ANNUAL FINANCIAL STATEMENTS AND DIRECTORS' REPORT
FOR THE YEAR 2017



ANNUAL FINANCIAL STATEMENTS



BALANCE SHEET



BMCE BANK INTERNATIONAL, S.A.U.

Balance sheet at 31 December 2017

ASSETS Notes

Thousands of euros

2017

2016

Cash in hand and at centril banks and other demand deposi 7
Financial assets held for trading
Derivative:
Equity instrument
Debt securitie
Loans and advanc
Central bank
Credit entitie
Customer
Toker entry: loaned or delivered as collateral to guareetright to sale or pled:
Financial assets at fair value through profit or I
Equity instrument:
Debt securitie:
Loans and advanct
Central bank
Credit ettities
Customer
Token entry: loaned or delivered as collateral tmpantee right to sale or pled
Available-for-sale financial asset 8
Equity instrument:
Debt securitie:
Loans and advanc
Toker entry: loaned or delivered as collateral to guareetright to sale or pled:
Loans and receivable: 9
Debt securitie:
Loans and advanc
Central bank:
Credit entities
Custamers
Token entry: loaned or delivered as collateral tmgantee right to sale or pled(
Held-to-maturity investments 1C
Token entry: loaned or delivered as collateral tmmantee right to sale or plee
Derivatives— Hedge accounting
Changes in the fair value of hedged items in a pddlio with interest rate risk hedging
Investment in subsidiaries, jointly-controlled businesses and associat 12
Group compaires
Jointly-controlled companie
Associate
Tangible asset: 13
Property, plant and equipme
For own us
Under operating leas
Relating to social initiatives (savings ba and credit cooperative
Investment propert
Of which: under operating leas
Token entry: acquired under finance le¢
Intangible asset
Goodwill
Other intangible asse
Tax assets 1¢
Current tix asset:
Deferred tax asse

Other assets 14
Insurance policies linked to pensi
Inventorie:
Other asse

Non-current assets and disposable groups of items cl##sd as helc-for-sale 11

TOTAL ASSETS

141,546

125,740

393,285

282,800

393,28!

248,76t

144,51¢
11,50(

116,866

282,80(

155,47(

127,33(
9,00(

101,175

83,71¢

23,82:

1,063

1,063

1,06:
2,478

1,06:
2,487

2,47¢
2,47¢

2,481
2,481

OO

220

22C

655,748

514,441




BMCE BANK INTERNATIONAL, S.A.U.

Balance sheet at 31 December 2017

Thousands of euros
LIABILITIES Notes 2017 2016

Financial liabilities held for trading - -
Derivative: - -
Short position - -
Deposit: - -

Central bank - -
Credit entitie - -
Customer - -
Debt securities issu - -
Other financial liabilitie - -

Financial liabilities at fair value through profit or loss - -

Deposit: - -
Central bank - -
Credit entitie - -
Customer - -

Debt securities issu - -

Other financial liabilitie - -

Token entry: subordinated liabiliti - -

Financial liabilities at amortised cos 15 581,585 445,928

Deposit: 524,56t 391,80:
Central bank 12,50( 5,50(
Credit entities 494 45! 373,87¢
Customer 17,60° 12,42«

Debt securities issu - -

Other financial liabilitie 57,01¢ 54,12¢

Token entry: subordinated liabiliti - -
Derivatives— Hedge accountin - -

Changes in the fair value of hedged items in portfolio with interest rate risk hedging - -
Liabilities covered by insurance or reinsurance cotmacts - -
Provisions 16 542 170
Pensions and other p-employment defined benefit obligatic - -
Other lon+-term remuneration to employe - -
Procedural matters and outstanding tax litige - -

Commitments and guarantees gra 542 17C
Remaining provisior - -
Tax liabilities 1¢ 381 -
Current tax liabilitie 381 -

Deferred tax liabilitie - -
Equity refundable on demanc - -

Other liabilities 14 210 487
Of which: social initiatives fund (only savings liarand credit cooperative - -

Liabilities and disposable groups of items class#éd as hel-for-sale - -

TOTAL LIABILITIES 582,718 446,585




BMCE BANK INTERNATIONAL, S.A.U.

