franquiciado” in Argentina and “DIA te escuta” in Portugal. Moreover, all of the
countries in which the Group operates publish a newsletter with important information about the Group.
These countries also organize an Integration Day with franchisees.

The “DIA Academy” is a professional training school in Argentina to provide guidance to aspiring
entrepreneurs on how to run a business. In 2017, Brazil set up the “DIA Experts Committee” with a group
of franchisees. The aim of this initiative is to share issues, ideas, and suggestions on which it can
subsequently implement improvement plans.

From an operational perspective, regional centers in Spain have been supplied with a franchise analyst for
their team, in charge of providing franchisees with financial and economic advice, which allows such
franchisees to leverage the profitability of their business. There is also a logistics contact person who
deals with all order requests and any other logistics issues faced by franchisees. Although the Group does
not have a formal commitment to assist franchisees, it has a financing committee that analyzes cases
where franchisees are undergoing financial difficulties to determine whether and how to assist them.

Suppliers

The Group has extensive and well-developed sourcing and supply arrangements for all its products, which
it sources from a mixture of dedicated private label suppliers and national brand suppliers around the
world. Suppliers range in size from large multinational groups, to national suppliers and small local
suppliers.

The Group has a worldwide network of approximately 3,095 suppliers as at June 30, 2019.

As at June 30, 2019, in Spain (i) the largest supplier accounted for 4% of the total purchase volume in
euros; (ii) the top 3 suppliers accounted for 9%; (iii) the top 10 accounted for 21%; and (iv) the top 20
suppliers accounted for 30%.

As at June 30, 2019, in Portugal (i) the largest supplier accounted for 5% of the total purchase volume in
euros; (ii) the top 3 suppliers accounted for 12%; (iii) the top 10 accounted for 26%; and (iv) the top 20
suppliers accounted for 38%.

As at June 30, 2019, in Brazil (i) the largest supplier accounted for 6% of the total purchase volume; (ii)
the top 3 suppliers accounted for 15%; (iii) the top 10 accounted for 30%; and (iv) the top 20 suppliers
accounted for 45%.

As at June 30, 2019, in Argentina (i) the largest supplier accounted for 6% of the total purchase volume in
euros; (ii) the top 3 suppliers accounted for 14%; (iii) the top 10 accounted for 32%; and (iv) the top 20
suppliers accounted for 45%.

As at June 30, 2019, 91% of suppliers in Spain were local suppliers, compared to 56.7% in Portugal, 99%
in Brazil, and 95% in Argentina. The result is a large and diversified supplier base.

The Group typically selects a range of different suppliers for each product category in order to be able to
negotiate competitive prices. When selecting a supplier, the Group generally prefers suppliers that have
their own production, internationally recognized quality certificates, registered trademarks, the capacity to
supply seven days a week and relevant experience of more than one year. Generally, prices of products
are negotiated on an annual basis, however this process varies greatly depending on the specific product
and seasonality, particularly for fresh products where the renegotiation can be on a monthly or weekly
basis. The Group typically enters into standard supply contracts and makes payments in accordance with
the standards established by each country according to the legislation in force.
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Logistics

The Group has developed an effective logistics network, which enables it to operate across a wide
geographic area. The Group manages all its key logistical operations in-house, while outsourcing
transportation operations to third-party providers.

Warehouses and Distribution

As at June 30, 2019, the Group operated 35 warehouses with a combined surface of approximately
711,441m2. The standard warehouse has a surface area of 22,000m?, can accommodate a stock of between
eight and eleven days of sales of products and is designed to maintain each kind of product under
optimum conditions.

The table below sets out the number of warehouses and logistics surface area by segment as at June 30,
2019:

Country Warehouses Surface Area (m?)
SPAIN ettt 21 415,346
POFUGAL ...t e 3 75,635
Brazil .....o.ooieiceceee e 6 138,770
ATGENEING ...ttt 5 81,690
TOTAL GROUP......covuivirieeierisesieeeisssise e 35 711,441

The Group’s warehouses operate as centralized distribution bases for deliveries to the stores and employ
modern automated warehousing management systems. The Group operates three types of warehouses:
“Flow”, “Crossdocking” and “Central”.

Under the Group’s centralized product flow, supplies are delivered to the Group’s various warehouses
and are subsequently delivered by truck directly to the stores. Flow warehouses are multi-temperature
warehouses that handle articles of greater turnover and fresh. Because of their high turnover these
warehouses are located close to the stores they serve, usually within a distance of less than 70km. Central
warehouses, in contrast, cover low-moving items, which allows the Group to optimize stock levels. The
use of warehouses as distribution centers can result in swifter supply of merchandise to the Group’s
stores, as merchandise from multiple suppliers can be shipped in a single truck to the relevant stores,
increasing delivery frequency while minimizing cost by ensuring full truck-loads. In addition,
crossdocking is a practice in logistics of unloading materials from an incoming semi-trailer truck or
railroad car and loading these materials directly into outbound trucks, trailers, or rail cars, with little or no
storage in between.

In order for products to be accepted from the supplier, in particular fresh products, they must satisfy
temperature, expiration date and general appearance checks. There is constant monitoring of the cold
chain from receipt of the product at the warehouse to delivery to the store. Each warehouse has specific
areas based on the storage temperature of each product. This is the case for refrigerated and frozen
products, fruits and vegetables and flow-through products such as just-in-time chicken and meat.

The Group’s supply chain is run using an innovative logistics system that links its 35 warehouses with a
wide and dispersed network of stores across Spain, Portugal, Brazil and Argentina. These warehouses use
innovative systems, such as radio frequency voice-directed warehousing to prepare orders and boost
efficiency, as well as Automated Store Order (APT2) and Warehouse Management System software to
guarantee product availability and obtain real-time information on individual SKUs that are handled and
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stored, respectively. In addition, all data exchange with suppliers is done via an EDI system, to optimize
the process from order to delivery and invoice.

Transportation

The Group delivers its products from the warehouses to the stores by truck. Third-party transportation
companies engaged by the Group operate under an autonomous structure, deliver merchandise using
multi-temperature trucks, which simultaneously transport fresh, frozen, dry and 0+ temperature products,
thus speeding up deliveries, reducing transportation costs and CO2 emissions, and simplifying the
delivery process for stores, as they only receive a single truck with all the merchandise.

The Group enters into standard contracts that generally have a maximum duration of seven years with
delivery companies as well as specific agreements related to the use of each truck. The agreements
contain performance incentives relating to quality and reliability. The performance, price and selection of
these service providers are periodically reviewed to ensure a high level of delivery service at minimum
cost, usually on an annual basis or otherwise depending on specific circumstances such as increases in oil
prices.

In line with this drive for innovation and constant improvement in service, in 2016 the Group began to
test articulated vehicles just over 25 meters long, known as “Megatrucks”, which allow up to 60 tons of
freight to be transported in a single trip.

Marketing

The Group’s marketing and advertising is targeted to customers and franchisees, both existing and
prospective.

Marketing to Customers
Loyalty program

As at March 2019, the “ClubDIA” loyalty program offers members access to over 250 exclusively-priced
products, discount coupons and the option to make weekly or monthly payments. This successful loyalty
program, the first of its kind in Spain, has over 22 million members, across Spain, Portugal, Argentina
and Brazil. This loyalty program was developed exclusively by the Group, introduced first in Spain in
1998 and then progressively introduced into Portugal in 2000, Argentina in 2006, and Brazil in 2015. As
at December 31, 2018, approximately 75% of the Group’s sales were made through its loyalty program.

Under the ClubDIA card program, customers who sign up at the store are given a free loyalty card and
two key ring cards, each of which contains the same bar code on the reverse, so that members of the same
household are identified by a single code. By presenting any of these cards at the cash register, customers
can enjoy a basic discount program covering approximately 250 products that would otherwise not be
available to non-members. The discount varies from 10% to 50% of the non-discounted price, and the
products involved are regularly updated to reflect customers’ preferences.

A key benefit of the CIubDIA card program is that it allows the Group to evaluate by means of advanced
analytics the preferences of its customers and observe their shopping behavior. This process involves the
construction of a customer data base, which the Group then uses to develop a personalized marketing
program, categorizing its customers on the basis of their purchasing profiles and offering personalized
discount coupons on a wide variety of products. These discounts apply to both own-brand products and
supplier brand products, whether or not they are products typically purchased by the customer. These
discounts vary widely as they are typically calculated by percentage, (hormally within a range of 10% to
50%) and also depend on the type of customer and purchasing history, which takes into account the total
volume of purchases and the categories of products purchased among other things. Promotions and
discounts are generally financed by the Group and/or the suppliers depending on the particular promotion
or campaign.
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The Group believes that its loyalty program is useful in formulating cost-effective sales plans with its
suppliers, developing a program of individualized marketing, determining where to open new stores and
how to increase footfall by store. It also has the advantage that the program’s coupon discounts are
majority-funded by suppliers, for whom it is a cost-efficient marketing tool.

The table below sets out the number of ClubDIA cards per country and the percentage contribution of
sales attributed to such cards by country for the semester ended June 30, 2019 and years ended December
31,2017 and 2018:

H1 2019 2018 2017
Percenta Percenta
ge of ge of
Number  Percenta  Number sales (%) NUMPErof  qqjeq og)
of cards ge of ofcards  (restated cards (restated
(million) ~ sales (%)  (million) ) _ (million) )
SPAIN ..o 7.45 64.9 7.73 67.3 7.92 67.9
Portugal.......cccooeiiiniiiicrce 1.58 65.7 157 65.7 161 64.6
Argenting .......ccccovveeennseennenns 4.93 91.3 4.79 924 4.49 91.2
Brazil......cooovvereieeereeeereeenenes 8.49 83.3 8.64 86.7 7.05 83.7
TOTAL oo 22.45 71.8 22.73 73.6 21.07 74

Customer Satisfaction

The Group connects to its customers through two channels: (i) the request channel, whereby customers
who are members of ClubDIA are asked to take part in a quick survey about their shopping experiences;
and (ii) the voluntary channel, whereby any customer who so wishes can fill in the survey on the Group’s
commercial website or on the mobile application. The issues covered in these surveys mainly relate to the
shopping experience, with issues such as customer service, the evaluation of slogans such as “Customer
Journey”, the assortment, and store maintenance. In 2017, the Group introduced new functionalities into
its customer feedback systems, thus obtaining more precise knowledge about consumers’ needs and faster
response times from the different areas of the Group.

Social media

In order to ensure direct and streamlined communication with its customers, the Group uses social media
networks for both the Group’s commercial and corporate operations. In all the countries in which the
Group operates, it has a presence on the most widely used platforms, including Facebook, Twitter,
Instagram and YouTube. The Group’s presence is kept active to provide up-to-date communication on
issues relating to offers, customer service and new products. As at June 30, 2019, the Group had a user
community of more than 22.4 million users across its network.

Marketing to Franchisees

The Group has developed and focused on three pillars of engagement in order to promote a positive
experience among franchisees as key strategic partners of the Group.

(1) The first pillar focuses on developing and reinforcing the DIA franchisor brand in the market
in an effort to strengthen the global brand overall as well as the positive perception of the franchise
network.

(2) The second pillar seeks to improve the relationships between the Group and franchisees as an
important step in adequately and efficiently addressing operational requirements and improving daily
work productivity. This involves encouraging internal communications through which the Group

111/326



measures franchisee satisfaction via annual surveys and the use of incentives such as best franchisee
rewards.

(3) The third pillar concerns the authentic integration of DIA employees in the overall
community of the Group. The Group seeks to raise the awareness of employees with regards to the
practices and values of the Group to encourage greater commitment to these aspects of DIA culture.

The Group closely monitors its franchisee relationship through conducting annual surveys prepared by
Nielsen, an independent consultant. This survey asks franchisees, confidentially and anonymously,
aspects they would improve and those they are most satisfied with. In 2017, the sixth edition of this
survey was carried out and 65% of franchisees took part. Approximately 54% of those surveyed said that
they would go through the franchise experience again, and among franchisees in Argentina, this figure
was 62%. Approximately 31% of the franchisees surveyed would consider or planned to open a franchise
in the future, while more than 52% would recommend a franchise to another person. Attributes rated
highly by franchisees include the quality of the DIA brand, as well advertising, offers and promotions,
and the ClubDIA/Minipreco loyalty program.

Corporate Social responsibility

The Group has implemented a Corporate Social Responsibility Policy to ensure that laws and regulations
are respected, that the Group is in good faith compliance with its obligations and contracts, and that the
Group uses best practices in the sectors in which the Group carries out its activity.

The Group’s Corporate Social Responsibility (“CSR”) Policy establishes the framework applied by DIA
at the corporate level in order to meet its commitments in the following fields:

o Responsible management through compliance with the best practices of Corporate Governance
and the establishment of a framework based on ethics, transparency and efficient risk
management;

. Commitment to the people and groups it works with, including employment generation,

development of the franchise, supplier agreements, collaboration on social programs and
humanitarian aid and creating value for shareholders and society;

. Provide franchisees the knowledge and the right tools to efficiently manage their business;

. Offer its consumers better quality and price solutions for their food needs and consumer products
based on a single undertaking on the market in terms of quality and price; and

. Innovate its daily operations and logistics to reduce energy consumption, limit the environmental
footprint of its logistics activities, and properly manage its emissions, consumption and waste.

Given the high level of penetration of its store network in the neighborhoods and towns in the countries in
which it operates, the Group feels the obligation to position itself and support certain social causes that
are important for its customers and partners. Accordingly, every year, in partnership with various non-
profit entities and associations, it implements a series of social initiatives through its own CSR policy,
through which it clearly and transparently sets out the procedures for these partnerships.

During 2018, the Group focused on its social projects and working to ensure that food reached the largest
number of people possible. Moreover, in Spain, the Group has historically promoted awareness of the
fight against rare diseases that mainly affect children, and it has sponsored the Spanish Basketball
Federation. Pursuant to this sponsorship, the several projects related to the causes that the Group
identifies with the most have been launched: promoting sports, gender equality, and support for the most
vulnerable children. In turn, Argentina, Brazil and Portugal have invested in various social awareness
programs, both for employees and customers worldwide.
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Information Technology

The Group’s administration responsibilities, namely procurement, finance, information services, technical
and human resources, are managed on a Group-wide basis through its main information systems such as
SAP as ERP system, Qlik for Business Intelligence and Analytics projects, Salesforce as CRM system,
Google Suite as productivity tools, HR-Access for Human Resources and a number of other systems.

In addition to the core systems and their back-office functionality, the Group has developed several
technological initiatives, which include the analysis of customer shopping data, the digitalization of points
of sale, the optimization of the supply chain, and the development of the Group’s online shopping
capabilities.

Digitalization of Points of Sale

The Group is currently working on a project to digitalize the point of sale (“P0S”) systems at its stores in
Spain. This is a new IT system that allows the Group to centralize its back-office tasks related to the
management of its stores (stock control, orders, etc.). In order to implement this project, the Group has
integrated a new architecture into its centralized systems, acting as a platform from which to process all
the information, not only in a centralized way, but in real time. It also developed an Android application
in Spain to improve store and inventory management through the use of Artificial Intelligence. This
project was launched as beta in 2017 and was tested until 2018; the program has been rolled out in 2019.
As of June 30, 2019 950 PoS have been digitalized and, the Company expects, the program to be
completed in 2020.

Supply Chain Optimization

In 2016, the Group implemented a mobile application to improve transport services that allows real-time
follow-up of the deliveries made. This application permits the daily monitoring of the transport activity to
ensure maximum efficiency of deliveries to the store in a timely manner, ensuring the delivery of the
goods in optimum condition. The store manager is informed in real time of the state of the shipment,
which achieves a more efficient planning of the resources by both the stores and the warehouse. The
project started in Argentina and then was implemented in Spain and Portugal in 2017.

In 2018, as part of the digital transformation of the Group, a new mobile application has been
implemented for the management of the warehouses. The application provides for more agile daily task
performance in real time. All the functionalities offered by this application allow for greater efficiency in
accomplishing tasks with a further reduction in errors. As a result, use of this app has led to greater
productivity among management, who are able to carry out tasks and delegate easily with greater
simplification due to increased access to information.

Automation and Robotics

In 2018 the Group started using Robotic Process Automation technology. This technology enables the
automation of repeatable business processes and lower complexity tasks currently undertaken, especially
by back office teams, to achieve operational efficiency. This technology is currently used for the
automatization of processes both in the office setting and in logistics operations.

Intellectual Property
Trademarks

As at the date of this Prospectus, the Group owns the rights to all its brands, which are registered with the
appropriate authorities in Spain, the EU and other relevant countries. The Group considers its trademarks
and other intellectual property rights to be valuable assets and takes appropriate action to protect and will,
when necessary, enforce them.
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Health and Safety
Employee safety

The Group is aware of the importance of health and safety at work for all employees and collaborating
third parties. It therefore promotes a safe and healthy working environment in all areas of the
organization, through commitments such as (i) compliance with prevailing legislation, safety regulations
established by the Group, and best practices in health and safety; (ii) reduction in the rate of accidents
through implementation, development, and improvement of necessary prevention measures throughout
the organization and all stages of the value chain; (iii) promoting a culture of prevention and awareness
through constant training and promotion of health and safety; and (iv) diligent monitoring of workplace
risks.

In each of the countries in which the Group operates, training is provided such that the Group can
guarantee all of its employees have been trained in occupational health and safety. In 2018 in Brazil, the
Group launched a training program for store managers on the prevention of occupational risks and in
total, more than 2,454 employees participated (including warehouse workers), with over 108,220 hours of
training given. In Portugal, the Group also offered courses with 1,698 employees taking part. The courses,
which included over 54,210 hours of training, covered areas such as load ergonomics, fire safety,
ergonomics, first aid, and prevention of occupational risks.

Across the entire Group, the number of hours lost due to work-related accidents was relatively low given
the nature of the work in stores and warehouses. Accordingly, the Group has integrated procedures into
its Global Prevention Plan to detect the repercussions of working conditions on employees’ health and
identifying employees who are particularly exposed to such risks in order to adapt their workplaces to the
needs of each person.

Quality control

The Group places significant importance in maintaining the quality and safety of its products to satisfy
the expectations of its customers. The Group’s corporate Food Quality and Safety Policy aims to generate
a climate of confidence among its customers through a system that scrupulously examines product quality
and safety controls to guarantee the proper production, processing, and management of all products.

The purpose of the Group’s Food Quality and Safety Policy is to establish principles and practices to meet
the following commitments such as (i) creating trust in consumers by supplying safe, quality products that
comply with current law in each region throughout all phases of the supply chain; (ii) guaranteeing
adequate production conditions and certifying suppliers by requiring market-standard audits; (iii) utilizing
the annual control plan to ensure quality and safety; and (iv) offering consumers complete and transparent
labelling information.

As a pre-requisite to product validation, private label products and corresponding suppliers are evaluated
by the Group in terms of quality and safety. This process consists of conducting systematic quality audits
at suppliers’ production centers. Moreover, the Group ensures that private label products undergo
consumer tasting in accordance with regulation UNE-EN 1SO 8589:2010 which enables the Group to
evaluate organoleptic characteristics of the products. To date, 3,668 panels have been carried out. The
Group’s Control Program allows it to ensure compliance with the quality requirements for products
manufactured for the Group’s brands.

As at December 31, 2018, the Group had a total of 41 in-house laboratories that conducted internal
analyses as part of its control program. The Group works with approved external laboratories where
additional analyses are carried out in addition to the internal checks. Finally, the Group’s Quality Control
Department carries out ongoing checks and periodical audits of warehouses and stores, where they
supervise and evaluate aspects such as tidiness and cleanliness, the management of expired products, and
the cold chain, guaranteeing compliance with the defined standards. As at the date of this Prospectus there
are no material open files with health and consumer authorities.
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Environment

The Group’s commitment to the environment is defined in its Environmental Policy. This policy includes
the general principles that govern the management and planning of the Group’s activity, as well as the
Group’s objectives.

The integration of the efficiency and sustainability criteria is the basis on which the main commitments
are established and consist of (i) complying with existing regulations to promote the responsible use of
resources; (ii) developing eco-design criteria for products and packaging; (iii) prioritizing waste
prevention and identifying opportunities for improvement; and (iv) encouraging staff to take an active
role in these commitments.