Balance sheet at 31 December 2017

EQUITY Notes

Thousands of euros

2017

2016

Shareholders' equity 17
Share capiti
Paid in capite
Capital subscribed and not pait
Token entry: uncalled capit
Share premiul
Equity instruments issued other than share ci
Equity components of composite financial instrurs
Other equity instrumentssue(
Other items of equi
Cumulative gair
Revaluation reserv
Other reserve
(-) Own share
Profit/(loss) for the yei
(-) Interim dividend
Other comprehensive incom
Items not reclassified to profit and I
Actuarial gains or-) losses in defined benefit pension sche
Non-current assets and disposable groups of ittassified
as hel-for-sale
Rest of valuation adjustme
Items th& may be reclassified to profit and |
Coverage of net investments in foreign businessfésctive portion
Currency translatic
Hedge derivatives. Cash flow hedges (effectiveipo)
Available-for-sale financial asse
Debt instrumen
Equity instrument
Non-current assets and disposable groups of itéessified
as hel-for-sale

TOTAL EQUITY

TOTAL EQUITY AND LIABILITIES

TOKEN ENTRY: OFF-BALANCE SHEET EXPOSURES
Guarantees grante 18
Contingent commitments gran 22

73,030

67,856

40,63t
40,63t

3,19¢

23,83¢

5,35¢

40,63t
40,63t

3,19¢

73,030

67,856

655,748

514,441

115,065
75,61¢
39,41%

122,020
71,28:¢
50,73¢



INCOME STATEMENT



BMCE BANK INTERNATIONAL, S.A.U.

Income statement
for the year ended 31 December 2017

Thousands of euros

Notes 2017 2016
Interest incom 20.¢ 12,13: 11,69
(Interest expens 20.¢ (2,853 (2,158
(Expense from equity refundable on dem: - -
A) NET INTEREST INCOME 9,278 9,534
Dividend incom - -
Income from fee 20.k 6,09¢ 8,25(
(Experses from fee: 20.k (134 (189
Gains or (-) losses on derecognising financialtassad liabilities not measured at fair value
through profit and loss, r 20.¢ 1,13¢ (93)
Gains or -) losses on financial assets and liabilities heldrfading, ne - -
Gains or (-) losses on financial assets and lisslimeasured at fair value through profit and
loss, ne - -
Gains or -) losses due to hedge accounting - -
Translation differences [gain ¢-) loss], ne 6.b.2 724 53
Other operating incoe 46€ 91¢
(Other operating expens 2) -
Of which: mandatory allocations to social initiagi¥unds (only savings banks and credit
cooperatives - -
B) GROSS MARGIN 17,567 18,471
(Admin expenses (5,572 (5,287
(Personnel expens: 20.c (3,404 (3,230
(Other admin expenst 20.c (2,168 (2,057
(Amortisation and depreciatic 13 (82) (65)
(Provision or -) reversal of provision 1€ (371, (72)
(Impairment or (-) reversal of impairment of finégassets not measured at fair value throu
profit and loss (3,949 (6,936
(Financial assets measured at ¢ - -
(Available-for-sale financial asse 8 (203 -
(Loans and receivable 9.2 (3,613 (4,848
(Held-to-maturity investment 1C (133 (2,088
C) OPERATING PROFIT 7,593 6,111
(Impairment or (-) reversal of impairment of invesits in subsidiaries, jointly-controlled
businesses and associa - -
(Impairment or -) reversal of impairment of n-financial asset - -
(Tangible asset - -
(Intangible asss) - -
(Other - -
Gains or -) losses on derecognitions in accounts ol-financial assets and holdings, - -
Of which: investment in subsidiaries, joit-controlled businesses and associ - -
Gains or (-) losses from non-current assets ambdable groups of items classified as held.fi
sale not classifiable as discontinued opera - -
D) GAINS OR (-) LOSSES BEFORE TAXES FROM CONTINUING OPERATIONS 7,593 6,111
(Tax expenses 0-) income from continuing operatiol 1¢ (2,234 (2,011
E) GAINS OR (-) LOSSES AFTER TAXES FROM CONTINUING OPERATIONS 5,359 4,100
Gains or -) losses after taxes from discontinued opera - -
5,359 4,100

F) PROFIT/(LOSS) FOR THE YEAR




STATEMENT OF CHANGES IN
EQUITY

- Statement of recognised income and expense

- Statement of changes in equity



BMCE BANK INTERNATIONAL, S.A.U.

Statement of changes in equity
for the year ended 31 December 2017

A) Statement of recognised income and expense for tiiear ended 31 December 2017

Profit/(loss) for the year
Other comprehensive income
Items that will not be reclassified to profit and bss

Actuarial gains or-) losses in defined benefit pension sche

Non-current assets and disposable gs of items held for sa

Share in other recognised income and expense eiments in jointly-controlled businesse:

and associat
Rest of valuation adjustme!
Income tax relating to items that will not be reslifiec
Items that may be reclassified to profit and loss

Coverage of net investments in foreign businesdéecfive portion
Gains or +) losses recognised in eqt
Transferred to profit and lo
Other reclassificatior

Currency translatic
Gains or ¢) losses from translation differences recognisedquity
Transferred to profit and lo
Other reclassificatior

Cash flow hedges [effective portic
Gains or +) losses recognised in eqt
Transferred to prat and los:
Transferred to the initial carrying amount of thedged iterr
Other reclassificatior

Available-for-sale financial asse
Gains or +) losses recognised in eqt
Transferred to profit and lo
Other 1eclassification

Non-current assets and disposable groups of itemsfinetle
Gains or +) losses recognised in eqt
Transferred to profit and lo
Other reclassificatior

Income tax relating to items that may be reclasdto profit and los

Thousands of euros

Total comprehensive income for the year

2017 2016
5,359 4,100
5,359 4,100




BMCE BANK INTERNATIONAL, S.A.U.

Statement of changes in equity
for the year ended 31 December 2017

B) Statement of total changes in equity for the yeaanded 31 December 2017

Sources of changes in equity

Thousands of euros

Share capital

Share
premium

Equity
instruments
issued other
than share

capital

Other items of
equity

Cumulative
gains tevaluation reserv

Other reserves

(-) Own
shares

Profit/(loss) for the
year

(-) Interim
dividends

Other
comprehensive
income

Total

Opening balance [before-statement] 201
Effect of error correctic
Effect of changes in accounting [cies

Opening balance 20

Total comprehensive income for the y
Other changes in equ
Issuance of ordinary shares (note
Issuance of preferred she
Issuance of other equity instrume
Execution or maturity of other equity instrumersistie
Conversion of debt to equ
Capital reductio
Dividends (or remuneration to shareholders) (N¢
Own share buybac
Sale or cancellion of own shar¢
Reclassification of financial instruments from eyuo liabilities
Reclassification of financial instruments from ligtes to equity
Transfers between equicomponents (Note
Increase or-) reduction in equity as a result of business coidn:
Shar-based paymer
Other increases o-) reductions in equi
Of which: discretionary allocation to social initiges and funds (only savings
banks and credit cooperativi

Closing balance 20,

40,635

3,198

40,635

40,635

3,198

23,838 -

5,359

73,030




BMCE BANK INTERNATIONAL, S.A.U.

Statement of changes in equity
for the year ended 31 December 2016

Thousands of euros

Equity
instruments Other
Share issued other than Other items of Cumulative Profit/(loss) for the (-) Interim comprehensive

Sources of changes in equity Share capital premium share capital equity gains tevaludion reserves Other reserves  (-) Own shares year dividends income Total
Opening balance [before-statement] 201 25,635 3,198 - - 14,372 - - - 6,061 - - 49,266

Effect oferror correctio - - - - - - - - - - - -

Effect of changes in accounting polic - - - - - - - - - - - -
Opening balance 20 25,635 3,198 - - 14,372 - - - 6,061 - - 49,266
Total comprehensive income for the y - - - - - - - - 4,10( - - 4,100
Other changes in equ 15,00( - - - 5,551 - - - (6,061 - - 14,49(

Issuance of ordinary shares (note 15,00( - - - - - - - - - - 15,00(
Issuance of preferred she - -
Issuance of other equity instrume - - - - - - - - - - - -
Execution or maturity of other equity instrumersistie: - - - - - - - - - - - -
Conversion of debt to equ - - - - - - - - - - - -
Capital reductio - - - - - - - - - - - -
Dividends (or remuneration to shareholders) (N¢ - - - - - - - - (273, - - (273,
Own share buybac - - - - - - - - - - - -
Sale or cancellation of own she - - - - - - - - - - - -
Reclassification of financial instruments from eguo liabilities - - - - - - - - - - - -
Reclassification of finecial instruments from liabilities to equ - - - - - - - - - - - -
Transfers between equity components (No - - - - 5,78¢ - - - (5,788 - - -
Increase or-) reduction in equity as a result of business coidn: - - - - - - - -

Shar-basd payment - - - - - - - - - - - -
Other increases o-) reductions in equi - - - - (237, - - - - - - (237,

Of which: discretionary allocation to social initises and funds (only savings
banks and credit cooperativi - - - - - - - - - - - -

Closing balance 20 40,635 3,198 - - 19,923 - - - 4,100 - - 67,856




STATEMENT OF CASH FLOWS



BMCE BANK INTERNATIONAL, S.A.U.