The Group has set up an Environmental Management system designed to generate continuous
improvement and minimize the environmental impact of the Group’s activity.

In 2016, the Group obtained an A- score in the Carbon Disclosure Project (CDP), and is one of the
leading Spanish companies in terms of initiatives to reduce emissions and mitigate climate change, as
well as transparency in the publication of its results. In 2017 and 2018, the Group maintained this score
and was among the 6% of companies with the highest score which exceeded the worldwide and Spanish
sector average score for the distribution sector (both received a C score).

Eco-efficiency

The Group has been working for over a decade to introduce energy efficiency systems in stores and in its
logistic operations. In 2017, the Group implemented several energy improvement projects in their stores
and warehouses including efforts to close cold cabinets in the stores in Brazil, use electronic valves in
Argentina and use more efficient fans in Portugal and Spain. In total, these improvements saved 60,000
tons of carbon dioxide in 2018. With these sustainable measures implemented in stores and warehouses,
the Group has generated an accumulated energy savings of up to 25% compared to previous systems,
which equates to a reduction of 20 tons of CO2 emissions released into the atmosphere for each store.
These environmental changes have led to the prevention of more than 1,300 tons of CO2 being released
into the atmosphere for the year ended December 31, 2018.

The Group’s commitment goes further and includes a target of an additional 20% reduction in energy
consumption over the next five years. This is a Lean & Green objective, an interprofessional European
initiative over whose Commission the Group presides. As part of this initiative, the Group must present
an action plan with initiatives to reduce emissions.

In terms of carbon footprint (scopes 1 and 2), the Group has improved, with 60,000 tons of carbon
emissions reduced in 2018, i.e. 8%. This improvement is due to eco-efficiency measures developed
during the year. Some of the most relevant measures are set forth below:

@) Installing doors in refrigerator section walls:

Work is ongoing throughout all regions to install doors in refrigerator sections. These doors keep
temperatures in the chilled cabinets steady and reduce the electricity consumption of equipment by
up to 20%. This improvement is expected to be rolled out to all own-store equipment in the
coming years.

(b)  Reducing emissions attributable to the refrigeration systems:

Replacing the gases in refrigeration rooms and equipment with other more environmentally
friendly gases is still one of the main areas of work to be done to cut down on the Group’s carbon
footprint. In Spain and Portugal, the improvements associated with replacing gases improved CO2
emissions by over 30% in 2018.

(c)  Logistics optimization:

Within the framework of the Lean & Green project, the Group has added the objective of reducing
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greenhouse gases generated by logistics operations in Spain by 20% within a 5-year period. The
plan established to achieve this, the implementation and performance of which will be audited by
an independent third party and which is already underway, includes completely renewing the fleet,
providing drivers with training in efficient driving, and increasing night-time unloading to avoid
the hours of heavier traffic congestion. These and other measures should enable the reduction
target set for 2022 in Spain to be met.

Waste management

Proper waste management has become increasingly important in the day-to-day running of the Group’s
environmental department. The Group has invested in more training for store and warehouse staff focused
on strengthening procedures used for the separation of waste.

As a result of this initiative, in 2018 the Group managed to reduce waste by 1.35 tons, (1% less than
122,832 tons in 2018 which in turn was 6.7% less than in 2016).

In 2018, non-hazardous waste decreased by more than 1,300 tons with respect to 2017 (122,832 tons
compared to 124,183 tons). In the case of hazardous waste, the reduction has been a little over 7 tons
(10% above 2017 figures).

Risk Management
Risk monitoring and management systems

The Group has used the COSO Ill methodology (Enterprise Risk Management) as a reference for the risk
management system, where a systematic and detailed approach is undertaken with the aim of identifying
events, assessing, prioritizing and responding to risks related to the achievement of the Group’s strategy
and business objectives.

The Company’s Management (Executive Committee), Board of Directors and Audit and Compliance
Committee (CAC) are responsible for the design and proper functioning of the Risk Management Model
(RMM):

@) The Board of Directors is responsible for approving the Enterprise Risk Management Policy and
the Executive Committee is responsible for establishing risk appetite which is ultimately
approved by the Board of Directors.

(b) DIA Management (the Executive Committee) is responsible of the design, implementation and
establishment of the strategy, culture, people, processes and technology that make up the Risk
Management Model.

(c) The Audit and Compliance Committee is responsible for monitoring and periodic reviews of the
effectiveness of DIA Internal Control procedures, Internal Audit and Risk Management Systems,
and verifying the adequacy and completeness of them.

In order to manage the RMM, the Group has established a Risk Committee and has designated a Risk
Coordinator for each country as well as at the corporate level. The Risk Coordinator communicates and
coordinates meetings, collects information and prepares the minutes of each Committee. The Corporate
Risk Coordinator (CRC) in addition to the previous responsibilities, acts as country interlocutor at the
corporate level and reporting to the CAC. The Risk Committee is composed by the Risk Coordinator and
the person responsible for each of the functional lines (Area Directors). The Area Director is responsible
for preventing and managing risks appropriately, as well as adequately implementing the necessary
mechanisms in order to minimize the impact of a risk as much as possible. The Risk Committee evaluates
the overall process of risk managing and assesses the need for new or different controls and response
mechanisms.

The main Risk Committee responsibilities include company context (external and internal) and new
project analysis, establishing recommendations for the development and/or continuation of specific action
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plans, and the execution of permanent risk monitoring of those identified through the risk map
(particularly risks that could impact the Group’s strategy, customers, franchises and suppliers).

DIA Internal Audit Department assesses the overall functioning of the risk monitoring and management
system, the performance of the management bodies and the effectiveness of the monitoring activities
established, and reports to the Audit and Compliance Committee.

Internal Control System over Financial Information (Sistemas de Control Interno sobre la
Informacién Financiera (“SCIIF”))

The Board of Directors is responsible for the existence and maintenance of an adequate and effective
Internal Control System over Financial Information (“SCIIF”). For this purpose, Article 5 of the
Regulation of the Board of Directors of DIA establishes that one of the non-delegable powers of this body
is “the policy for control and management of risk, including fiscal risks, and the supervision of
information and control systems, identifying the principal risks of the Company and organizing the
appropriate internal control and reporting systems”.

The Group’s SCIIF management team is responsible for the design, implementation and functioning of
the SCIIF as well as the promotion of its awareness among company employees by ensuring all levels of
the organization are conscious of the monitoring requirements, both in the formal documentation of the
processes comprising SCIIF and the implementation of the action plans undertaken.

SAP GRC (Governance, Risk and Compliance) has been implemented by the Group, through the Process
Control Module, in all countries in which the Group operates nowadays. The objective of implementing
this tool is to establish a reliable, centralized and continuously upgraded self-assessment and monitoring
process for the Group’s internal financial information. Relevant employees have received internal training
on their liabilities under SCIIF requirements.

The Group has appointed SCIIF delegates in each country who support the Group in the development of
the annual work plan and report to the department responsible for SCIIF at the corporate level. Annually,
this department reviews and validates all the self-assessment tasks performed by the owners of the key
controls identified in the documentation associated with SCIIF to verify the reliability of the financial
information published by the Group.

The Audit and Compliance Committee is responsible for SCIIF and performs continuous monitoring and
follow-up tasks with the support of the Internal Audit department responsible for SCIIF.

There are three organizational levels within the Group compliance model.

The first is a strict regulatory body which focuses on good governance by maintaining compliance with
statutes and regulations (including an ethical code) of the Group governing bodies. The Group also has a
Whistleblowing Channel (via e-mail and post) at the corporate and country levels designed to clarify
questions of interpretation and investigate and resolve possible breaches of the ethical code.

The second organizational level is a system of internal controls and risk management that focuses on
developing practices for the design and maintenance of an internal control system aimed at providing
reasonable assurance regarding the reliability of regulated financial information including identifying
fraud or risks of error on the basis of the COSO framework (Committee of Sponsoring Organizations for
the Commission of the Treadway).

The third organizational level is focused on fraud prevention and detection of misconduct. Crime
prevention, anti-fraud and anti-corruption programs are used to create and spread a professional and
ethical culture among the Group employees. In addition to the previous programs, there is an Ethics
Committee at the corporate and country levels.

The Group identified internal control deficiencies, including a deficiency caused by management-override
of internal controls which resulted in accounting and financial reporting errors as well as irregular
conducts and behaviours carried out by certain employees and management.
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Therefore, the Group will proceed to review and, where appropriate, implement additional internal
policies and procedures with the aim of further strengthening its internal controls.

Disposals

In April 2018, the Group entered into an agreement with the Chinese group Suning in relation to the sale
of 100% of the shares of the Chinese entities Shanghai Dia Retail Co. Ltd and DIA (Shanghai)
Management Consulting Services Co. Ltd. This transaction marked the exit of the Group from the
Chinese market and heralded a new strategy of divestments aimed at turning around the Group’s trading
performance and focusing on core markets and activities.

The effective implementation of the future business plan may see further disposals of assets and business
lines as part of its restructuring strategy, which may include its non-Spanish operations. These disposals,
which currently include 663 stores in first half of 2019 (mostly in Spain and Brazil). Additionally, the
Company went through a strong de-franchising process, by means of which non-profitable franchised
stores become directly operated by the Group, that affected a total of 222 stores and the closing of non-
strategic activities (Bahia and Mini Preco in Brazil, E-shopping in Spain) which ultimately translated into:
the write-off of related assets of €51.6 million, an impact in restructuring costs for the handover of the
leases of €8.8 million and the recognition of one-off provisions in respect of doubtful accounts
receivables from related franchisees of €27.8 million. These disposals are intended to concentrate the
Group’s activities on its core markets and use the proceeds from such disposals to implement the future
business plan. For further information see “Sharp sales deterioration and one-off effects during first half
2019

For the year ended December 31, 2018, Clarel’s Adjusted EBITDA, net losses and sales were €11.3
million, €49.2 million and €288.8 million, respectively. At the end of financial year 2018, DIA’s intention
was to dispose Clarel. However, after the Tender Offer was successfully settled, DIA decided to continue
supporting this business line and reverse its classification as held for sale, recording the Clarel business as
of June 30, 2019 in the consolidated statements of financial position and as continued activities in the
consolidated income statement, in line with the nature thereof, committing to remodeling this business.
For this purpose, in September 2019, DIA appointed a new Chief Executive Officer for Clarel, Paul Berg.
For further information, see “Senior Management”.

During the year ended December 31, 2018, Max Descuento recorded negative Adjusted EBITDA of €8.2
million, net losses of €6.5 million and sales of €95.9 million. See “Selected Financial and Operating
Information—Non-IFRS Financial Measures and APMs”.

Real Estate

As of June 30, 2019, the Group had 7,221 operating leases in place and owned 152 stores for a total value
of approximately €125.3 million. In general terms, the operating leases on stores only establish the
payment of a fixed monthly charge which is reviewed annually in line with and index linked to the rate of
inflation. Lease contracts generally do not include clauses establishing variable amounts such as turnover-
based fees, or contingent rent amounts. There are 1,081 store leases that are set to expire until June 30,
2022, 15.16% of the store leases.

Leases on warehouses generally have the same characteristics as the stores.

During the years ended December 31, 2018, 2017 and 2016 sale and leaseback contracts were signed for
certain warehouses and stores with terms of between 20 and 30 years and a minimum tie-in period of
between two and twelve years.
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Details of the main operating lease contracts in force at June 30, 2019 are as follows:

2019
Warehouse Country Minimum Warehouse Country Minimum
date for date for
lease lease
finalization finalization

Getafe Spain 2026 Almeria Spain 2019
Mallén Spain 2023 Salamanca Spain 2019
Manises(") Spain 2019 Valongo Portugal 2028
Mejorada del Spain 2024 Torres Nova Portugal 2028
Campo
Miranda Spain 2019 Alverca Portugal 2028
Orihuela Spain 2023 Anhanghera Brazil 2019
Sabadell Spain 2029 . .
San Antonio® Sgain 2023 Americana Brazil 2019
Villanubla Spain 2019 Porto Alegre Brazil 2019
V[Ilanueva de Spain 2030 Ribéirao Preto Brazil 2019
Gallego
Dos Hermanas Spain 2027 Bélo Horizonte Brazil 2019
Azuqueca Spain 2020 Maua Brazil 2021

. . Nova Santa Rita Brazil 2020
Granda Siero Spain 2020 Avellaneda Argentina 2023

*To be closed in 2019.

Date 2019 refers to the minimum period in which there is a commitment of permanence in the warehouse and the
minimum period to compensate the owner in case of early termination of the agreement.

The majority of the lease contracts signed by the Group contain clauses allowing them to be terminated at
any time throughout their useful lives, once the mandatory tie-in period has elapsed, by informing the
lessor of this decision with the agreed period of notice, which is generally under three months. Total lease
commitments amount to a similar amount to annual lease expenses.

As of June 30, 2019, the Group has disposed of three stores in Argentina, which has resulted in a gain of
0.75 million. In 2018 the Group disposed of three warehouses and 88 stores in Argentina, Brazil, Spain
and Portugal, which resulted in a gain of €28.1 million. In 2017, the Group recorded a gain of €31.2
million in connection with the disposal one warehouse and 52 stores, and a gain of €16.5 million in
connection with the disposal of 22 stores in 2016.

Employees

As at June 30, 2019, the Group had a workforce of 40,247 full-time employees across its operating
segments in Spain, Portugal, Brazil and Argentina. This number does not include the employees of
franchised stores, which the Group does not consider its employees. The following table sets out the
geographical breakdown of the Group’s employees for H1 2019 and years ended 2018, 2017 and 2016.

H1 2019 2018 2017 2016
SPAIN <ot 26,723 26,693 26,031 26,601
POITUGAL. ... s 3,554 3,564 3,646 3,899
BIazZil......ooeeiececce e 7,459 8,922 8,393 8,198
ATGENTING ..ottt nens 4,207 4,501 4,539 4,755
Others (China, Paraguay and Switzerland) ............ccocoe.oceeerecreceenane. 2 3 737 1,032
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TOUAD .. 41,9450 43,683 43,346 44,485

() Being 40,247 of them full-time employees.

In 2019, 86.8% of all of the Group’s employment contracts were permanent, compared to 88.9% in 2018,
89.7% in 2017 and 88.7% in 2016, while the remaining 13.2% were temporary contracts compared to
11.1% in 2018, 10.3% in 2017 and 11.3% in 2016. Of the Group’s permanent employee contracts, 74.1%
of the employee worked in stores in 2019, compared to 73.6% in 2018, 73.7% in 2017 and 72.29% in
2016. 13.1% of employees worked in warehouses in 2019, compared to 13.1% in 2018, 13.6% in 2017
and 14.6% in 2016, and 12.8% worked in the Group’s corporate offices in 2019 compared to 13.3% in
2018, 12.7% in 2017 and 13.5% in 2016. This workforce is complemented by people working for the
Group on different employment contracts, such as the logistics distributors and the purchasing area,
which outsourced some of its tasks in 2017. In the quarter ended June 30, 2019, the average employee
turnover was 5.5% and the average employee seniority was 10.45 years in Spain.

As at June 30, 2019, 100% of the Group’s employees were protected by a collective bargain agreement
(except for Argentina, where only 68% of employees were part of such type of agreement), either at the
Group level in the case of Spain, or at the sector level in the cases of Portugal, Brazil and Argentina. As
of the date of this Prospectus, the Group, has 1,035 trade union representatives in Spain.

On February 8, 2019, the Group announced the initiation of a collective dismissal process in DIA and in
Twins Alimentacién, S.A. The personnel expenses related to this process have been fully accrued as of
June 30, 2019. As of September 2019, 1,419 employees had been laid-off and 4 employees are pending to
be laid-off.

In addition to the above, on September 13, 2019 the Company launched a collective dismissal process in
its subsidiary, El Arbol Group, mainly related to the expected closing of Max Descuento stores and two
La Plaza de DIA stores located in Madrid and could affect a maximum of 210 employees fully
provisioned as of September 30, 2019.

Also, as of September 2019, 313 stores have been closed in Brazil (44 CO-CO stores and 269 franchises),
with the consequent dismissal of 259 employees of the CO-CO stores.

Overall, as of June 30, 2019, €40,290 thousand of restructuring costs were recognized as personnel costs
in the Group for the total estimated costs related to the collective dismissal approved and other
indemnifications in Spain and in other countries.

Legal Proceedings

At any given time, the Group may be a party to litigation or be subject to non-litigated claims arising out
of the normal operations of its business. As of the date of this Prospectus the material legal proceedings
outstanding are summarized below and they all refer to civil, criminal and tax-related disputes in which
the Company is involved.

Tax Proceedings in Brazil

On January 29, 2019, DIA Brazil received the result of the inspections carried out on the 2014 accounts,
resulting in an updated debt of €102,295 thousand (BRL 445,094 thousand) relating to the different items
of indirect federal taxes PIS and COFINS, which are calculated based on a percentage of sales.
Approximately 30% of the amount of the ruling corresponds to the impact on PIS and COFINS taxes of
the discrepancy regarding the income from supplier discounts, which had already been raised in a
previous inspection. The Company has appealed this ruling through administrative proceedings and, if
necessary, will file a court appeal, since it considers that there are sufficient grounds to obtain a favorable
outcome. Based on reports drawn up by two legal firms, the Company has deemed the risk of loss of the
items disputed in this appeal as remote/possible in the most part and has therefore only recorded a
provision of €1,264 thousand (BRL 5,500 thousand) at June 30, 2019.
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Additionally, DIA Brazil received two notifications from the Brazilian tax authorities regarding the 2010
accounts, one for an updated amount of €16,519 thousand (BRL 71,874 thousand) in relation to the
discrepancy regarding the tax on income from supplier discounts, and the other for omission of income
from circulation of goods for an updated amount of €80,227 thousand (BRL 349,076 thousand).

In relation to the first issue (regarding tax on income from supplier discounts), an unfavorable decision
was passed down in the administrative proceedings and the Company filed a court appeal in 2016. As of
the date of this Prospectus, the Company has no further information about the court appeal filed before
the administrative court of first instance in 2016. However, based on reports from external lawyers, the
Company considers that there are sufficient grounds to secure a ruling in favour of DIA Brazil.

In relation to the second issue (on circulation of goods), the administrative proceedings resulted in an
unfavorable ruling, which was subsequently appealed. As a result, the administrative court of second
instance (CARF), recognized deficiencies in the inspection process and ordered another inspection, which
concluded in June 2019 with a favorable ruling for DIA Brazil. The administrative court of second
instance (CARF) must now analyse the conclusions of the new inspection.

The Group’s external legal advisors continue to deem the likelihood of an unfavorable outcome as remote
and the Company has therefore made no provisions as of December 31, 2018 and as of June 30, 2019 for
these two issues.

Arbitration Proceedings

In June 2018, the Company submitted a request for arbitration under the Civil and Commercial
Arbitration Court of Spain (“CIMA”) against Eroski and Cecosa (collectively, the “Eroski Group”) in
relation to the Red Libra Trading Services, S.L. joint venture between the Company and the Eroski Group
(the “Red Libra Joint Venture”). The Company argues that the Eroski Group’s decision to unilaterally
withdraw from the Red Libra Joint Venture agreements was an act of bad faith. Specifically, the
Company believed that the Eroski Group failed to fulfill its contractual obligations through its unilateral
withdrawal and thus must compensate DIA for damages incurred as a result of its conduct. The Company
has estimated its damages to amount to €40 million. In July 2018, the Eroski Group submitted a
counterclaim to the Company’s request for arbitration. The Eroski Group claims a breach of contract by
DIA in relation to the Red Libra Joint Venture agreements. The Eroski Group has estimated its damages
to amount to €59.8 million. At the date of the Prospectus, the arbitration proceeding with Eroski Group is
at an early stage and the reciprocal accusations of breach of contract, the level of risk and economic
consequences for the parties is yet to be determined. However, DIA’s directors do not consider probable
to have negative consequences for the Group and in any event, they expect that any consequences, if any,
will be positive for the Group. In this regard, they have not recognized contingent assets for this matter.

Administrative Proceedings

On 2016, Information and Food Control Agency (Agencia de Informacion y Control Alimentarios
(AICA)) initiated sanctions proceedings against the Company for alleged serious infringements described
in Law 12/2013, of August 2, of actions to improve functioning of the food supply chain. On March 13,
2017 the General Secretary for Agriculture and Food of the Ministry of Agriculture and Fishing, Food
and Environment (Secretario General de Agricultura y Alimentacién del Ministerio de Agricultura y
Pesca, Alimentacion y Medio Ambiente) issued a resolution imposing sanctions of €6.8 million on the
Company for serious infringements regarding food procurement (the “Resolution”). The Company has
appealed the Resolution first through administrative proceedings and subsequently through legal
proceedings. On February 18, 2019 the Audiencia Nacional declared the proceedings to be concluded,
pending the assignation for ruling when appropriate. At the date hereof, these legal proceedings have not
been settled.

Legal proceedings in Argentina
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In December 2018, the Directorate of Social Security Resources of Argentina (Direccion de los Recursos
de la Seguridad Social), which is dependent on the Federal Tax Administration (Administracion Federal
de Ingresos Publicos), filed a complaint before the Economic Criminal Court (Fuero Penal Econdémico)
against DIA Argentina S.A. and the persons responsible, on account of alleged tax evasion. The
Economic Criminal Court (Fuero Penal Econdmico) questions if the franchisees are real employers,
given their lack of solvency.

In this line, according to the Economic Criminal Court’s (Fuero Penal Econdmico) hypothesis, the
franchisees are effectively employees of the Company and therefore the debts that they maintain with that
organization could be claimed against DIA Argentina S.A. This initial hypothesis has ostensibly
diminished due to (i) the positive legal antecedents of the Company, and (ii) the understanding of the
Federal Tax Administration (Administracion Federal de Ingresos Publicos) regarding the business and its
franchises. The Federal Tax Administration (Administracion Federal de Ingresos Publicos) is claiming
ARS 20 million from the Company (which amounts to, approximately, €300 thousand as of October 18,
2019).

In addition to the proceeding above, on February 18, 2019, DIA Argentina S.A. was formally involved in
the investigation running against Mutual Association of Argentine Entrepreneurs (Asociacion Mutual
Argentina de Emprendedores) (“AMEA”), in a criminal economic court proceeding. This proceeding is
in a preliminary investigation stage. On July 16, 2019 DIA Argentina S.A. was formally accused of
participating in allegedly unauthorized financial intermediation leading by AMEA, since DIA Argentina
S.A. has a commercial relationship with this association. That resolution was appealed and is still
pending. In case it is confirmed, a collegiate tribunal will be in charge of the proceeding.

If DIA Argentina S.A. is finally convicted, the court could fine DIA Argentina S.A. in an amount
between two and eight times the total amount of the transactions entered into with AMEA during the
relevant period of time (AR$ 630,000,000, which as of October 23, 2019 is equivalent to €9,605,600.94).

Irregular accounting practices in Spain and Brazil

In the context of the Group’s review of its profit outlook for the year ended December 31, 2018, which
revealed the existence of irregular accounting practices in Spain and Brazil and which led to the
restatement of the Group’s financial statements for the years ended December 31, 2017 and 2016, the
Group appointed a firm of forensic advisors to carry out an investigation to establish the causes of such
irregularities and to identify the persons responsible. The investigations, both in Spain and in Brazil, are
complete and the final reports were sent to the Anti-Corruption Prosecutor’s Office (Fiscalia
Anticorrupcién). The resolution by the Anti-Corruption Prosecutor’s Office (Fiscalia Anticorrupcién) and
the relevant court of the matters revealed by these internal investigations could adversely affect the
Group’s business or lead to the commencement of legal proceedings against the Group, which could have
a material adverse effect on the Group’s business, operating results, financial condition or prospects.

On February 8, 2019 DIA filed a complaint regarding the irregular accounting practices with the Anti-
Corruption Prosecutor’s Office (Fiscalia Anticorrupcidon), which has initiated investigative proceedings
under number 6/2009. Since that date, the Anti-Corruption Prosecutor’s Office (Fiscalia Anticorrupcion)
has made several requests for complementary information, the last one the month of October 2019,
which, as of the date of this Prospectus, has not yet been answered by DIA.

Audiencia Nacional

On October 22, 2019, the Company was notified that the Audiencia Nacional had declined its jurisdiction
over a lawsuit filed by a group of minority shareholders against the Company and its past directors
regarding the 2017 annual accounts. The Company is unaware, as of the date of this Prospectus, of any
additional information regarding this lawsuit, or of the possibility of the minority shareholders filing a
lawsuit in a different court.
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Legal proceeding related to the acquisition by LetterOne of its stake in DIA

During the last few days prior to the date of this Prospectus, the Company has become aware of
information published in the media regarding an investigation launched by the Audiencia Nacional related
to the acquisition by LetterOne of its stake in the Company. The Company is unaware of any further
information regarding this proceeding and has not received any notification related to this matter,
although the Company believes that this proceeding could create volatility in the price of the shares of the
Company.
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Selected Financial and Operating Information

The following tables present the selected consolidated financial information of the Group (i) for the years
ended December 31, 2018, 2017 and 2016, as restated as described in “Presentation of Financial and
Other Information — Restatements of comparative figures for FY 2017and FY 2016”; and (ii) for the
semesters ended June 30, 2019 and 2018. The selected consolidated financial information set forth below
has been derived from, and should be read together with the Limited Reviewed H1 2019 Financial
Statements and the Audited 2018 Financial Statements included in this Prospectus.

In addition, the selected financial and unaudited operating information set out below is a summary only. It
may not contain all the information that is important to prospective investors and, accordingly,
prospective investors should read this Prospectus in its entirety, including “Presentation of Financial and
Other Information”, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and “Risks Factors”.

Historical results for any prior period are not necessarily indicative of results expected in any future
period.

Consolidated Income Statement

The table below shows the Group’s consolidated income statement data for the semesters ended June 30,
2019 and 2018.

June 2019 June 2018
(€ ‘000)

SIS .ttt bbbttt ettt nten 3,444,514 3,701,836
Other inCOMe .....ocvvveecieieienn 39,778 75,212
Profit on disposal of subsidiaries . - -
Total INCOME ......covvveveciiiriririne, 3,484,292 3,777,048
Goods and other consumables used (2,787,504) (2,894,710)
Personnel eXpenses .........ccccoeeueeene. (428,167) (406,441)
Operating expenses...........cc.... (219,398) (322,789)
Depreciation and amortization ..... (265,274) (119,010)
Impairment of non-current assets. (11,594) (3,275)
Impairment of trade debtors............ (35,756) (10,025)
L055eS 0N diSP0Sals OF fIXEA ASSELS ...........vvureeerreerreersiesseeresesesseseessseesseesssneees (51,602) (5,684)
Results from operating aCtiVities ............cocoevirineiinnneeece e (315,003) 15,114
Finance inCome.........ccccovvvnriennn. 5,096 5,768
Finance expenses (116,889) (36,380)
Gain from net monetary POSITION .........ccceoiveiririeieese e 36,113 17,771
Profit/(Losses) of companies accounted for using the equity method .................. (12,717) (96)
(Losses)/Profit before tax from continuing operations................... (403,400) 2,177
INCOME TAX ....oooevvvoeveeeveesesee s 5,448 (23,769)
(Losses)/Profit after tax from continuing OPerations................c....oeeveerevereeeereennnn, (397,952) (21,592)
Losses net of taxes of discontinued OPErations................o..evveereemeeesreenssseneeisssesneeens (20,723) (8,026)
NEE (LOSSESYPIOFIL.........orvveoeveeeeeeeseeeeeeese s s (418,675) (29,618)
Attributed to:

EQUIty NOIAErs OF DIA. ..o e -418,675 -29,618
NON-CONIONING INTEIESES. .....cviiieiiieiiete et e 0 -135
Basic and diluted earnings per share, in euros:

(Losses)/Profit from continuing OpPerations............c.ccoveereirerineieeneese e, (0.65) (0.04)
Losses on discontinued operations............. . (0.03) (0.01)
(Losses)/Profit for the Period ..o (0.68) (0.05)

The table below shows the Group’s consolidated income statement data for the years ended December 31,
2018, 2017 and 2016.
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Fiscal Year

Restated Restated
2018 2017 2016
(€ 000)

SIS ..ttt e b ettt et b et aan 7,288,825 8,217,670 8,262,867
Other income s 134,531 153,075 123,402
Profit on disposal Of SUDSIAIATIES ..........c.cc.o.eveevereeceeeee e 9,265 - -
TOtAl INCOMIE ..ttt bbbttt 7,432,621 8,370,745 8,386,269
Goods and other consUMAbIES USEd ...........cccvvveveiririniiiiiieiee e (5,817,011) (6,520,434) (6,521,517)
Personnel XPENSES .......c.cieiiiiiiirieire et e (713,370) (743,470) (780,145)
OPErating EXPEINSES .....uvvereeterteeeteietirteieteseesesbe st ebesbe et e b ebese e e sbe st ebesbe e ebebebeseens (628,429) (614,611) (600,252)
Depreciation and amortization ............ccccovreiiniieienneec e (235,206) (223,719) (217,787)
Impairment of non-current assets (79,937) (12,053) (12,701)
Impairment of trade debtors..........coociiiiiiii (27,795) (21,277) (5,846)
L055eS 0N diSP0SalS OF fIXEH ASSELS ..........veuveeereeecieeeeeseeseiess s sesessseneeen (25,414) (17,214) (10,437)
Results from operating aCtiVities ............coevvirineiinnseeee e (94,541) 217,967 237,584
FINAGNCE INCOME.....oviiiiiieieiee e 6,480 12,197 11,693
FINANCE BXPENSES ...ttt ettt ettt s (90,205) (65,687) (61,783)
Gain from net monetary POSITION .........ccccovoiriirieiiinnii e 67,505 - -
Profit/(Losses) of companies accounted for using the equity method .................. (1,183) 194 93
(Losses)/Profit before tax from continuing operations...........ccccocoveeeerninnne. (111,944) 164,671 187,587
[0 A= - T T TR T T TR (186,924) (52,013) (50,267)
(Losses)/Profit after tax from continuing operations. (298,868) 112,658 137,320
Losses net of taxes of discontinued OPErations...............o..eeveeereseesecrensssenseeesnnsiens (53,719) (11,490) (8,546)
NEE (LOSSESYPIOFIt.........cvveoeeeeeseeeeeeeeeeeeeee s (352,587) 101,168 128,774
Attributed to:

EQUity holders 0f DIA........cooiiiieee b (352,587) 101,208 128,816
Non-controlling interests - (40) (42)
Basic and diluted earnings per share, in euros:

(Losses)/Profit from continuing OPErations............cccccorieiirinieerinneece e (0.48) 0.18 0.22
Losses on discontinued operations (0.09) (0.02) (0.01)
(Losses)/Profit for the Period ............ccceirreiriiinieei e (0.58) 0.16 021

*  The consolidated income statement data for FY 2017 and FY 2016 has been presented on the basis of the presentation of the
restated comparative figures for FY 2017 and FY 2016 included in the Audited 2018 Financial Statements due to the impact of
the correction of irregularities and errors, non-current assets held for sale and discontinued operations and change in reporting
segments described in “Presentation of Financial and Other Information—Financial Information”.

Consolidated Statement of Financial Position

The table below shows the Group’s consolidated statement of financial position as of June 30, 2019, and

December 31, 2018, 2017 and 2016:

As of June 30 As of December 31
Restated Restated
2019 2018 2017® 2016
Assets (€ ‘000)
Non-current assets
Property, plant and equipment ... 1,187,174 1,268,600 1,410,739 1,492,476
Rights of US€ .......ccovvvveviiene. 702,776 - - -
GOOAWIIL ...ttt sttt snens 496,705 492,765 553,129 557,818
Other iNtangible @SSELS ........cooviiiiirirei e 45,067 47,297 43,492 37,560
Investments accounted for using the equity method.. 3,368 9,182 380 185
Trade and other receivables ............c.cccovvevvivennn. 58,862 63,306 73,084 69,345
Other non-current financial assets.... 67,665 74,056 80,296 59,996
Non-current tax assets.........ccoevvververnnens 55,081 43,888 33,248 -
Consumer loans from financial activities.............cccoceevvvveveevieveccreieane. - - - 401
DEfErred taX @SSELS ..........cvrveeeveseeeeeseeeeeesssessseesessessesssenese s esesneenen 95,143 73,346 272,349 287,004
NON-CUITENT @SSELS ...ecvviiviiiiieiee ettt re e 2,711,841 2,072,440 2,466,717 2,504,785
Current assets
INVENEOTIES ..ottt st ans 490,970 531,664 609,004 665,792
Trade and other reCeivabIes ..........ccovcvrveiveiice e 111,552 192,278 198,791 162,426
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As of June 30 As of December 31

Restated Restated
2019 2018 2017® 20160

Consumer loans from financial activitieS..........cccocveeieveinsieieciescienns - 20 1,070 6,220
Current taxX assetS........cevverererervreneenns 41,883 38,030 57,847 67,760
Current income tax assets .. 11,761 10,143 3,525 11,988
Other current financial assets 7,590 11,302 9,896 12,375
Other assetS.......ccovverveveriennns 9,522 7,355 7,387 8,140
Cash and cash eqUIVaIENTS..........coeiiirriiieieee e 122,693 239,843 346,516 363,266
Non-current assets held for sale ..........ccccccvveriveicievcicccec e 3,392 168,738 39,604 -
CUTTENT BSSEES oo 799,363 1,199,373 1,273,640 1,297,967
TOTAL BSSBES oo 3,511,204 3,271,813 3,740,357 3,802,752
Equity and Liabilities

Equity

CAPIAL .. e 62,246 62,246 62,246 62,246
Reserves.... (138,033) 246,701 244,256 245,915
Own shares .......c.cccoeeenee. (7,252) (55,861) (60,359) (66,571)
Other own equity instruments....... 4,270 6,820 10,773 21,013
Net (losses)/profit for the period .. (418,675)  (352,587) 101,208 128,816
Translation differenCes.........occcevvieiiiniic i (68,763) (73,394) (100,777) (59,773)
Value adjustments due to cash flow hedges ..........c...covvvrrrenreerrennienn. (2 13 (55) 92
Equity attributable to equity holders of DIA...........cccccvviicinnnn. (566,209)  (166,062) 257,292 331,738
NON-CONLIONING INEEIESES..........ovveerveerseeeeesseessesesse s eresnsseesssenes - - (100) (60)
TOtAl EOUILY vvooveeeecveevesveeesessessseesss et (566,209)  (166,062) 257,192 331,678
Non-current liabilities

NON-CUITENt DOITOWINGS ...t 1,240,373 919,070 961,945 1,062,273
Provisions ........cccccceeeviveeieviecesnee, 56,601 45,908 44,057 46,779
Other non-current financial labilities ............ccccooviiiiiiniiieiccee 205 2,291 2,491 2,785
Deferred tax labilities. .........co.ovveveeerreeeeeieeeeeves e seseenen 17,596 - 2,206 -

Non-current liabilities..
Current liabilities........

1,314,775 967,269 1,010,699 1,111,837

Current borrowings........ 1,389,547 772,354 330,013 173,375
Trade and other payables 1,180,100 1,442,496 1,785,186 1,920,597
Current tax liabilities ......... 67,115 74,338 89,927 86,281
Current income tax HabilitieS.........ccoceeiviiiiicccccce e - 664 7,571 13,810
Other current financial liabilities.............ccovviveevieiiiiiececcee e, 120,841 157,647 207,657 165,174
Liabilities directly associated with non-current assets held for sale...... 5,035 23,107 52,112 -
CUrTent HADIHTIES .........oveeeicieie s 2,762,638 2,470,606 2,472,466 2,359,237

3,511,204 3,271,813 3,740,357 3,802,752

Total equity and liabilities

*  The consolidated statement of financial position data as of December 31, 2017 and 2016 has been presented on the basis of the
presentation of the restated comparative figures for FY 2017 and FY 2016 included in the Audited 2018 Financial Statements
due to the impact of correction of irregularities and errors, non-current assets held for sale and discontinued operations and
change in reporting segments described in “Presentation of Financial and Other Information—Financial Information”.

Consolidated Statement of Cash Flows Data

The table below summarizes the Group’s consolidated statement of cash flows data for the semesters
ended June 30, 2019 and 2018.

June 2019 June 2018
Operating activities
Loss/profit before tax from continuing Operations ............cccceeveeveiincrnenns (403,400) 2,177
Loss before tax from discontinued Operations.............ccccoerrveceirinieecennenn. (20,723) (9,632)
Loss/profit before iNCOMEe taX..........coveeirriiiiiiic e (424,123) (7,455)
Adjustments to profit and loss.......... 501,977 134,984
Amortization and depreciation..... 265,274 119,010
Impairment of non-current assets.... 11,594 3,275
Impairment of trade debtors................ 35,756 10,025
Losses on disposal of non-current assets 51,602 5,684

Gains on disposal of fixed assets......... - (14,109)
Profit on the sale of SUDSIAIAIIES .........cceoveiriirirce e - -
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FiNANCE INCOME......cucuiiiiiiiiiice s
Finance expenses..........cccouvvvrnne
Changes of provisions and grants..................
Other adjustments of discontinued operations ..
Other adjustments to profit and 10SS ............coeririrneinnneec
Share of profit/loss of companies accounted for using the equity method net
OF AIVIAENAS ...
Adjustments to working capital ..........ccccoeernrriiiiiee
Changes in trade and other receivables..
Changes in inventories..........cc.coceeveuene
Changes in trade and other payables............c.ccccovvvrrnnnee.
Changes in consumer loan and refinancing commitments ..
Changes in Other aSSetS.........cvrviierneneiereiee e
Changes in other liabilities ..o
Changes in working capital of discontinued operations................ccccco.....
Current income tax payable ..o

Net cash flows from/(used in) operating activities ............c.coceceverrreenne

INVESEING ACHIVITIES. ... eveiiiciiieeccs e
Purchases of intangible assets....
Development COSt ........ccevrirriecinincieene

Payments of property, plant and equipment...
Payments of financial iNStruMENtS ...........coovviiiiiicinic e
Disposals of intangible @ssets...........cccoeiiiriiiiiieeee e
Disposals of property, plant and equipment......
(Payments)/Collections for other financial assets..
Interest reCeiVed.........coouvrreerinrreieee e

Investing flows of discontinued Operations...........cccccoeeirrvciiinirecrininnn

Net cash flows used in investing actiVities ...........ccccovevvvviieiciniciens

Financing activities
Receivables from the sale of Treasury Shares

Payments from financial 16aSeS...........cccvviviiiiiicciircc e
Amounts from financial liabilities....
Payments from other financial liabilities.
Interest paid .......c.ooeveevinicinces

Financing flows of discontinued Operations............cccoveeerieneeninnseencns
Net cash flows from/(used in) financing activities.............c.cocccconnninne
Net changes in cash and cash equivalents ...
Net foreign exchange differences...........ooveeeiiiieicinnscccec e
Cash and cash equivalents at January 1...........ccccovrcrinnicicnnnencenees
Cash and cash equivalents at JUNe 30........cccerveerieierieiriiine e

June 2019 June 2018
(5,096) (5,768)
116,889 36,380
8,267 (1,737)
- 1,601
4,974 (19,563)
12,717 96
(99,329) (356,040)
51,963 54,941
106,384 2,771
(277,549) (359,693)
20 947
(5,754) 4,153
15,489 (30,810)
12,686 (15,787)
(2,568) (12,562)
(21,475) (228,511)
(6,804) (2,277)
(4,129) (8,273)
(112,255) (183,619)
12,027 (17,108)
1,000 -
3,625 42,987
3,306 (3,117)
4,220 3,710
- 675
(99,010) (167,022)
5,255 -
(162,627) -
244,358 217,518
961 (3,948)
(73,300) (40,186)
- 29
14,647 173,413
(105,838) (222,120)
(11,312) 57,734
239,843 340,193
122,693 175,807

The table below summarizes the Group’s consolidated statement of cash flows data for the years ended

December 31, 2018, 2017 and 2016.

Operating activities
Loss/profit before tax from continuing Operations ............cccceeveeveiincrnenns
Loss before tax from discontinued operations...
Loss/profit before income taX...........ccccceeee
Adjustments to profit and loss..........
Amortization and depreciation............ccoccovereiinenieneine e
Impairment of NON-CUMTENE @SSELS.........oovivieriiiireieerrrce e
Impairment of trade debtors................
Losses on disposal of non-current assets
Gains on disposal Of fixed @SSES ..........ccceirrreiiriniiecrrre e
Profit on the sale of subsidiaries..............cccooevcoinniiiiiiicie
Finance income............ccccceevvinnnee
Finance expenses.........c.ccccovevnuees
Changes of provisions and grants

Fiscal Year

Restated Restated
2018 2017® 2016
(€ 000)
(111,944) 164,671 187,587
(55,235) (11,325) (6,104)
(167,179) 153,346 181,483
413,105 298,793 302,786
235,206 223,719 217,787
79,937 12,053 12,701
27,795 21,277 18,497
25,414 17,214 10,063
(28,115) (31,226) (16,461)
(9,265) — -
(6,480) (12,197) (11,693)
90,205 65,687 61,783
(4,579) 1,318 1,821
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Fiscal Year

Restated Restated
2018 2017 2016
(€ ‘000)

Other adjustments of discontinued Operations ...........cccocoveeerrreecerenenn 9,879 15,826 18,829

Other adjustments to profit and loss .............. (8,075) (14,684) (10,448)

Share of profit/loss of companies accounted for using the equity method net

OF AIVIAENAS ... e 1,183 (194) (93)
Adjustments to working capital ... (386,719) (81,240) 342,315

Changes in trade and other receivables............cccovieiennnneiniece 7,128 (130,270) (49,546)

Changes in inventories...........c.coceeuee. 77,340 47,085 (97,802)

Changes in trade and other payables (358,535) 27,038 497,848

Changes in consumer loan and refinancing commitments ............cc.c....... 1,051 2,212 (824)

Changes iN OthEr @SSELS........c.civriiiriiiiririee e (19,903) 1,600 576

Changes in other liabilities ...........ccoccovveiniiiiniinne (23,659) (3,711) (2,964)

Changes in working capital of discontinued operations..............c.ccccco..... (51,297) 2,538 5,940

CUrrent iNCOME tax PAYADIE ...........coververrereiereesees e seesesseseensen (18,844) (27,732) (10,913)
Net cash flows from/(used in) operating activities............c...ccocovvvrrvnns (140,793) 370,899 826,584
INVESEING ACHIVITIES. ... eveviiciiieieces e
Purchases of intangible assets ... (6,151) (7,234) (5,491)
Development cost ..........ccceueee. (14,958) (11,167) (7,065)
Payments of property, plant and equipment... (322,651) (262,195) (333,428)
Payments of financial instruments ................. (8,097) (25,794) (33,124)
Disposals of property, plant and equUIPMENt ... 93,892 68,204 38,302
(Payments)/Collections for other financial assets...........c.ccouvvrieerirrniienns 7,096 (1,073) 2,220
Interest received 3,322 2,045 8,342
Investing flows of discontinued OPErations............ccc.eveeerererrensserssreenns (11,109) 3,596 (1,034)
Net cash flows used in investing actiVities ...........ccccovveieriineieinnneens (258,656) (233,618) (331,278)
Financing activities
Dividends paid to shareholders of the Company..........c.ccccceeviivciinnciinnns (110,324) (128,535) (122,212)
Acquisition of own shares - - (19,903)
BOrrOWINGS FEPAIG. .......veveiiiiieieiiisiee e (225,141) (373,570) (376,598)
BOITOWINGS MAAE........cveviieiiiieieierieieee e et 646,874 405,556 300,000
Payments from other financial liabilities. (2,660) (6,622) (6,484)
INEEIESE PAIT ...t (83,606) (65,683) (61,797)
Financing flows of discontinued 0perations...............cc..oeveeverureeeveessennnn. - (33,491) 6,643
Net cash flows from/(used in) financing activities...........c.c.cocecevnrneenne 225,143 (202,345) (280,351)
Net changes in cash and cash eQUIVAIENES ................coo.rveerrveeereeneessieseneenes (174,306) (65,064) 214,955
Net foreign exchange differenCes.............cocuvuvriverecieviieres e, 67,633 48,314 (6,316)
Cash and cash equivalents at JANUATY L..........cc.cocueeureenrenrsensieriesseessnninns 346,516 363,266 154,627
Cash and cash equivalents at December 31..........ccocviriinciennnneeeeen 239,843 346,516 363,266

* The consolidated statement of cash flows data as of December 31, 2017 and 2016 has been presented on the basis of the
presentation of the restated comparative figures for FY 2017 and FY 2016 included in the Audited 2018 Financial Statements
due to the impact of correction of irregularities and errors, non-current assets held for sale and discontinued operations and
change in reporting segments described in “Presentation of Financial and Other Information—Financial Information”.

Segment Results

In FY 2018, the Group reorganized its segmental division for reporting purposes to align it with its
organizational structure and to bring it in line with its understanding of the business pursuant to the
Group’s new strategic plan. Under its new reporting structure, the Group has the following segments:
Spain (which includes the support commercial team in Switzerland), Portugal, Brazil and Argentina
(which includes Paraguay). The Group’s Audited 2018 Financial Statements included in this Prospectus
reflect the new segment reporting structure for FY 2018 and the comparative historical segmental
financial information for FY 2017 has been presented to give effect to the new segment presentation. In
addition, Appendix 1 to the Audited 2018 Financial Statements includes supplemental financial
information for FY 2016 based on the new segmental presentation. See “Presentation of Financial
Information—Change in reporting segments”.
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The income statement of the six-month period finishing June 30, 2019 is presented for comparative
purposes together with the income statement as of June 30, 2018 which has been restated. The
aforementioned restatement is mainly due to the hyperinflation in Argentina, as well as the consolidation
of assets and liabilities of CDSI and the impact of irregularities and errors which were identified in the
second half of 2018. Said irregularities are described in Note 2.3 of the 2018 consolidated annual
accounts.

In the first half of 2019 the Company decided to reverse its classification as held for sale, recording the
Clarel business as of June 30, 2019 in the consolidated statements of financial position and as continued
activities in the consolidated income statement, in line with the nature thereof, committing to remodeling
this business. Note that Clarel business was still considered a continued activity as of June 30, 2018 and
therefore no further restatement has been needed related to Clarel.

The table below presents sales and Adjusted EBITDA by segment for the semesters ended June 30, 2019
and 2018 indicated. In addition, EBITDA by segment has been included for information purposes only
and to supplement the APMs regularly used by the Group and described in this Prospectus.

June 2019 % of Total June 2018 % of Total
Sales
SPAIN ... 2,078,604 60.3% 2,235,894 60.4%
POFtUGAl.....c.cvvvriveicierceee e 290,687 8.4% 310,323 8.4%
Argenting.......ccveeveeneenieene e 489,501 14.2% 464,796 12.6%
(2174 | T 585,722 17.0% 690,823 18.7%
Total SaleS ....covvvrierceerce e 3,444,514 100.0% 3,701,836 100.0%
June 2019 % of Total June 2018 % of Total
(226,715) 54.2% (1,647) 5.6%
(8,516) 2.0% (9,062) 30.6%
(19,248) 4.6% (16,850) 56.9%
(164,196) 39.2% 1,148 -3.9%
- 0.0% (3,207) 10.8%
Total Profit/(LOSSES)........ovvveerveeerreeeseeeesreeesnsiennees (418,675) 100.0% (29,618) 100.0%
June 2019 % of Total June 2018 % of Total
EBITDA
SPAIN ...t 64,722 480.6% 109,007 76.2%
Portugal........ccoeovveinieneeieeee 15,607 115.9% 6,831 4.8%
Argenting.......cceeeevreininiene e (3,522) -26.2% (1,911) -1.3%
Brazil ...ccccooveeeirciee e (63,340) -470.3% 29,156 20.4%
ChiNA oo - 0.0% - 0.0%
Total EBITDA oo 13,467 100.0% 143,083 100.0%
June 2019 % of Total June 2018 % of Total
Adjusted EBITDA
SPAIN ...t 18,064 -32.5% 149,559 72.6%
Portugal........ccoeovverinieneeseseee e 3,233 -5.8% 12,894 6.3%
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ATGENEING ....coviiiiiiic e 5,797 -10.4% 14,033 6.8%
Brazil ... (82,733) 148.7% 29,481 14.3%
Total Adjusted EBITDA .......ooeeveeeeerreeereereereesnenn (55,639) 100.0% 205,967 100.0%

As of June 30, 2019 the EBITDA over sales represented a positive 3.1% in Spain, positive 5.4% in

Portugal, negative 0.7% in Argentina and negative 10.8% in Brazil.

The table below presents sales and Adjusted EBITDA by segment for the years ended December 31,
2018, 2017 and 2016 indicated. In addition, EBITDA by segment has been included for information
purposes only and to supplement the APMs regularly used by the Group and described in this Prospectus.

Fiscal Year

% of Restated % of Restated % of
2018 Total 20170 Total 2016" Total
(€ ‘000)
Sales
SPAIN ...t 4,280,494 58.7% 4,441,889 54.1% 4,672,096 56.5%
POFTUGAL.....cveeceesc e 628,640 8.7% 663,073 8.1% 669,297 8.1%
AFGENTING ..o 970,574 13.3% 1,391,644 16.9% 1,310,937 15.9%
BrazZil ..cooooeeeiieeeeeeeeeeeee e s 1,409,117 19.3% 1,721,064 20.9% 1,610,537 19.5%
TOUAl SANES oo 7,288,825 100% 8,217,670 100% 8,262,867 100%
Profit/(Losses)
SPAIN ... (321,510) 91.2% 93,361 92.3% 129,726 100.7%
POrTUGAL .....veviiicie e (13,582) 3.8% 9,782 9.7% 5,885 4.6%
ATGENTINA ..ovvoooeeeeeeeeee e (8,465) 2.4% (675)  (0.7%) 2,740 2.1%
BrazZil ...ovoviiieee e (5,618) 1.6% 20,134 19.9% 6,297 4.9%
(o111 T (3.412) 1.0%  (21,434) (21.2%) (15,874)  (12.3%)
Total Profit/(LOSSES).......covvrevreerereneiseeesseisessiees (352,587) 100% 101,168 100% 128,774 100%
EBITDA
SPAIN ot 169,055 68.7% 294,013 62.4% 338,401 70.7%
POrtUGal......ccoeiiiieiece s 20,307 8.3% 40,493 8.6% 39,322 8.2%
ATGENTING ..o 5,658 2.3% 57,861 12.3% 56,679 11.8%
BrazZil ......ooeviiiriiese e 50,996 20.7% 78,586 16.7% 44,107 9.2%
Total EBITDA.......coiieireeeeeee e 246,016 100% 470,953 100% 478,509 100%
Adjusted EBITDA
SPAIN .t s 250,992 74.3% 346,899 66.9% 387,054 71.5%
POrUGAL.....ocvevieeieicecee s 30,105 8.9% 42,203 8.1% 45,338 8.4%
AFGENTING ...t 2,761 0.8% 58,935 11.4% 59,067 10.9%
=T v | OSSR 54,032 16.0% 70,455 13.6% 49,817 9.2%
Total Adjusted EBITDA ..o 337,890 100% 518492  100% 541,276  100%
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* Data for FY 2017 and FY 2016 has been presented on the basis of the presentation of the restated comparative figures for FY
2017 and FY 2016 included in the Audited 2018 Financial Statements due to the impact of the correction of irregularities and
errors, non-current assets held for sale and discontinued operations and change in reporting segments described in “Presentation
of Financial and Other Information—Financial Information”.

Non-IFRS Financial Information and APMs

The tables below present certain non-IFRS financial measures, which are not liquidity or performance
measures under IFRS, and which the Group considers to be APMs. These APMs are prepared in addition
to the figures that are prepared in accordance with IFRS and are not audited. The Group uses APMs to
provide additional information to investors and to enhance their understanding of its results. The APMs
should be viewed as complementary to, rather than a substitute for, the figures determined according to
IFRS. Moreover, these metrics may be defined or calculated differently by other companies, and, as a
result, they may not be comparable to similar metrics calculated by the Group’s peers. The Group
believes that the APMs contained in this Prospectus comply with the ESMA Guidelines, especially as it
relates to the reasons for their use and to the reconciliation to the most directly reconcilable item
presented in the Audited 2018 Financial Statements and the Limited Reviewed HI 2019 Financial
Statements. See “Presentation of Financial and Other Information—Non-1FRS Financial Measures and
APMs” for more information.

June 2019 June 2018

(€ ‘000) except ratios

Gross sales UNder DANNEIY.............c..cvvieeeiieeee ettt 4,249 5,201
Commercial margin® .... 697 882
Adjusted EBITDA® ............oooeeeroereeeeseeeeeeeeeeeeeesesessseseseessessseeesesesesss s sesesees (56) 206
SIS .ttt et se et e e rereas 3,445 3,702
Adjusted EBITDA Margin®...........cccouvveureereeieesieeeeseeesieseesessesesesssseesensenes -1.6% 5.6%
EBITDA .ottt et e et e e et e e et e e e saree e 13 143
Net Financial Debt (excluding IFRS 16).........cccoveirinniriiiinee e 1,817 1,277
Net Financial Debt(excluding IFRS 16)/EBITDA ratio®...........cccccoveviernnnee. 67.5x 4.5x

Fiscal Year
Restated
2018 Restated 2017 2016

(€ ‘000) except ratios

Gross sales uUnder DANNEIM. ..............ccviieevirieeeeee e 9,390,219 11,040,709 10,454,004
Commercial margin® .... 1,606,345 1,850,311 1,864,752
Adjusted EBITDAR) ..ottt 337,890 518,492 541,276
SIS ..ttt ettt sttt re b e e r e arens 7,288,825 8,217,670 8,262,867
Adjusted EBITDA Margin®. 4.6% 6.3% 6.6%
Net Financial DEDID ...........ocvviieeieeeceee et 1,451,581 945,442 872,382

(1) The table below sets forth a reconciliation of Gross sales under banner to sales for the period:

The Group’s Management uses “Gross sales under banner” because it provides an analysis in total turnover to the final customer in
all of the Group’s stores, both owned and franchised, as well as online sales and other sales.

June 2019 June 2018

SBIES. ..t 3,444,514 3,701,836

68 Annualized EBITDA.
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June 2019 June 2018

VAT and franchise Mark UP ..o e 804,983 1,498,906

Gr0SS SAIES UNAET DANNET ..ottt ettt eeeeenenenens 4,249,497 5,200,742

Fiscal Year

Restated Restated
2018 2017 2016
(€ ‘000)
SISttt 7,288,825 8,217,670 8,262,867
VAT and franchise Mark UP .......cooeeeiinieienineeie s 2,101,394 2,823,039 2,191,137
GOSS SAUES UNGEE DANNEE oo 9,390,219 11,040,709 10,454,004

(2) Commercial margin is calculated as sales and other income less good and other consumables used. The Group’s management
uses commercial margin to monitor the evolution of the commercial conditions, logistic costs related to sales and known and
unknown losses. The table below sets forth a reconciliation of commercial margin.

June 2019 June 2018
SIS ...ttt 3,444,514 3,701,836
Other INCOME ..., 39,778 75,212
Goods and other consumables USed ..............cooevevreevseereereeennn, (2,787,504) (2,894,710)
696,788 882,338
20.2% 23.8%

(3) The table below sets forth a reconciliation of Adjusted EBITDA to Results from Operating Activities.

The Group’s Management uses Adjusted EBITDA and Adjusted EBITDA margin as business performance measurement indicators
because they provide an analysis of the changes in recurring profit from operations. In addition, EBITDA by segment has been
included for information purposes only and to supplement the APMs regularly used by the Group and described in this Prospectus.

June 2019 June 2018
(€ ‘000)

Results from Operating
ACHVITIES. ..o e, (315,003) 15,114

As a percentage of SAIES .......c.ovviiiiiic e -9.1% 0.4%
Depreciation and amOrtiZation ............ccoveivrerirerieienee e snens 265,274 119,010
Impairment of NON-CUMTENT 8SSELS........ccveiriiirierieiieie e 11,594 3,275
Losses on disposals Of fiXed @SSELS .........ccerirreiiiiiiiiciire e 51,602 5,684
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June 2019 June 2018

EBITDA ..ottt b ettt 13,467 143,083
As a percentage of SAIES .......c.oveiiriiieie e 0.4% 3.9%

Other cash eIEMENTS: .. ...t 75,831 48,343
Expenses related to remodeling Of SEOres..........ccocoveerirrieiiniiicerseeeie - 14,177
Expenses related to transfer of own stores to franchises............ccccccovvviicrnnnene. - 5,350
Expenses related to store and warehouse CloSiNgs.........ccoccveerreneieneneenieenies 19,639 12,167
Expenses for effiCienCy Projects.........oocoeiveiininicennrnee s 43,586 21,972

Other SPECIal EXPENSES ........cueuiriiiiirieriririeieiee ettt - -

OFf WHIiCh CONSUITING ... s 12,606 8,241

of which other Special EXPENSES...........cviiirieirirriee e - 545
Gains from the sale of fiXed SSELS..........cceerirrriiiiee e - (14,109)
IFRS 16 = LBASES. .....eeveereinteriesteeie ettt ettt sttt be s (163,038) -
IAS 29 HyPErinFIAtion ...........c..evvrveecerieeesessessee s ssssessessse s sesssenes 18,101 14,541
AjUStEd EBITDA™. ..o eeeeveveeesereseeeseseeeseseseseessesessseseseesssseseeen (55,639) 205,967
@) In the first half of 2019 the Company has updated the definition of Adjusted EBITDA to exclude the effect of IAS 29

(also restated in first half 2018 calculation due to regulation requirements) and IFRS 16. The Company has changed the criteria of
calculation to include as ordinary operational expenses or revenues — to be more conservative- those related to store remodeling and
closings, long-term incentive programs (LTIP), and write-offs of account receivables related to franchisees. See Note 3 —
“Information on Operating Segments” in the Limited Reviewed H1 2019 Financial Statements. The Company has not reexpresed
the Adjusted EBITDA calculation for first half 2018 to reflect the criteria changes explained above (except for IAS 29 changes) due
to the complexity involved in segregating the expenses related to store remodelings and closings from the expenses related to store
operations incurred in the period of time from when the decision is taken to close a store to its definitive closure.

“Qther cash elements” and Adjusted EBITDA include the following expenses and gains for the semesters ended June 30, 2019 and
2018:

. Store and Warehouse closure expenses amounted a positive effect in Adjusted EBITDA of a total of €19,639 thousand as of
June 2019 (closure expenses other than those related to store operating expenses incurred in the period of time from when
the decision is taken to close a store to its definitive closure) which include €11,394 thousand of operating expenses, €418
thousand of goods and other consumables and €7,827 thousand of impairment of trade debtors. This amount was €12,167
thousand in June 2018 (which included expenses related to store operating expenses incurred in the period of time from
when the decision is taken to close a store to its definitive closure).

. Expenses related to efficiency projects: expenses mainly related to severance costs resulting from productivity
improvement processes at stores and warehouses due to the roll-out of automation processes or process re-engineering at
warehouses and/or stores, the reduction in overhead costs at the regional or national level and expenses related to new
technologies training. In all cases, the aim is to enhance productivity and adapt the cost structure in response to the negative
performance of sales. These expenses amounted a total of €43,586 thousand in June 2019 generating a positive impact in
Adjusted EBITDA which corresponds to €40,290 thousand of personel expenses and €3,296 thousand to impairment of
trade debtors (compared to €21,972 thousand in June 2018, which included expenses related to store personnel expenses
incurred in the period of time from when the decision is taken to close a store to its definitive closure).

. Other special expenses: these expenses relate to non-underlying events affecting the ongoing course of business, such as the
consulting expenses related to special projects in Spain, all expenses connected with the refinancing of borrowings in first
half of 2019 and the commitment to underwrite the capital increase. These expenses amounted €12,606 thousand as of June
2019 (booked in operating expenses) compared to €8,786 thousand in June 2018 generating a positive impact in Adjusted
EBITDA.
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. First half 2018 figures also included expenses related to remodeling costs (positive impact in Adjusted EBITDA of €14,177
thousand), expenses to the transfer stores of own stores to franchises (€5,350 thousand positive impact) and gains from the
sale of fixed assets (gain of €14,109 thousand negatively impacting Adjusted EBITDA). Those items are not considered
“Other cash elements” for the first half of 2019.

. IFRS 16 effect in leases: this effect negatively impacted Adjusted EBITDA in first half 2019 in €163,038 thousand but did
not impact June 2018 figures. This adjustment neutralizes the positive impact that the application of IFRS 16 has in
EBITDA due to the decrease in rental expenses that on the opposite have a negative effect in amortization and depreciation.
For further detail see note 3 — “Information on Operating Segments” in the Limited Reviewed H1 2019 Financial
Statements.

. IAS 29 hyperinflationary standards effect: amounted a positive impact of €18,101 thousand in first half 2019 and €14,541
thousand in June 2018. This adjustment neutralizes the negative impact that the application of IAS 29 has in EBITDA for
both years (impacting all accounts included in EBITDA calculation). For further detail see note 3 — “Information on
Operating Segments” in the Limited Reviewed H1 2019 Financial Statements.

Fiscal Year

Restated Restated
2018 2017 2016
(€ ‘000)
Results from Operating

ACTIVIEIES . e ettt et et (94,541) 217,967 237,584
As a percentage of SAIES ... -1.3% 2.7% 2.9%
Depreciation and amOrtization ..o s 235,206 223,719 217,787
Impairment 0f NON-CUMTENE @SSELS........cviveveriiriieieiieieie e 79,937 12,053 12,701
Losses on disposals Of fiIXed @SSELS .........ceerueiriieerieiee e 25,414 17,214 10,437
EBITDA .ottt b e bbbttt 246,016 470,953 478,509
As a percentage of SAIES .......c.covieiiiiiiee e 3.4% 5.7% 5.8%

Other ash 1BMENES™: ..ot
Expenses related to remodeling of SEOres..........cccoovieeininreeiniee e 18,616 17,975 15,742
Expenses related to transfer of own stores to franchises............c.coceeevrriiiirininnne. 10,412 10,798 26,037
Expenses related to store and warehouse CloSiNgS .........ccovveereiiierisieneseees 26,845 32,957 16,385
Expenses for effiCiency ProJECtS........ccocviiiiiiiiieire et 34,634 20,224 5,650

Other SPECIAI EXPENSES .......ccveueiiirieiirieiieieie ettt
of which transportation strike in Brazil...........ccccooooieiiinnincnee e 7,941 - -
OF WHICh CONSUITING ...t 18,206 - -
of which other special EXPENSES..........civiiiriiiieeee e 2,269 1,669 772
Gains from the sale of fiXed aSSetS.........cccoirriiiiiiicc e (28,115) (31,226) (16,461)
Expenses relating to share based PayMents............co.ovveevreveeeresrenerenseneeessesneeneons 1,066 (4,858) 14,642
AJUSTEd EBITDAOM™, oo 337,890 518,492 541,276
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(*) “Other cash elements” and Adjusted EBITDA include the following expenses and gains:

e  Expenses related to the remodeling of stores: operating expenses (staff costs and operational expenses) borne by the
Group during temporary store closures while the stores undergo refurbishment and are not generating revenue.
These expenses rose by 3.6% in FY 2018 due to the increase in the number of renovations (1,140 in FY 2018
compared with 772 in FY 2017) but at a lower cost per unit due to some stores requiring less investment and some
only requiring the addition of new modules. In FY 2017, these expenses rose by 14.2% due to the increase in
number of refurbishments (772 in FY 2017 compared with 574 in FY 2016) at a lower cost due to a reduction in the
number of days the store is temporarily closed.

This item includes: (i) goods and other consumables used of €2,418 thousand in FY 2018 (compared with €804
thousand in FY 2017 and €565 thousand in FY 2016); (ii) staff costs of €6,728 thousand in FY 2018 (compared to
€8,264 thousand in FY 2017 and €10,775 in FY 2016); and (iii) other operational expenses of €9,470 thousand in
FY 2018 (compared to €8,907 thousand in FY 2017 and €4,402 thousand in FY 2016).

e  Expenses related to the transfer of own stores to franchisees: expenses mainly related to employee severance costs
when transferring stores. These expenses fell by 3.6% in FY 2018 as fewer stores were transferred to franchisees
(376 in FY 2018 compared with 414 in FY 2017). In FY 2017 these expenses fell by 59% due not only to the
decline of stores transferred to franchisees (414 in FY 2017 compared with 506 in FY 2016), but also the average
cost associated with these transfers.

. Transfer of own stores to franchises include staff costs of €10,412 thousand in FY 2018 (compared to €10,798
thousand in FY 2017 and €26,037 thousand in FY 2016).

. Store closure expenses: expenses related to store operating expenses incurred in the period of time from when the
decision is taken to close a store to its definitive closure, as well as the expenses related to store closures such as
severance costs and penalties. These costs dropped by 18% in FY 2018 due to a decrease in the number of closures
of CO-COs and CO-FOs stores (102 in FY 2018 compared with 216 in FY 2017) although at a higher cost per unit.
In FY 2017 these expenses doubled due to an increase in the number of closings (216 in FY 2017 compared with
129 in FY 2016).

Warehouse closure expenses: these expenses relate to the costs connected with the closing of a warehouse such as
severance costs and penalties derived from non-cancellable leases.

Store and Warehouse closure expenses include: (i) positive goods and other consumables used of €2,541 thousand
in FY 2018 (compared to €7,775 thousand in FY 2017 and €4,539 thousand in FY 2016); (ii) staff costs of €16,321
thousand in FY 2018 (compared to €27,527 thousand in FY 2017 and €13,602 in FY 2016); and (iii) and other
operational expenses of €13,065 thousand in FY 2018 (compared to €13,205 thousand in FY 2017 and €7,322
thousand in FY 2016).

e  Expenses related to efficiency projects: expenses mainly related to severance costs resulting from productivity
improvement processes at stores and warehouses due to the roll-out of automation processes or process re-
engineering at warehouses and/or stores, the reduction in overhead costs at the regional or national level and
expenses related to new technologies training. In all cases, the aim is to enhance productivity and adapt the cost
structure in response to the negative performance of sales.

e  Efficiency projects expenses include: (i) negative goods and other consumables used of €2,287 thousand in FY
2018 (compared to €1,353 thousand in FY 2017 and no cost in FY 2016); (ii) staff costs of €31,074 thousand in FY
2018 (compared to €15,355 thousand in FY 2017 and €5,648 in FY 2016); and (iii) and other operational expenses
of €1,273 thousand in FY 2018 (compared to €6,222 thousand in FY 2017 and €2 thousand in FY 2016).

. Other special expenses: these expenses relate to non-underlying events affecting the ongoing course of business,
such as the transport strike in Brazil, consulting expenses related to special projects in Spain, all expenses
connected with the refinancing of borrowings in 2018 and the commitment to underwrite the capital increase in
2019, additional consultant expenses incurred in the year mainly related to the accounting restatement, and
expenses relating to the definition of the Group’s new strategic plan. “Other special expenses”, includes in 2018 the
capital gain on the sale of 50% of the Group’s interest in Finandia to CaixaBank, offset mainly by the impairment
of the receivable with Red Libra S.L. In addition, in 2018 it includes the expenses associated with the transport
strike in Brazil that mainly represent the operating expenses and, to a certain extent, impairment of unsold goods
incurred by our stores during the period of temporary closure or lower sales while the strike was in place. In FY
2017 and FY 2016 other special expenses included costs associated with the negotiation of a joint-venture with
CDS], as described in “Presentation of Financial Other Information — Joint Arrangement in CD Supply Innovation,
S.L.”, and a customer experience project implemented in Spain.

. Gains from the sale of fixed assets corresponds to the proceeds on sale and leaseback contracts for certain
warehouses and stores.
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. Expenses related to share based payments transactions are related to pluriannual share based compensation plans
which vary and depend on their approval on the General Shareholders’ Meeting and, given their variability, are
excluded for the purpose of evaluating the Group’s results of operations.

The above expenses and gains are included in Adjusted EBITDA in order to exclude and isolate those expenses and gains which: (i)
are considered non-underlying; (ii) are recurring amongst the periods with significant variable impact on the Group’s results of

operations; or (iii) that may create distortions in the presentation of the Group’s results of operations.

The table below sets forth a reconciliation of Adjusted EBITDA to Net (Losses)/Profit by segment. In addition, EBITDA by
segment has been included for information purposes only and to supplement the APMs regularly used by the Group and described in

this Prospectus.

(4) The table below sets forth a reconciliation of Net (Losses)/Profit to Adjusted EBITDA.

June 30, 2019

Spain Portugal Argentina Brazil Total
(€'000)
NeEt LOSSESuuieuieniiniiuiieienieniiuiearerenreaeaecaeenn (226.715) (8.516) (19.248) (164.196) (418.675)
Net Financial EXpenses..........cueeuiuiiieireinereiieennanne 63.747 4175 21.981 21.890 111.793
Result from financial instruments...............cooceeeeeeinnn 12.514 - 73 - 12.587
INCOME TAX. ..ottt e e (657) (2.177) (2.646) 32 (5.448)
Losses Net of taxes of discontinued operations............ 20.723 - - - 20.723
Losses of Companies accounts for using the equity metl 130 - - - 130
Gain from monetary positions..............cccccoveveeeininnine - - (36.113) - (36.113)
Results from Operating Activities.. (130.258) (6.518) (35.953) (142.274) (315.003)
As a percentage of sales .. . -6,3% -2,2% -7,3% -24,3% -9,1%
Depreciation and amortization ........ . 174546 21.878 20.716 48.134 265.274
Impairment of non-current assets 11571 23 - - 11.594
Losses on disposals of fixed assets 8.863 224 11.715 30.800 51.602
64.722 15.607 (3.522) (63.340) 13.467
As a percentage of sales .. 3,1% 5,4% -0,7% -10,8% 0,4%
Other cash elements(*): ....
Bxpenses related to store and warehouse closings 9.300 48 26 10.265 19.639
Bxpenses for efficiency projects ......c..cvvevenennes . 37.900 784 1.196 3.706 43.586
Other SPECIal EXPENSES ..ottt
of which consulting . 12.557 49 - - 12.606
of which other special expenses - - - -
Gains fromthe sale of fixed assets - - - - -
IFRS 16 - Leases (106.415) (13.255) (10.004) (33.364) (163.038)
IAS 29 Hyperinflation - - 18.101 - 18.101
AdJUSTEAd EBITDA........oceeieeieieiisereeseessstsesessssssesssssenens 18.064 3.233 5.797 (82.733) (55.639)
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Half Year 2018

Spain Portugal Argentina Brazil China Total
(€'000)
Net LOSSES.uuuiirruuniiiiiunieiiriieeeriieerniaeeennan (1,647) (9,062) (16,850) 1,148 (3,207) (29,618)
Net Financial Expenses... 8,323 55 15,682 6,552 - 30,612
Income Tax.................. 18,274 758 4,175 562 - 23,769
Losses Net of taxes of discontinued operations............ 4,819 - - - 3,207 8,026
Losses of Companies accounts for using the equity met! 96 - - - - 9%
Gain from monetary positions... - - 17,771) - - 17,771)
Results from Operating Activities. 29,865 (8,249) (14,764) 8,262 - 15,114
As a percentage of sales 1.3% -2.7% -3.2% 12% 0.0% 0.4%
Depreciation and amortization 75,919 11,636 10,582 20,873 - 119,010
Impairment of non-current assets . 737 2,538 - - - 3275
Losses on disposals of fixed aSSets ..........ccuvermerverneerernns 2,486 906 2,271 21 - 5,684
EBITDA 109,007 6,831 (1,911) 29,156 - 143,083
As a percentage of sales 4.9% 2.2% -0.4% 4.2% 0.0% 3.9%
Other cash elements(*):
Expenses related to remodeling of stores..........ccocovevene 10,662 1,958 1,150 407 - 14,177
Expenses related to transfer of own stores to franchise 4,206 - - 1,144 - 5,350
Expenses related to store and warehouse closings ...... 9,451 2,557 159 - - 12,167
Expenses for efficiency projects .......oocvvmevceveererens 18,782 2,389 801 - - 21,972
Other special expenses 0
of which consulting 528 - - 7,713 - 8,241
of which other special expenses ... 336 203 6 - - 545
Gains fromthe sale of fixed assets (3413) (1,044) (713) (8,939) - (14,109)
IFRS 16 - Leases - - - - - -
IAS 29 Hyperinflation - - 14,541 - - 14,541
Adjusted EBITDA 149,559 12,894 14,033 29,481 - 205,967
2018
Spain Portugal Argentina Brazil China Total
(€'000)
Net Losses.... (321,510) (13,582) (8,465) (5,618) (3,412) (352,587)
Net Financial Expenses... 30,764 720 37,625 14,616 - 83,725
INCOME TAX...cvveiireie it 189,654 (3,711) 3,772 (2,791) - 186,924
Losses Net of taxes of discontinued operations........... 50,198 109 - - 3,412 53,719
Losses of Companies accounts for using the equity met! 377 - 806 - - 1,183
Gain from monetary positions - - (67,505) (67,505)
Results from Operating Activities. (50,517) (16,464) (33,767) 6,207 - (94,541)
As a percentage of sales -1.2% -2.6% -3.5% 0.4% 0.0% -1.3%
Depreciation and amortization 147,175 22,199 23,310 42,522 - 235,206
Impairment of non-current assets ... 65,453 10,463 1,710 2,311 - 79,937
Losses on disposals of fixed assets . 6,944 4,109 14,405 (44) - 25,414
EBITDA 169,055 20,307 5,658 50,996 - 246,016
As a percentage of sales 3.9% 32% 0.6% 3.6% 0.0% 3.4%
Other cash elements(*):
Expenses related to remodeling of Stores...........covuvnene. 13,471 2,928 1,111 1,106 - 18,616
Expenses related to transfer of own stores to franchise 7,907 - - 2,505 - 10,412
Expenses related to store and warehouse closings ...... 18,110 8,735 - - - 26,845
Expenses for efficiency projects ... 27,398 5,246 1,990 - - 34,634
Other special expenses 0
of which consulting 18,206 18,206
of which transportation strike in Brazil.................... - - - 7,941 - 7,941
of which other special expenses ... 1,951 - 318 - - 2,269
Gains fromthe sale of fixed assets (5,807) (7,201) (6,517) (8,590) - (28,115)
IFRS 16 - Leases - -
1AS 29 Hyperinflation............c.cccovevviveenereincenins - -
Expenses related to share based payments transactions. 701 90 201 74 - 1,066
Adjusted EBITDA 250,992 30,105 2,761 54,032 - 337,890
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Spain Portugal Argentina Brazil China Total
(€000}
Net Losses....cininnennaniinnnns 93,361 9,782 (675) 20,134 (21.434) 101,168
Net Financial Expenses 16,637 T18 31,343 4772 - 33490
Income Tax 36.18% 3217 3.3 9.303 - 32,013
Losses Net of taxes of discontinued operations._.. . {9.632) (312) - - 21434 11,490
Losses of Companies accounts for using the equity met’ (194) - - - - (194)
Gain from monetary positions - - - - - -
Results from Operating Activities... 136,381 13,403 33972 34,209 - 217,967
As a percentage of sales 21% 2.0% 2.4% 2.0% 0.0% 27%
Depreciation and amortization 139,991 22399 17.871 43458 - 223,719
Impairment of non-current assets 7.762 4,105 43 143 - 12,033
Losses on disposals of fixed assets .. - 0870 384 3,973 776 - 17214
EBITIDA c.coocessssssssssssssssssssmsssmsssssssssassssasssssssmssssssssasssasssss 204,013 40.493 57.861 78.586 - 470.953
As a percentage of sales 6.6% 6.1% 4.2% 4.6% 0.0% 5.7%
Other cash elements(*): e
Expenses related to remodeling of stores.. 1452 2.79% - 17973
Expenses related to transfer of own stores to franchis: - 1,900 - 10,798
Expenses related to store and warehouse closings ... 1,667 - - 32,057
Expenses for efficiency projects . - - - 20224
Other special expenses .. -
of which consulting - - - -
of which transportation strike in Brazil . - - - - - -
of which other special expenses 02 - 1277 - - 1.669
Gains from the sale of fixed assets .. (12.473) (3.243) (3.074) (12.434) - (31.226)
[FRS 16 - Leases - - - - - -
TAS 20 Hypernflation. ... - - - - - -
Expenses related to share based payments transactions. (3.351) (663) (248) (396) - (4.858)
Adjusted EBITDA ... 346,899 42,203 58,035 70,455 - 518,492

138/326



BT o o

Net Financial Expenses
Income Tax

Losses MNet of taxes of discontinued operations. ...
Losses of Comparies accounts for using the equity method
Gain from monetary posiions. ...
Fesults from Operating Activities
As a percentage of sales
Depreciation and amortization
Impairment of non-current assets

Losses on disposals of fived assets

EBITDA i s s s s s

Asapercentage af sales

Other cash elements{™ ] e

Expenses related to remodeling of stores..eccee
Expenses related to transfer of own stores to franchises
Expenses related to store and warehouse closings
Expenses for efficiency projects
Other special expenses
of which consulting ..o

of which transportation strike in Brazil

of which other special expenses

Gains from the sale of fixed assets
FRS 16-Leases
[AS 29 Hyperinflation
Expenses related to share based payments transactions. ...

Adjusted EBITDA st s sssssssssssssssssssssssssssasans

FY 2017 FY 2016
FY2Z018 Eestated Restated
(€000
(352,587 101,168 128,774
83,725 35,490 50,000
186,924 52,013 30,267
33,719 11,490 8.546
1,183 (194) (93)
(67.303) - -
(94.541) 217,967 237,584
-f3% 27% 28%
233,206 223719 217,787
78937 12,033 12,701
25414 17.214 10.437
246,016 470,953 478,509
3 4% 3.7% 5.8%
18.616 17,9735 13,742
10,412 10,798 26,037
26,843 32,957 16,383
34,634 20,224 3,650
18206 - -
7041 - -
2269 1.669 T2
(28.113) (31.226) (16.461)
1,066 (4.358) 14,642
337,890 518,492 541,176
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following is a discussion of the Group’s financial condition and results of operations as of and for
the years ended December 31, 2016, 2017 and 2018 and for the semesters ended June 30, 2019 and 2018.
The financial information included in the discussion below has been extracted from the Group’s Limited
Reviewed H1 2019 Financial Statements and the Audited 2018 Financial Statements, which include the
restated comparative information for the years ended December 2017 and 2016; and the information for
the semesters ended June 30, 2019 and 2018, with the exception of data concerning the Group’s
“Adjusted EBITDA”, which is a non-IFRS financial measure used by the Group’s management. You
should read this discussion in conjunction with the sections entitled “Presentation of Financial
Information and Other Information” and “Selected Financial and Operating Information ”.

This discussion involves forward-looking statements that reflect the current view of the Group’s
management and involve risks and uncertainties. The Group ’s actual results could differ materially from
those contained in any forward-looking statements as a result of factors discussed below and elsewhere
in this document, particularly the risk factors discussed in the section entitled “Risk Factors”. Certain
regulatory and industry issues may also affect the Group’s results of operations and are described in
“Business Description” and “Industry Overview ” of this document.

Overview

Distribuidora Internacional de Alimentacion S.A. (the “Company”, and together with its subsidiaries, the
“Group” or “DIA”) is a leading convenience grocery retailer with an average of 2.97 million tickets per
day and over 22 million active members worldwide in 2019. Based in Madrid, Spain, and listed on the
Spanish Stock Exchanges, the Group is the Spanish grocery retailer with the largest network of stores in
the country, the highest rate of penetration in small municipalities and the third-largest market share in
Spain in 2019 (Source: Kantar Worldpanel).

As at June 30, 2019, the Group operated 6,809 stores across Spain, Portugal, Brazil and Argentina
(including franchised stores and Clarel, and excluding Max Descuento) and had approximately 40,247
full-time employees. As of June 30, 2019, Clarel stores represented 1,279 of the Group’s stores.

The Group operates grocery retail stores under the convenience model through its network, which it
manages directly or under franchise agreements. As at December 31, 2018, 57.6% of stores were
franchises, making the Group the largest Spanish grocery retail franchiser among main competitors, the
second-largest franchiser in the European food sector and a top 25 franchiser worldwide (Source:
Franchise Direct 2018; Kantar Worldpanel). In June 30, 2019, 46.8% of the stores were franchises.

The stores operated by the Group fall generally into three formats, with minor regional variations and an
overall focus on convenience: DIA, La Plaza de DIA and DIA & Go. The DIA format is present across all
four jurisdictions in which the Group operates, with stores located near to customers in cities, suburban
towns and smaller villages. The La Plaza de DIA format is only available in urban areas across Spain with
a focus on fresh and premium products. DIA & Go, the newest format introduced in 2018, is located in
high-density urban areas in Spain, Portugal and Brazil and caters to high convenience, “on-the-go”
shoppers. All three formats are designed to service all major shopping missions with a tailored, customer-
centric approach.

The Group’s product offering includes food and non-food products. In the year ended December 31,
2018, food products accounted for 82% of the Group’s sales and in the semester ended June 30, 2019,
food products accounted for 83.49% of the Group’s sales. As part of a focused effort to enhance its fresh
food offering, the Group is introducing meat, fish and deli counters in a selected number of stores, and
packed fresh products in all of its stores. The Group is dedicated to increasing the area dedicated to
bakery, fruits and vegetables and offering on-the-go food. It has also increased the assortment, variety and
frequency of delivery of fresh products across its store network. Fresh food accounted for 15.8% of the

140/326



Group’s sales in the semester ended June 30, 2019, compared to 17.4% in 2018 (restated) and 15.7% in
2017 (restated).

The products offered by the Group are sold under the Group’s own private label and national brands. In
2018, private label products accounted for 42.83% of sales (42.8% as of June 30, 2019), and were sourced
primarily from local suppliers. As of June 30, 2019, the Group has more than 30 years’ experience in
private label development and its current private label offering includes 6,660 SKUs.

In financial year 2018 the Group reorganized its segmental division for reporting purposes to align with
its organizational structure and to bring it in line with its new understanding of the business pursuant to
the Group’s new strategic plans.

Prior to financial year 2018, the Group reported its results under two segments, Iberia (which included
operations in Spain, Portugal and Switzerland) and emerging countries (which included operations in
Brazil, Argentina, Paraguay and China). The Group’s new reporting segmentation is based on the
following four segments: (i) Spain (which includes its operations in Switzerland), (ii) Portugal, (iii) Brazil
and (iv) Argentina (which includes its operations in Paraguay). The results of operations of the Group’s
business in China were reported as discontinued operations in FY 2018 and FY 2017, until the sale of
such business on August 10, 2018.

The Group’s Audited 2018 Financial Statements included in this Prospectus reflect the Group’s new
segment reporting structure for financial year 2018 and the comparative historical segmental financial
information for financial year 2017 has been presented to give effect to the new segment presentation. In
addition, Appendix 1 to the Audited 2018 Financial Statements includes supplemental financial
information for financial year 2016 based on the new segmental presentation.

Comparisons of the Group’s sales and Adjusted EBITDA on a segmental level between financial year
2018, financial year 2017 and financial year 2016 included in this Prospectus are made on the basis of the
new segment reporting structure using the financial information for such fiscal years contained in the
Audited 2018 Financial Statements. In addition, EBITDA by segment has been included for information
purposes only and to supplement the APMs regularly used by the Group and described in this Prospectus.

For additional information see Note 4 to the Audited 2018 Financial Statements.

During year 2019 the Group has not made any further changes to the segmental information and is
organized into business units and has four reporting segments based on geography: Spain, Portugal,
Brazil and Argentina. As at December 31, 2018, Spain accounted for 58.7% of the Group’s sales, with
Portugal accounting for 8.6%, Brazil for 19.3% and Argentina for 13.3%. In addition, as at June 30, 2019,
Spain accounted for 60.3% of the Group’s sales, with Portugal accounting for 8.4%, Brazil for 17.0% and
Argentina for 14.2%. On a consolidated basis, (i) for the year ended December 31, 2018, the Group had
sales of €7,288.8 million, a net loss of €352.6 million and consolidated EBITDA of €246 million; and (ii)
for the semester ended June 30, 2019, the Group had sales of €3,444.5 million, a net loss of €418.7
million, consolidated EBITDA of €13.5 million and negative €566.2 million of total equity. See “Selected
Financial and Operating Information—Non-IFRS Financial Measures and APMs”.

The Group’s business model is underpinned by a time-tested supply chain system. The Group operates its
own fully-integrated logistics system based around 35 warehouses that match the Group’s geographic
footprint across its primary jurisdictions, and the support of third-party transportation companies. See “—
Operations—Logistics”.

The Group has a large loyalty card program, “ClubDIA”, with over 22 million active members as at June
30, 2019, which also allows the Group gain valuable insight into customer purchasing patterns and
preferences. The Group believes that it can leverage this program to redesign its operational processes,
including optimizing its supply chain, as well as creating personalized offers to customers based on their
shopping behavior through the use of advanced analytics.
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Upon completion of the Offering, the Group intends to implement a new business plan, which will aim at
turning around the Group’s results of operations with the aim of ensuring the viability of its business and
improving its profitability in the medium-term.

Recent Developments

On July 17, 2019, DIA entered into the New Finance Arrangements with its Lenders amending and
restating the Preexisiting Finance Arrangements for an amount of €973,219 thousand, of which, (i)
€902,426 thousand corresponds to the Preexisting Finance Arrangements (with a new extended maturity
date of March 31, 2023) and (ii) €70,793 thousand corresponds to the Supplier Tranche (with a maturity
of one year with the possibility of two further extensions of one year each). The Supplier Tranche
includes €9,693 thousand that previously corresponded to the Preexisting Finance Arrangements. For
further detail see “Description of Certain Financing Arrangements”.

As of the date of this Prospectus de New Finance Arrangements are fully in force and binding to the
Company, being no condition precedent still pending to be fulfilled.

Bonds

After receiving the PPLs from LetterOne, on July 22, 2019 the Company repaid in full the €306 million
“Euro Medium Term Notes” maturing on that date, thereby fully settling its payment obligations in
relation thereto.

Results of the 2014 Inspection.

On January 29, 2019, DIA Brazil received the result of the inspections carried out on the 2014 accounts,
resulting in an updated debt of €102,295 thousand (BRL 445,094 thousand) relating to the different items
of indirect federal taxes Program of Social Integration PIS and COFINS, which are calculated based on a
percentage of sales. Approximately 30% of the amount of the ruling corresponds to the impact on PIS and
COFINS taxes of the discrepancy regarding the income from supplier discounts, which had already been
raised in a previous inspection. The Company has appealed this ruling through administrative proceedings
and, if necessary, will file a court appeal, since it considers that there are sufficient grounds to obtain a
favorable outcome. Based on reports drawn up by two legal firms, the Company has deemed the risk of
loss of the items disputed in this appeal as remote/possible in the most part and has therefore only
recorded a provision of €1,264 thousand (BRL 5,500 thousand) at June 30, 2019.

Additionally, DIA Brazil received two notifications from the Brazilian tax authorities regarding the 2010
accounts, one for an updated amount of €16,519 thousand (BRL 71,874 thousand) in relation to the
discrepancy regarding the tax on income from supplier discounts, and the other for omission of income
from circulation of goods for an updated amount of €80,227 thousand (BRL 349,076 thousand).

In relation to the first issue (regarding tax on income from supplier discounts), an unfavorable decision
was passed down in the administrative proceedings and the Company filed a court appeal in 2016. As of
the date of this Prospectus, the Company has no further information about the court appeal filed before
the administrative court of first instance in 2016. However, based on reports from external lawyers, the
Company considers that there are sufficient grounds to secure a ruling in favour of DIA Brazil.

In relation to the second issue (on circulation of goods), the administrative proceedings resulted in an
unfavorable ruling, which was subsequently appealed. As a result, the administrative court of second
instance (CARF), recognized deficiencies in the inspection process and ordered another inspection, which
concluded in June 2019 with a favorable ruling for DIA Brazil. The administrative court of second
instance (CARF) must now analyse the conclusions of the new inspection.

The Group’s external legal advisors continue to deem the likelihood of an unfavorable outcome as remote
and the Company has therefore made no provisions as of December 31, 2018 and as of June 30, 2019 for
these two issues.
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Devaluation of the Argentine peso.

After the election results in Argentina, there has been a significant devaluation of the Argentine peso, as
well as a deterioration in the valuation of the country’s sovereign debt and the majority of shares listed on
its stock markets. Depending on the future evolution of the economic situation in Argentina, there could,
if appropriate, be a negative effect of the application of IAS 29 on hyperinflationary economies, based on
the devaluation of the peso against the euro as of December 31, 2019.

Collective dismissal process in EI Arbol Supermercados y Distribucion, S.A.

On September 13, 2019 the Company launched a collective dismissal process in the subsidiary Grupo El
Arbol Supermercados y Distribucion, S.A. mainly related to the expected closing of Max Descuento
stores, which could affect a maximum of 210 employees and is fully provisioned as of September 30,
20109.

Key Factors Affecting the Results of Operations

The Group’s results of operations are driven by a combination of factors affecting the markets in which it
operates, some of which are beyond the Group’s control. The following discussion provides an overview
of the key factors that the Directors believe have affected the Group’s results of operations in the period
under analysis and could affect its results of operations in the future.

Macroeconomic conditions and trends in the countries in which the Group operates

A majority of the Group’s operations are based in, and a majority of the Group’s sales are derived from,
Spain. As at FY 2018, Spain accounted for 58.7% of the Group’s sales, with Portugal accounting for
8.6%, Brazil for 19.3% and Argentina for 13.3%. As a result, Spanish macroeconomic trends, including
the rate of growth of the Spanish economy and the evolution of the grocery retail industry in Spain, which
is a mature, complex and highly competitive market, significantly influence the Group’s performance.
See “Risk Factors”.

The Group’s results of operations are also affected by global economic conditions as well as specific local
economic conditions in the markets and geographic areas in which it operates. Such conditions include
levels of employment, commodity inflation, real disposable income, the availability of consumer credit,
consumer confidence and consumer willingness to spend. In an unfavorable economic environment, the
Group’s customers may suffer a decrease in disposable income, causing them to reduce the frequency or
amount of products they purchase from the Group’s stores. Thus, unfavorable changes in general
economic conditions could reduce customer traffic and limit the Group’s ability to pass cost increases
onto customers.

Worsening macroeconomic conditions in Brazil and Argentina during FY 2018 had a material adverse
effect on the Group’s results of operations. In Argentina, the local currency, the Argentine peso,
experienced a sharp deterioration against the euro of 40.3% (44.7% in the first half 2019), and the
economy recorded an accumulated yearly inflation rate of 47.9% in FY 2018 that significantly impacted
the Group’s financial performance and results of operations for the year.

Similarly, in Brazil, the local currency, the Brazilian real, depreciated by approximately 16.2% against the
euro during FY 2018 (4.7% in the first half 2019), and a nationwide trucking strike over fuel prices that
lasted for ten days resulted in a one-off expense of €7.9 million in FY 2018. This one-off event impacted
the Group’s operating expenses and sales during the temporary closure of the stores, and also resulted in
the impairment of unsold goods. The trucking strike and the deterioration of the Brazilian company’s
relations with suppliers following the financial restatements of FY 2017 had a significant influence in the
Group’s 18.2% decline in sales in Brazil during the year.

The steep depreciation of the currencies of Argentina and Brazil had a negative impact on sales in
December 31, 2018. At a constant exchange rate, sales would have increased in a 7.4% in the period
instead of a decrease of 11.3%. During the semester ended June 30, 2019, at a constant exchange rate
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sales would have decreased by 0.5% instead of a deeper decrease of 7.0% experienced in the period%.
See “Key Factors Affecting Comparability of Results—Hyperinflation in Argentina”.

The Group believes that the state of the economy of the countries in which it operates will continue to
have a significant impact on its results of operations, as well as on its ability to implement its future
business plan.

Foreign currency fluctuations

The Group is exposed to currency translation risks in respect of its operations conducted in currencies
other than the euro, which is the Group’s reporting currency. Specifically, the Group’s operations in
Brazil and Argentina are conducted in local currencies. As such, it generates a portion of its revenue, and
incurs a portion of its expenses in Brazilian reais and Argentine pesos. In FY 2018, 32.6% of the Group’s
sales were generated in Brazil and Argentina (31.2% as of June 30, 2019).

All of the Group’s operations conducted in Brazilian reais and Argentine pesos are translated into euro at
then applicable exchange rates. With respect to FY 2018, however, operations incurred in Argentine
pesos were translated at year-end rates for 2018 given the country’s hyperinflationary economy. In
translating these results into euros, the Group is subject to translation risk whereby increases or decreases
in the value of the euro with respect to those currencies can have a significant effect on the Group’s
financial performance. As the Group reports its financial results in euro, a strong euro will reduce the
reported results of operations of non-euro businesses whereas a weak euro will increase the reported
results of operations of non-euro businesses. These translations could significantly affect the
comparability of the Group’s results between financial periods and/or result in significant changes to the
carrying value of the Group’s assets, liabilities and shareholders’ equity. In FY 2018, the Group’s sales
decreased by 11.3%, despite an increase of 7.4% in local currencies, (this increase is due to the growth in
Argentina, which was partially offset in all the other geographies). This decrease reflected an 18.7%
negative effect (at a constant rated would have increased a 7.4% instead of a decrease of 11.3% suffered
in the period) from the devaluation of the Argentine peso and Brazilian real over the period (compared to
a 1.2% negative effect in FY 2017). As a result, the Group suffered a positive effect in EBITDA of 25.5%
(would have decreased a 73.3% at a constant rate compared to a 47.8% suffered in the period) and
positive 12.1% in net losses (at a constant rate would be negative €364.9 million compared to the negative
€352.6 million registered in the period) for the year ended December 31, 2018.

In addition, the net impact of foreign exchange in the Group’s consolidated equity position was:

(i) The positive movements due to currency translation differences amounted €27,383 thousand due
to:

6) The effect totaling positive €45,178 thousand as a result of the cumulative translation
adjustment of the Argentinian subsidiaries, which has been transferred to reserves.

(o) The transfer to the consolidated income statement of the translation differences relating to
the business in China, which was sold in August 2018, total positive €3,318 thousand.

()] The remaining negative amount of €21,113 thousand relates to the translation of the
financial statements for the subsidiaries in Brazil, whose functional currency is not the
euro.

(i)  The movement in reserves related to the adjustment for hyperinflation in Argentina was positive
€55,650 thousand (in addition to the negative €45,178 thousand transferred to reserves as
explained in (i) (a) above), as per the following breakdown:

(@)  Positive €78,385 thousand relating to the effect of the restatement of opening balances of
subsidiaries in Argentina,

(b)  Positive €27,342 thousand relating to the effect of the restatement of non-monetary items in
2018,
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(c) Negative €50,047 thousand relating to the translation at the 2018 year-end exchange rate,
published by Bank of Spain.

In the first six months of 2019, the BRL and the ARS fell 4.7% and 44.7% (Source: Bloomberg),
respectively, against the euro compared to same period last year. As a result, the Group suffered a
negative effect from foreign currency translation in sales of 6.5% (at a constant rate it would have
decreased a 0.5%, instead of the 7.0% decreases suffered in the period), positive in EBITDA of 3.3%, for
the six months ended June 30, 2019 (at a constant rate it would have decreased a 93.5%, instead of a
90.2% decrease suffered in the period). In net losses, the evolution of exchange rates had a positive effect
of 56.5% (at a constant rate would be negative €435.4 million compared to the negative €418.7 million
registered in the period). The impact in foreign currency transactions was negative €444 thousand and the
gain from net monetary position was €36,113 thousand in the six months period ending on June 30, 2019.

In addition, the impact of currency translation differences in the Group’s consolidated equity position was
positive €4,631 thousand related to Brazil. In addition, the reserves were impacted by positive €8,112
thousand due to the adjustment for hyperinflation in Argentina.

Lack of strategic focus

The Group’s strategic focus has primarily been centered on the optimization of commercial margins to
maximize profits. To achieve this, the Group has historically prioritized its relationship with suppliers and
the offering of a large assortment of products to leverage volume and secure favorable pricing conditions.
The Group has also sought to maximize its market penetration and reach of customers by expanding the
geographic footprint of its store network through a wide variety of store formats, the increase in the
number of franchised stores and the expansion of its operations beyond its core business through
corporate acquisitions. In doing so, however, the Group failed to recognize shifts in customer preferences.
As a result, it did not develop comprehensive customer-centric initiatives addressing customers’ shifting
preferences towards fresh and healthy products, pricing clarity, targeted assortment, an enhanced
shopping experience and high convenience.

This lack of customer-centric initiatives in a mature and highly competitive industry, such as the Spanish
grocery retail market, resulted in a progressive deterioration of the Group’s brand and reputation, which
was underpinned by a sustained decline in customer satisfaction. As customers turned to competitors, the
Group’s market share and sales decreased sharply. Between FY 2017 and FY 2018 the Group’s sales and
commercial margin decreased by 11.3% and 13.2%, respectively, while between the first semester of
2019 and the first semester of 2018 the Group’s sales and commercial margin decreased by 6.95% and
21.0% respectively. In addition, the Group recorded a (i) loss of €352,587 thousand for FY 2018,
compared to a profit of €101,168 thousand for FY 2017; and (ii) loss of €418,675 thousand for the first
semester of 2019, compared to a loss of €29,618 thousand for the first semester of 2018.

Aside from the impact of negative macroeconomic conditions in Argentina and Brazil in FY 2018 (which
had a negative 18.7% impact on sales), the Group’s net losses were primarily due to a widespread
decrease in the volume of sales across Spain, Portugal and Brazil due to underperformance of stores on a
like-for-like basis (-3.66%) and the closure of over 102 underperforming CO-CO and CO-FO stores in
FY 2018, compared to 206 stores in FY 2017, Losses associated with such closures amounted to €16.8
million in FY 2018 and €22.2 million in FY 2017.

In the first six months of year 2019 the strong negative earnings impact was related mainly to a sharp
sales decline and also to the exceptional one-off effects registered in the period in connection with the
different measures implemented to set the right basis for the long-term turnaround of the Company, which
the Company expects will translate into visible positive effects on sales and profitability only in the
medium to long-term, if at all. Also, a detailed risk and recoverability analysis has resulted in the
recognition of previously not addressed write-offs, losses, and provisions for risks associated to the
business. The Company closed 663 stores in first half 2019 (mostly in Spain and Brazil) that generated a
negative impact in sales of €98.5 million and a negative EBITDA of €33.5 million during the first six
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months of the year. Additionally, the Company went through a strong de-franchising process, by means
of which non-profitable franchised stores become directly operated by the Group, aimed at improving the
quality of franchises network, which affected a total of 222 stores mostly in Spain and Brazil.

Sharp sales deterioration and one-off effects during first half 2019

During the first half of 2019, the Company has been operating in a highly disrupted and volatile business,
financial and corporate context which, despite having a positive final resolution at the back end of the
period, has taken a substantial toll which is reflected in the negative operating performance during the
first quarter and more strongly in the second quarter.

The sequence of the most relevant events is as follows:

() The release on February 8, 2019 of the Audited 2018 Financial Statements (showing negative
shareholder’s equity and triggering a short-term dissolution threat), together with other factors
such as: very near-term debt maturities and high refinancing risk, uncertainty around the outcome
of the then-forthcoming General Shareholders’ Meeting held on March, 29, 2019 rating agencies’
negative comments and overall headline noise, led to a negative public perception around the
Company that, amplified with sharp risk-cutting decisions made by trade insurance companies at
that time, resulted in a level of supplier tightening that impacted negatively the supply chain,
resulting in a substantial increase in the out-of-stock levels in our warehouses and stores, which
ultimately translated into lower sales.

(i)  The top-line deterioration and sales decline resulting from the above became visible firstly in
March, and accelerated since then in the following months, as the uncertainty about the binary
outcome of the voluntary tender offer kept growing, and stakeholders feared the potential
consequences of a scenario where a failed voluntary takeover bid would trigger an insolvency
proceeding.

(iii)  Finally on May 21, 2019, right after the Tender Offer was completed and an agreement in
principle with the Lenders was announced, LetterOne became the controlling shareholder of DIA
reaching 69.76% of its share capital, new members of the Board of Directors and a new CEO were
appointed. But still then, the negotiations with the Lenders to reach a binding agreement were on-
going, and their successful completion was a prerequisite for LetterOne to inject cash into the
Company ahead of the committed capital increase.

(iv)  An agreement with the Lenders regarding the New Finance Arrangements was finally reached on
June 25, 2019, and it became effective on July 17, 2019, once all conditions precedent were
completed or waived, providing the Company at last with a long-term and sustainable capital
structure, enabling the removal of the dissolution obligation, and providing an integral solution to
the urgent liquidity needs that the Company had been facing in the last months.

(v)  The Company entered into the PPLs from LetterOne totaling €490 million, of which €128.5
million was funded before June 30, 2019, and the remaining €361.5 million by July 19, 2019
(which were used by the Company to fully repay at maturity on July 22, 2019 the €306 million
Medium Term Notes). These PPLs were expected to be converted into shareholders’ equity in the
capital increase that has been submitted for approval in the General Shareholders’ Meeting held on
October 22, 2019, for an increased amount of €600 million. For further details see “The Offering”.

The complex situation and the high uncertainty described above, which has extended over most of the
period, has resulted in a very negative impact on the Company’s top-line and has ultimately driven a
strongly negative performance in the first half of 2019.

In relation to the evolution of net loss for the six-month period, it has been influenced by the combined
effect of multiple factors:
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1. The sharp sales deterioration of 7.0% caused by extraordinary out-of-stock levels and business
disruption context described above.

2. The closure process of poorly-performing stores which has affected a total of 663 stores in the first
semester of 2019 (mostly in Spain and Brazil). These 663 disposals mainly translated into: (a) the
write-off of related assets of €51.6 million; and (b) the recognition of one-off provisions in respect
of doubtful accounts receivables from related franchisees of €27.8 million. These stores generated
a negative EBITDA of €33.5 million during the first half 2019.

3. A strong de-franchising process (non-profitable franchised stores becoming directly operated by
the Group), which has affected a total of 222 stores during the first semester of 2019 (mostly in
Spain and Brazil), resulting in higher labor and Opex (due to expenses), and the recognition of
additional provisions on related accounts receivables.

4, An initial commercial assortment rationalization process carried out in all regions resulting in a
meaningful reduction SKUs reduction. This initiative led to recognizing significant losses
(especially in Brazil) related to the corresponding stock liquidation (impacting cost of goods sold)
of €38.8 million of one-off expenses.

5. The impact of some logistic improvement initiatives implying the closing of warehouses to seek
greater efficiency, which translated in the short term into higher logistic costs, additional write-offs
of assets and provisions for committed lease payments to owners for €10.8 million affecting
restructuring costs.

6. Other substantial extraordinary and one-off items such as:

() The collective dismissal implemented in Spain together with other headcount reduction
decisions taken in other countries (mainly Brazil) to improve productivity in the stores,
warehouses and head offices, impacting restructuring costs by €40.3 million.

(ii)  The complex and multi-phased syndicated debt refinancing process and advisory work
related to the capital increase presented by the former board in the Annual General
Shareholder’s Meeting (including financial and corporate advice, auditors, forensic
services, legal advice and strategy consultants), impacting restructuring costs for €12.6
million and financial results by €23.2 million. In addition, finance expenses increased in
€35.2 million due to the new application of IFRS 16 in 2019. On top of that, the higher
amounts of average financial net debt held during the period and its substantially higher
cost translated into €16.5 million higher interest financial costs. Other finance expenses
increased in €5.6 million. Total increase of finance expenses was therefore €80.5 million.

(iii)  The repurchase by DIA of 50% of Finandia, S.A. (“Finandia”) which triggered the
recognition of losses impacting financial results by €12.5 million.

7. The recognition of additional accruals in connection with certain legal and tax risks and liabilities
identified that needed to be provisioned, and write-offs and others for a total amount of €22.2
million mainly in Brazil (€16.5 million). The aforementioned “write-offs and others” correspond
to: (a) legal provisions for an amount of €9.1 million, (b) dismissals for an amount of €6.8 million,
(c) extra maintenance and other for an amount of €5.3 million, and (d) other for an amount of €1.0
million. These items are not included in other concepts explained above.

With respect to post first half of 2019 evolution, once the new liquidity -primarily in the form of
participating loans- was made available to the Company (by late June — early July), the immediate priority
has been to normalize the relationship with credit insurers and all the supplier base, to catch-up and
eliminate the out-of-stocks, and to have the warehouses and stores fully supplied, in order to be ready to
fully serve our customers and be back to business as usual as soon as possible. The positive effect of this
normalization is already visible in July and August, with like-for-like sales showing a gradual recovery
from June all-time low levels (-15.5%).
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Going forward, the Company intends to further support and promote this initial sales recovery with
several initiatives across different areas (i.e.: commercial, operations, logistics, etc.) whose common goal
will be to drive incremental traffic and sales in our stores and improve productivity.

At year-end, with additional information and under a more normalized business environment, as part of
its normal closing procedures the Company will prepare an updated long-term Business Plan for the
Company, which will be the basis to assess the long-term recoverability of its assets.

Changes to the Group’s franchise mix

The Group’s results of operations and its margins are affected by the evolution of its operational mix
between stores managed under the CO-CO and CO-FO models. Over the last few years, the Group
expanded the number of CO-FOs with the intention of increasing the Group’s profitability. However,
insufficient support from the Group to new franchisees negatively affected the performance of some of
these stores. As a result, (i) during FY 2018, the Group converted a net of 20 CO-FO stores to the CO-CO
model, 109 of which were located in Spain, compared with 105 net conversions in FY 2017 from CO-CO
to CO-FO; and (ii) during the first semester of 2019, the Group converted a net of 222 CO-FO stores to
the CO-CO model, 154 of which were located in Spain. The purpose of these conversions is to return the
stores to profitability by improving their operating standards and performance with a view to returning
these stores to the CO-FO model in the future. In the short-term, however, the conversion is likely to
negatively affect its margin and results of operations. See “Business Description—Strategy— Revamp the
operating model to incentivize franchisees and make it more effective”.

Key Factors Affecting Comparability of Results
Restatements of comparative figures for June 30, 2019 and June 30, 2018

The income statement of the six-month period finishing June 30, 2019 is presented for comparative
purposes together with the income statement as of June 30, 2018 which has been restated. The
aforementioned restatement is mainly due to the hyperinflation in Argentina, as well as the consolidation
of CDSI and the impact of irregularities and errors which were identified in the second half of 2018. Said
irregularities are described in Note 2.3 of the 2018 consolidated annual accounts. Note that Clarel
business was still considered a continued activity as of June 30, 2018 and therefore no further restatement
has been needed.

Restatements of comparative figures for FY 2017 and FY 2016

Corrections of irregularities and errors The Group’s review of its estimated results for FY 2018, which
was extended all the foreign operating subsidiaries in addition to Spain (Portugal, Brazil and Argentina)
and the consequent forensic investigations in Spain and Brazil, revealed the existence of errors and
irregular practices as a result of certain employees and members of management (including several
former senior executives of the Group), overriding its established internal controls, which led to the
restatement of comparative figures for FY 2017 and FY 2016, included in the Audited 2018 Financial
Statements. The investigations in Spain and Brazil are complete, for further information see “Risk Factors
- Any failure, insufficiency or breakdown in the Group ’s internal controls over financial reporting could
have a material adverse effect on the Group’s business, operating results, financial condition or
prospects - The Group is exposed to a variety of tax risks”.

As a consequence of the identified irregularities and the investigation, the Group, under the advice of its
attorneys, has adopted and will continue to adopt the disciplinary and legal measures that are appropriate
against irregular conducts or behaviors, in accordance with the Group’s compliance policies and the
applicable legislation. Although Group management considers that adequate and diligent internal control
systems are in place. However, as noted above, irregularities caused by management override of internal
controls were identified by management. This is an indicator that the control systems contain weaknesses
related, among others, to the management override of controls, and therefore, the Group will proceed to
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review and, where appropriate, implement additional internal policies and procedures with the aim of
further strengthening its internal controls.

The total impact in equity of such restatement amounted to €68.3 million as of December 31, 2017. The
table below provides a breakdown of the effect of the restatement on equity (after taxes) for FY 2017 (see
Notes 2.3 and 14.4 | to the Audited 2018 Financial Statements and FY 2016 (see Appendix 1 to the
Audited 2018 Financial Statements).

Reserves
P&L effect P&L effect effect in
in 2017 in 2016 2016 Total
(€ million)
TOTA oo e e e e e e (7.8) (45.1) (15.4) (68.3)

Irregularities and errors, which were detected in Spain and Brazil involved the following accounting
practices in FY 2017 (for a detail of the following adjustments for FY 2016, see Appendix | to the
Audited 2018 Financial Statements):

Suppliers trade discounts. The Group irregularly overestimated trade discounts to be received
from suppliers. The resulting effects of the adjustment were (i) a negative impact on the consolidated
income statement for FY 2017 of €33.4 million in the line item of “Goods and other consumables used”,
(ii) an increase in “Trade and other payables” of €52.6 million as of December 31, 2017, (iii) a decrease
in “Trade debtors and other accounts receivables” of €15.4 million as of December 31, 2017 and (iv) a
decrease in “Reserves” of €34.6 million as of December 31, 2017. The total impact on “Total Equity” was
€68.0 million as of December 31, 2017.

Invoices pending receipt (purchases). The Group recorded invoices pending receipt from
suppliers in the wrong accounting period. The resulting effect of the adjustment, that primarily resulted
from irregular practices, was (i) an increase of €3.9 million in “Goods and other consumables used” in
FY 2017 consolidated income statement, (ii) an increase of €28.5 million in “Trade and other payables”
as of December 31, 2017 and a decrease of €24.6 million in “Reserves” as of December 31, 2017. The
total impact on “Total Equity” was €28.5 million as of December 31, 2017.

Invoices pending receipt (fixed assets). The Group irregularly recorded invoices pending receipt
from fixed-assets suppliers in the wrong accounting period. The resulting effect of the adjustment was an
increase of €29 million in “Property, Plant & Equipment” as of December 31, 2017 and an increase of
€0.8 million in “Other intangible assets” as of December 31, 2017. These adjustments, related to Spain
and Brazil, had almost no effect on equity since the potential effect on depreciation in FY 2017 and FY
2016 were not considered to be significant as the investments were made at the end of the year and their
depreciation started on January 1 of the following year.

ICMS Tax in Brazil. The ICMS is the tax on the Circulation of Goods and Services of Brazil,
equivalent to VAT in other jurisdictions. In March 2017 the Supreme Court’s judgement of October 2016
was ratified, enabling the companies to recover part of the tax paid. In 2017 the subsidiary recognized an
asset receivable with the Brazilian Treasury. However, the calculation was reviewed in 2018 and a higher
amount was recognized in respect of the asset recoverable. This latest income should have been
recognized in 2017 when the subsidiary learned of the possibility of recognizing this asset and when it
was able to estimate the amount and not in 2018, year in which this increase was mistakenly recognized.
This effect has entailed a decrease in the consolidated income statement for 2017 in “Merchandise and
other consumables used” amounting to €29.6 million and an increase in the consolidated statement of
financial position in “Other non-current tax assets” for the same amount.

Judicial deposits in Brazil. The Group’s subsidiary in Brazil adjusted the carrying amount of its
judicial deposits in FY 2017 to account for the financial impact of the ICMS exclusion from its PIS and
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COFINS contributions (both are federal contributions calculated based on a percentage of sales). The
main impacts of this adjustment were an increase of €8.9 million in “Other non-current financial assets”
as of December 31, 2017 and an increase of €7.6 million in “Finance income”.

Provisions and others (Spain). The Group recorded certain provisions in the wrong accounting
periods. The effect of the corresponding adjustments was a negative impact of €3.9 million on the FY
2017 consolidated income statement and €17.2 million for FY 2016. These effects correspond to
adjustments to reflect the correct allocation of losses due to stock-outs, the correct allocation of the
Group’s revenue accruals due to supplier loyalty, the correct allocation of amounts accrued due to loyalty
coupons paid to franchisees, the correct accounting treatment of the redemption of offers to franchises
(these costs, derived from the Group’s commercial discount policy, are fully assumed by the Group and
therefore compensated to the franchisee), the increase in the initial estimates of the provision for the
accrual of variable remuneration and the allocation to the correct period of accruals of other provisions
estimated.

Provisions and others (Brazil). The Group recorded certain provisions in the wrong accounting
periods. The effect of the corresponding adjustments was a negative impact of €5.6 million on the FY
2017 consolidated income statement and €2.0 million for FY 2016. These adjustments reflect various
items related to the adequate assignment of the accruals of overheads for which no provision had been
made, the increase in the initial estimates of provisions for Social Security and indemnity expenses
arising with respect to personnel and the correction to direct sales in FY 2017.

Tax effect of adjustments in Spain and Brazil. The tax effect of these adjustments in the FY 2017
consolidated income statement decreased “Income tax” expense by €3 million and increased “Reserves”
by €20.9 million as of December 31, 2017. As a result of these adjustments, “Deferred tax assets”
increased by €17.4 million as of December 31, 2017 and “Current income tax assets and liabilities”
decreased by a net amount of €0.2 million as of December 31, 2017.

In addition to the adjustments made in connection with the Group’s Spain and Brazil operations, the
Group’s Portuguese subsidiary recognized an adjustment corresponding to an error related to the
derecognition of a receivable associated with the food tax generated in prior years. The Group estimated
that its recovery is unlikely and that it was erroneously recognized in prior years. The adjustment has
entailed (i) a reduction of €4.2 million in “Current tax assets” as of December 31, 2017, (ii) an increase
of €0.9 million in “Deferred tax assets” as of December 31, 2017, (iii) a reduction of €2.6 million in
“Reserves” as of December 31, 2017 and (iv) a negative impact in the consolidated income statement for
FY 2017 €0.6 million.

For additional information, including a reconciliation table showing the restatement adjustments, please
see Notes 2.3 and 14.4 to the Audited 2018 Financial Statements.

Non-Current Assets Held for Sale and Discontinued Operations
Cash & Carry (Max Descuento) and Clarel

During FY 2018, following its decision to divest certain non-core businesses, the Group classified in its
Audited 2018 Financial Statements the businesses of Clarel and Cash & Carry as non-current assets held
for sale in accordance with IFRS 5 “Non-Current Assets Held for Sale and Discontinued Operations”. As
a result of the foregoing, all assets related to the business of Clarel and Cash & Carry were classified
under the heading ‘‘Non-current assets held for sale’” in its consolidated statement of financial position
as of December 31, 2018 and were measured at the lower of their book value and their fair value less cost
to sell. The book value of the liabilities related to such businesses has been classified under the heading
“Liabilities directly associated with non-current assets held for sale” on the consolidated statement of
financial position.

The Group classified the results of operations for Clarel and Cash & Carry for FY 2018, which amounted
to losses of €49.2 million (includes an impairment loss of €37.7 million) and €6.5 million, respectively,
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under a single heading, ‘‘Losses net of taxes of discontinued operations’” in its Audited 2018 Financial
Statements. The comparative financial information for FY 2017, which amounted to a profit of €1.7
million and a loss of €2.4 million, respectively, related to these businesses, as well as for the year ended
December 31, 2016, which amounted to a profit of €5.9 million and a profit of €1.4 million, respectively
are presented in Appendix 1 to the Audited 2018 Financial Statements. The cash flows of the Clarel and
Cash & Carry operations are presented as discontinued operations in the cash flow information for FY
2018, FY 2017 and FY 2016.

Regarding Clarel, in the first half of 2019 the Company decided to reverse its classification as held for
sale, recording the Clarel business as of June 30, 2019 in the consolidated statements of financial position
as continued activities in the consolidated income statement, in line with the nature thereof, committing to
remodeling this business. As of June 30, 2018 the Clarel business was still recorded as a continued
business and therefore no restatement has been needed for comparative purposes in relation to Clarel.
Also, in December 2018 the Company adjusted the carrying amount of the Clarel business assets to their
fair value less selling costs totaling €37.7 million.

In relation to Cash & Carry the Group expects to finalise the sale or liquidation during year 2019. In the
first half of 2019 an impairment of €14.8 million (including €4.2 million of impairment of assets, €5.0
million for liabilities related to closing of stores and €5.6 million for stock liquidation and others) has
been recorded for the Cash & Carry business based on forecasted sale liquidation estimates for the
second half of 20109.

As of today, 4 out of 30 Cash & Carry stores have been divested and no profit has been obtained.
China business

The Group started to explore alternatives for the sale of its business in China in the first quarter of 2017.
Following this decision, it classified in its audited consolidated annual accounts for FY 2017 the assets
and liabilities of DIA Tian Management Consulting Service & Co. Ltd. and Shanghai DIA Retail Co. Ltd.
as “Non-Current Assets Held for Sale” and “Liabilities Held for Sale” and the corresponding results of
operations for FY 2017, including comparative financial information for FY 2016, as discontinued
operations in accordance with IFRS 5 “Non-Current Assets Held for Sale and Discontinued Operations”.

The Group sold its business in China on August 10, 2018 for one euro. This sale entitled the Group to
derecognize net liabilities amounting to €10.6 million and currency translation differences amounting to
negative €2.9 million, and to record a gain on the sale in the amount of €7.7 million. The results of
operations of the Group’s business in China up to the date of sale (a loss of €5,729 thousand in FY 2018
and a loss of €10,819 thousand in FY 2017), and the corresponding gain on its sale (€7,731 thousand in
FY 2018), have been classified under the heading ‘‘Losses net of taxes of discontinued operations’’ in the
Audited 2018 Financial Statements.

Finandia

During the last quarter of FY 2017 the Group decided to explore alternatives for a strategic alliance or
partial divestiture for its financial services subsidiary, Finandia. The assets and liabilities of Finandia
were classified as “Non-current assets held for sale” and “Liabilities directly associated with non-current
assets held for sale” in the Group’s consolidated statement of financial position as of December 31, 2017.
However, the criteria of IFRS 5 “Non-Current Assets Held for Sale and Discontinued Operations” were
not met to classify these operations as discontinued operations on the consolidated income statement for
the year ended December 31, 2017. On February 20, 2018 the Group signed a strategic alliance with
CaixaBank Consumer Finance, E.F.C., S.A.U. pursuant to which it sold 50% of the shares of Finandia to
CaixaBank Consumer Finance, E.F.C., S.A.U. on June 28, 2018 for an amount of €9.3 million. As a result
of the sale, the Group recorded in its consolidated income statement for FY 2018 a gain of €4.2 million
under the heading “Profit on the sale of subsidiaries”. In addition, as a consequence of the loss of control,
the remaining shareholding in Finandia has been remeasured at fair value, recognizing a gain from
remeasurement of €5 million under the same heading.
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For additional information see Note 13 to the Audited 2018 Financial Statements.

However, on May 17, 2019, CaixaBank Consumer Finance, E.F.C., S.A.U. notified DIA that it had
exercised its put right arising out of the change of control in DIA following the Tender Offer. On July 19,
2019 the Company and CaixaBank Consumer Finance, E.F.C., S.A.U. entered into a share purchase
agreement whereby the Company acquired 50% of the shares of Finandia from CaixaBank Consumer
Finance, E.F.C., S.A.U. for a price of €7,573,127. The execution of the share purchase agreement was
subject to the execution of a share capital reduction, which was approved by the general shareholders’
meeting of Finandia on July 19, 2019. The share capital reduction was a return of contributions to
shareholders amounting to €3,500,000, with each of the Company and CaixaBank Consumer Finance,
E.F.C., S.A.U. receiving €1,500,000. The share capital reduction, and therefore the transfer of shares, was
executed on September 24, 2019. As of June 30, 2019 the Group has provisioned a loss of €12.5 million
for the impact of this transaction.

Joint Arrangement in CD Supply Innovation, S.L.

On December 4, 2017, the Group formed CD Supply Innovation, S.L. (CDSI) in conjunction with Tevir,
S.A., a subsidiary of the Casino Group, which started its operations on December 15, 2017. The purpose
of this agreement was to manage the “own brand” product supply chain and generate synergies in relation
to suppliers, logistics and quality control. As a result of the analysis carried out at the inception of the
agreement, CDSI was deemed a joint venture and accounted for using the equity method.

During 2018, based on the economic reality of the transactions carried out by CDSI, including the
segregation by CDSI of its operations with each one of the ventures, and the plan to terminate the joint
agreement in the near future, the Group reclassified CDSI as a joint operation. As a result, the Group
included €40 million of inventories, €17 million of cash and cash equivalents, and €13 million of debt in
its consolidated statement of financial position as of December 31, 2018.

For the purpose of comparability of FY 2018 and FY 2017 financial figures, the Group adjusted the
figures as of and for the year ended December 31, 2017. As a result of this adjustment, inventories
increased by €44 million, cash and cash equivalents increased by €19 million and financial debt increased
by €65 million as of December 31, 2017.

For additional information, see Notes 1.2, 2.3 and 2.11 to the Audited 2018 Financial Statements.
Non-current assets impairment test results

As a result of the review of its estimated results for FY 2018, the Group performed impairment tests on its
property, plant and equipment and intangible assets and goodwill associated to its stores in Spain,
Portugal, Brazil and Argentina, in accordance with the business plan formally approved by the Board of
Directors on January 30, 2019.

The recoverable amount of these assets was determined on the basis of fair value calculations by
discounting future cash flows, which requires the use of market participant assumptions using projected
cash flows As of June 30, 2019, 323 stores have been closed in Spain, 12 have been closed in Portugal,
297 have been closed in Brazil and 31 have been closed in Argentina. Any future closing and/or sales of
stores will depend on the new business plan, which is expected to be approved at the end of 2019. The
carrying amount of the assets relating to the stores identified for sale or closure, and which also give rise
to negative cash flows, was impaired since their selling value could not be estimated through the
impairment test.

As a result of the impairment test, for the year ended December 31, 2018, the Group recognized a total
impairment loss of €79.9 million, of which €66.5 million related to property, plant and equipment, €11.8
million related to goodwill and €1.7 million related to intangible assets. Furthermore, for the semester
ended June 30, 2019 the Group recognized a total impairment loss of €11.6 million, of which €5.6 million
related to property, plant and equipment, €5.8 million related to goodwill and €0.1 million related to
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intangible assets. The Company estimates that during second half of year 2019 it may close
approximately 150 to 200 stores.

Furthermore, the review of the Group’s estimated results for FY 2018 also reduced the estimated
generation of taxable profits that supported the recovery of its deferred tax assets. As a consequence, the
Group recorded an impairment of €170.5 million of tax loss carryforwards related to the Company (52%),
Twins (13%) and El Arbol Group (35%) and a reversal of €9.7 million related to other temporary
differences. The total impact of the impairment amounting to €180.2 million. Also, in December 2018 the
Company adjusted the carrying amount of the Clarel business assets to their fair value less selling costs
totaling €37.7 million.

As a result of the above, the total impairment losses recognized in FY 2018 amounted to €297.8 million.
For additional information see Notes 5.1, 6.1 and 17 to the Audited 2018 Financial Statements.

As stated above, at year end, with additional information and under a more normalized business
environment, as part of its normal closing procedures, DIA will prepare an updated long-term business
plan for the Group, which will be the basis to assess the long-term recoverability of its assets.

Hyperinflation in Argentina

During FY 2018 various developments in the economy of Argentina led the Group to reconsider the
translation method it applied to its Argentinean subsidiary in its consolidated annual accounts and the
recovery of its investment in that country. These developments include the elevated inflation rate, which
reached 47.9% in 2018, and the 40.3% depreciation of the Argentine peso against the euro at the end of
the year. As a consequence of these factors, in accordance with 1AS 29 “Financial Reporting in
Hyperinflationary Economies” (“IAS 29”), Argentina should be considered a hyperinflationary economy
for accounting purposes in the periods ending on, or after, July 1, 2018.

IAS 29 requires financial statements of an entity with a functional currency that is hyperinflationary to be
restated for the changes in the general pricing power of the functional currency. Restatements are made
by applying a general price index, whereby items are restated based on the change in the general price
index between the date those items were acquired or incurred and the balance sheet date.

The Group has therefore applied 1AS 29 for the first time in the Audited 2018 Financial Statements
following the criteria set forth in Note 2.6 thereof. The comparative figures for FY 2017 and FY 2016
have not been changed.

The most significant impacts in reserves of the application of IAS 29 in FY 2018 amounted €55.7 million:
(i) a positive change of the opening balances of subsidiaries in Argentina for a net amount of €78.4
million; (ii) the inclusion of €27.3 million in reserves related to the impact of inflation of non-monetary
items; (iii) a decrease of €50.0 million in reserves related to the impact of the translation at the year-end
rate and (iv) and a transfer of opening translation differences to reserves in a negative amount of €45.1
million. Additionally, €45.2 million were transferred from translation differences to reserves as of
January 1, 2018. Therefore, the net positive impact in reserves amount to €10.5 million.

In terms of the Group’s results of operations, the application of IAS 29 on the Group’s Argentinean
subsidiaries had a negative effect on Adjusted EBITDA. For FY 2018, the impact from the application of
IAS 29 on Adjusted EBITDA was €36.3 million (representing a decrease of 7% versus full year 2017 at
Group level). Similarly, the application of 1AS 29 negatively impacted sales in Argentina. For FY 2018,
sales fell by 30.3%, compared to a decline of 23.5% excluding the effect of IAS 29. This negative impact
of 6.8% for Argentina sales represents a negative impact of 1.1% net sales at Group level. In addition, the
Group’s net financial expenses, adjusted by IAS 29, rose by 67.0% to €89.3 million in FY 2018. This
increase was due in part to the rise in interest costs in Argentina, where funding costs increased by over
26.4 pp or €6.4 million compared to FY 2017. In addition to the above impacts, the application of IAS 29
had a positive impact of €67.5 million on the Group’s net loss for FY 2018 due to gains on net monetary
position, mainly derived from trade suppliers, which were higher than trade receivables.
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In addition, the most significant impacts of the application of IAS 29 as of June 30, 2019 were: (i)
positive impact of €23.4 million in net sales; (ii) negative impact of €18.1 million in Adjusted EBITDA
and (iii) gain from monetary positions of €36.1 million.

Sales and leaseback transactions

The Group’s results of operations may be affected by the results of the sale and leaseback transactions of
stores and warehouses and the increase in lease expenses originated by such transactions. In FY 2018, the
Group executed 91 sale and leaseback transactions with gains amounting to €28.1 million. In FY 2017,
the Group executed 53 sale and leaseback transactions with gains amounting to €31.2 million. In FY
2016, the Group executed 22 sale and leaseback transactions with gains amounting to €16.5 million. The
sales and leaseback transactions have resulted in an increase between €2 million and €5 million of the
Group’s annual lease expenses.

No sale and leaseback transactions have been made in the period between December 31, 2018 and June
30, 2019.

Presentation of Key Line Items

The following discussion provides a description of the composition of certain line items in the Group’s
consolidated income statement for the periods under review.

Sales

Sales comprise the revenue obtained in the Group’s stores, the revenue from sales of goods to franchisees,
the revenue from on-line sales and other sales, mainly related with direct sales in warehouses. Sales are
recognized net of volume rebates, prompt payment discounts and returns. The Group has customer loyalty
programs which do not entail credits, as they comprise discounts which are applied when a sale is made
and are recognized as a reduction in the corresponding transaction.

Other Income

Other income mainly comprises income generated from service and quality penalties to suppliers, revenue
from lease agreements, revenue from franchises, revenue obtained from the use by the Group’s suppliers
of information technology platform related to confirming agreements, revenue from the sale of packaging
and gains obtained from the sale of warehouses and stores owned by the Group and for their subsequent
leases (sale and leaseback transactions).

Goods and other consumables used

Goods and other consumables used comprises the costs associated with the purchase of such goods and
other consumable goods, net of volume discounts and other trade discounts and changes in inventories.

Personnel expenses

Personnel expenses comprise expenses related with salaries and wages, the cost of social security,
severance costs, expenses related to defined contribution pension plans, as well as the expenses related to
the Group’s share-based incentive plans and other benefits in relation with the Group’s personnel.

Operating expenses

Operating expenses comprise primarily repairs and maintenance, utilities, fees, advertising, taxes, and
property rentals, equipment rentals and other general expenses.

Depreciation and amortization

Depreciation and amortization comprise amortization of intangible assets and depreciation of property,
plant and equipment.
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Impairment of non-current assets

Impairment of non-current assets comprises charges for impairment of intangible assets, goodwill and
items of property, plant and equipment.

Impairment of trade debtors

Impairment of trade debtors comprises charges for impairment of trade and other receivables which are
considered unrecoverable based on expected credit losses.

Losses on disposal of fixed assets

Losses on disposal of fixed assets comprise the write-offs of assets located in those stores remodeled or
closed that can not be used or reallocated to other stores. In the case of the remodelings, the new
equipment installed in the store, if any, will be added to the assets.

Finance income

Finance income comprises primarily interest on loans and receivables, currency exchange gains, changes
in fair value of financial instruments and other finance income mainly associated with the revaluation of
financial assets.

Finance expenses

Finance expenses comprises primarily interest paid on bank loans, debentures and bonds, currency
exchange losses, finance lease interest expenses and credit interest linked to revenues.

Gain from net monetary positions

Gain from net monetary positions comprises the financial impact on monetary assets due to inflation as a
result of the qualification of Argentina as a hyperinflationary economy. As of June 30, 2019 this gain
amounted to €36.1 million.

Profit/(Losses) of companies accounted for using the equity method

Profit/(Losses) of companies accounted for using the equity method comprises the share of the results of
the Group’s associates and joint agreements which are accounted for using the equity method, including:
(i) 50% equity interest in Finandia (until September 24, 2019); (ii) 50% equity interest in ICDC Services
S. ar. I; (iii) 50% equity interest in Red Libra Trading Services, S.L.; (iv) 10% equity interest in
Distribuidora Paraguaya de Alimentos, S.A.; and (v) 50% stake in CINDIA, A.C.E. (until July 31, 2018).

Income Tax

Income tax comprises total debits or credits deriving from income tax expense by the Spanish Tax Group
companies, which are comprised of Distribuidora Internacional de Alimentacion S.A., Twins, Pe-Tra
Servicios a la Distribucion, S.L., Beauty by DIA, S.A., EI Arbol Group, Distribucién y Supermercados,
S.A. and Compafiia Gallega de Supermercados, S.A.; and those of a similar nature of foreign entities. The
income tax for each year comprises current tax and, where applicable, deferred tax.

Losses net of taxes of discontinued operations

The Group’s losses net of taxes of discontinued operations comprises the results of operations of the
Group’s Cash & Carry business as well as the results of operations of its business in China up to the date
of its sale and the result from the sale.

Results of Operations

Results of operations for the first semester of 2019 and 2018
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First

First semester semester
2019 2018 Change
(€ ‘000) (%)
SAIES ..t e b ettt e 3,444,514 3,701,836 -7.0%
OLhEr INCOME ...t 39,778 75,212 -47.1%
Profit on the sale of SUDSIdIANIES............coovrvvviic s - - 0
R R Tee) =S 3,484,292 3,777,048 -7.8%
Goods and other consumables used (2,787,504) (2,894,710) -3.7%
PErSONNEl EXPENSES .....vviiiiieieeriet ettt (428,167) (406,441) 5.3%
OPErating EXPEINSES ....ueveueetirieiirtereetesteesie et steseebe st ese st e s be b esbe e ebeseesesbeseebenas (219,398) (322,789) -32.0%
Depreciation and AmOTtiZation ...........ccoeeerirriiiinee e (265,274) (119,010) 122.9%
Impairment of NON-CUMTENE @SSELS ........vevrviiirieieieririeee e s (11,594) (3,275) 254.0%
Impairment of trade debtors ..........cceiveiiiicii s (35,756) (10,025) 256.7%
Losses 0n disposal Of fiXed ASSELS .............wv.rrveemreersereeresesssseseesesesssesessseneees (51,602) (5,684) 807.8%
Results from Operating Activities (315,003) 15,114 (2,184.2)%
FINANCE INCOME ...ttt s re 5,096 5,768 -11.7%
FINANCE BXPENSES. ...c.cetetiiiisieteeiriet ettt ettt (116,889) (36,380) 2,21.3%
Gain from net monetary POSIIONS ........ccocuiveiiiinierieiie e 36,113 17,771 103.2%
Profit/(Losses) of companies accounted for using the equity method................. (12,717) (96) 13146.9%
(Losses)/Profit before Tax from Continuing Operations............cccccovveenas (403,400) 2,177 -18,630.1%
TCOMIE TAX reeeoe e, 5,448 (23,769) -122.9%
(Losses)/Profit after Tax from Continuing Operations...............cccccvveeens (397,952) (21,592) 1,743.1%
Losses net of taxes of discontinued OPErations................ccoe.rvverereereessreinreeeneees (20,723) (8,026) 158.2%
Net (LOSSES)/PIOfit.......ccoiiiiieiiiiieiccc e (418,675) (29,618) 1,313.6%

Results of operations for FY 2018 and FY 2017

Restated FY

FY 2018 2017 Change
(€ ‘000) (%)

SAIES ..ttt ettt e aan 7,288,825 8,217,670 -11.3%
134,531 153,075 -12.1%

9,265 - N.A.

TOtAL TNCOMI e e, 7,432,621 8,370,745 -11.2%
Goods and other consumMables USEd...........ccccvreiriiiiiinneeee e (5,817,011) (6,520,434) -10.8%
PErSONNEl EXPENSES .....vviiiitciciet ettt (713,370) (743,470) -4.0%
OPETAtING EXPENSES ....vuvvveriireeteiesest ettt sttt b ettt enens (628,429) (614,611) 2.2%
Depreciation and AMOITIZAtION ...........cceiriinirniieee e (235,206) (223,719) 5.1%
Impairment of NON-CUMTENE @SSELS .........cvruiiiireiiireeec e (79,937) (12,053) 563.2%
Impairment of trade debtors ... (27,795) (21,277) 30.6%
Losses on disposal Of fiXed BSSELS ...........co...everveereereerreersessesees s (25/414) (17,214) 47.6%
Results from Operating ACHIVILIES............coiiiiiiiiieece e (94,541) 217,967 -143.4%
FINANCE INCOME ...t 6,480 12,197 -46.9%
FINANCE BXPENSES. ...c.viuitieeiiste ettt ettt sttt seen (90,205) (65,687) 37.3%
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Gain from net monetary POSITIONS ..........ocecveiriiininnie s 67,505 - N.A.

Profit/(Losses) of companies accounted for using the equity method (1,183) 194 -709.8%
(Losses)/Profit before Tax from Continuing Operations.............ccccovveeens (111,944) 164,671 -168.0%
INCOME TAX w.vvrvieiceiseceeses et eses sttt ess sttt s st s st s st et sn et s nsss s s seaesnes (186,924) (52,013) 259.4%
(Losses)/Profit after Tax from Continuing Operations ............c.ccccovvveenns (298,868) 112,658 -365.3%
Losses net of taxes of discontinued Operations................cceeevreeeneveeenereneennenns (53,719) (11,490) 367.5%
NEt (LOSSES)/PIOfiT.....c.cveuiiicieiiieiee e (352,587) 101,168 -448.5%

*  The consolidated income statement data as of December 31, 2017 and 2016 has been presented on the basis of the presentation
of the restated comparative figures for FY 2017 and FY 2016 included in the Audited 2018 Financial Statements due to the
impact of the correction of irregularities and errors, non-current assets held for sale and discontinued operations and change in
reporting segments described in “Presentation of Financial and Other Information—Financial Information”.

Sales

First semester 2019 and first semester 2018:

The Group’s sales for the first semester of 2019 were €3,444,514 thousand, a decrease of €257,322
thousand, or 6.95%, compared to €3,701,836 thousand for the first semester of 2018 (decrease of 7.8% in
like-for-like), showing a negative trend and the sharp deterioration of the top line during caused by the
out-of-stock levels in the warehouses and stores resulting from the business disruption context derived
from the high uncertainty environment and overall headline noise around the financial situation of the
Company. The Company closed 663 stores during the period that represented €98,478 thousand sales
during the period.

Currency depreciation in the first semester of 2019 (44.7% for the Argentine peso and 4.7% in the case of
the Brazilian real) had a negative effect of 6.5% on sales growth at the Group level. Excluding the impact
of foreign exchange, sales would have increased by 0.5% over the period, primarily propelled by strong
growth in Argentina, which was primarily supported by the economy’s hyperinflationary condition.

The following table sets out the Group’s sales by segment for the first semester of 2019 and 2018.

First semester % of First semester % of
2019 Total 2018 Total Change
(€ ‘000) (%)
SPAIN 1ot 2,078,604 60.3% 2,235,894 60.4% -7.0%
POrUGAL. ..o 290,687 8.4% 310,323 8.4% -6.3%
ATGENTING ...veviieieiieie et es 489,501 14.2% 464,796 12.6% 5.3%
12174 | [P UTTTN 585,722 17.0% 690,823 18.7%  -15.2%
TOtAL ..o 3,444,514 100.0% 3,701,836  100.0% -7.0%

FY 2018 and 2017:

The Group’s sales for FY 2018 were €7,288,825 thousand, a decrease of €928,845 thousand, or 11.3%,
compared to €8,217,670 thousand for FY 2017. Currency depreciation in FY 2018 (40.3% for the
Argentine peso and 16.2% in the case of the Brazilian real) had a negative effect of 18.7% on sales
growth at the Group level. Excluding the impact of foreign exchange, sales would have increased by 7.4%
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over the period, primarily propelled by strong growth in Argentina, which was primarily supported by the
economy’s hyperinflationary condition.

The following table sets out the Group’s sales by segment for FY 2018 and FY 2017.

% of Restated % of
FY 2018 Total FY 2017(*) Total Change
(€ ‘000) (%)
SPAIN 1ot 4,280,494 58.7% 4,441,889 54.1% -3.6%
POFUGAL. ...t s 628,640 8.6% 663,073 8.1% -5.2%
ATGENTING ...t 970,574 13.3% 1,391,644 16.9% -30.3%
BIAZIl .voooivooieriie et 1,409,117 19.3% 1721064 ~ 209% -181%
TOTAL .. 7,288,825 100% 8,217,670 100%  -11.3%

*  Sales for FY 2017 has been presented on the basis of the presentation of the restated comparative figures for FY 2017 and FY
2016 included in the Audited 2018 Financial Statements due to the impact of correction of irregularities and errors, non-current
assets held for sale and discontinued operations and change in reporting segments described in “Presentation of Financial and
Other Information—Financial Information”.

Spain
First semester 2019 and first semester 2018:

Sales in Spain for the first semester of 2019 were 2,078,604 thousand, a decrease of €157,290 thousand,
or 7.0%, compared to €2,235,894 thousand in the first semester of 2018. This decrease was primarily due
to a 6.8% decline in like-for-like sales, a net closure of 315 stores and stable performance of average
surface area during the period. By format, La Plaza de DIA and DIA & Go stores recorded an increase in
sales, but the other stores formats declined in terms of volumes, particularly those operating in suburban
locations.

FY 2018 and FY 2017:

Sales in Spain for FY 2018 were €4,280,494 thousand, a decrease of €161,395 thousand, or 3.6%,
compared to €4,441,889 thousand in FY 2017. This decrease was primarily due to a 2.3% decline in like-
for-like sales, a net closure of 23 stores and stable performance of average surface area during the period.
By format, La Plaza de DIA and DIA & Go stores recorded an increase in sales, but the other stores
formats declined in terms of volumes, particularly those operating in suburban locations.

Portugal
First semester 2019 and first semester 2018:

Sales in Portugal for the first semester of 2019 were €290,687 thousand, a decrease of €19,636 thousand,
or 6.3%, compared to €310,323 thousand in the first semester of 2018. This was principally as a result of
a 3.9% decline like for like sales and the closing of 11 net stores over the period.

FY 2018 and FY 2017:

Sales in Portugal for FY 2018 were €628,640 thousand, a decrease of €34,433 thousand, or 5.2%,
compared to €663,073 thousand in FY 2017. This was principally as a result of a 5% decline like for like
sales and the closing of 27 net stores over the period.
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Argentina

First semester 2019 and first semester 2018:

Sales in Argentina for the first semester of 2019 were €489,501 thousand, an increase of €24,705
thousand, or 5.3%, compared to €464,796 thousand in the first semester of 2018. Excluding the impact of
foreign exchange (negative variation of €236,383 thousand in the firs