Statement of cash flows
for the year ended 31 December 2017

Thousands of euros

Notes 2017 2016
A) CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES 31,755 149,087
Profit/(loss) for the yeai 5,35¢ 4,10(
Adjustments to obtain cash flows from (used in) opating activities 2,24:% 9,09¢
Amortisation and depreciati 13 82 6E
Other adjustmen 2,161 9,03¢
Net increase/reduction in operating asse (110,523 22,84¢
Financial assets held for trad - -
Financial assets at fair value through profit @ - -
Available-for-sale financial asse¢ 3 -
Loans and receivabl (110,485 22,58’
Other operating aets (41) 25¢
Net increase/reduction in operating liabilitie 135,38( 116,21¢
Financial liabilities held for tradir - -
Financial liabilities at fair value through prodit los: - -
Financial liabilities at amortised c 135,65 116,06
Other (perating liabilitie 277 154
Income tax receipts/payment (704 (3,175
B) CASH FLOWS FROM (USED IN) INVESTING ACTIVITIES (15,764) (43,394)
Payments (15,764 (48,620
Tangible asse 13 (73) (135
Intangible asse - -
Investment in subsidizes, jointly-controlled businesses and assoc - -
Other business un - -
Non-current assets and liabilities classified as -for-sale - -
Held-to-maturity investmen (15,691 (48,485
Other payments linked to investing activi - -
Recdpts - 5,22¢
Tangible asse - -
Intangible asse - -
Investment in subsidiaries, join-controlled businesses and assoc - -
Other business un - -
Non-current assets and liabilities classified as -for-sale - -
Held-to-maturity investment - 5,22¢
Other receipts linked to investing activit - -
C) CASH FLOWS FROM (USED IN) FINANCING ACTIVITIES (185) 14,727
Payments (185 (273
Dividend: 5 (185; (273
Subordinated liabilitie - -
Redemption of own equity instrume - -
Acquisition of own equity instrumer - -
Other payments linked to financing activi - -
Receipt: - 15,00(
Subordinated liabilitie - -
Issuance of own equity instrume 17 - 15,00(
Disposal of own equity instrume! - -
Other receipts liked to financing activitie - -
D) EFFECT OF CHANGES IN CURRENCY EXCHANGE RATES - -
E) NET INCREASE (DECREASE) IN CASH AND CASH EQUIVAL ENTS (A+B+C+D) 15,806 120,420
F) CASH AND CASH EQUIVALENTS AT START OF PERIOD 125,740 5,320
G) CASH AND CASH EQUIVALENTS AT END OF PERIOD 141,546 125,740
TOKEN ENTRY: COMPONENTS OF CASH AND CASH EQUIVALENTSAT END OF
PERIOD 141,546 125,740
Cast 7 22 13
Balances equivalent to cash in central b¢ 7 79,08( 79,79
Other demand depos 7 62,44+ 45,93

Less Bank overdrafts repayable on demi
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BMCE BANK INTERNATIONAL, S.A.U.

NOTES

For the year ended
31 December 2017

1. GENERAL INFORMATION

BANQUE MAROCAINE DU COMMERCE EXTERIEUR INTERNATIONA, S.A.U.
(hereinafter, the Bank or the Entity) is a creditity incorporated in Madrid (Spain) in 1993,
whose operations commenced in January 1995. Ipocate purpose is to conduct all kinds of
banking operations in general, as provided in itsches of Association, and it is subject to the
rules and regulations of banks operating in Spathd credit entities in general.

On 13 December 2016, the Bank's sole shareholdee@do change the registered name of
the Entity to "BMCE BANK INTERNATIONAL, S.A.U.". Tis change was executed in a
public document and registered in the Companiessiegn 15 December 2017.

The Bank's registered offices are located in &dlgano, 59, Madrid, and its activities in 2017
and 2016 were carried out, as well as at its Madlifide, through branches in Barcelona and
Portugal, employing 41 people in 2017 (2016: 430

These annual financial statements were preparetdebioard of Directors of the Bank at its
meeting of 1 March 2018 and were signed by thectiire whose signatures appear at the end
of the statements. They are pending approval bgtie Shareholder, but the Directors expect
them to be approved without changes.

As a credit entity, the Bank is subject to certi@ggal regulations governing, among others,
aspects such as:

- Maintenance of a minimum percentage of resouttepssited at a national central bank
of a country participating in the single curreneyr©) to cover the minimum reserve
ratio.

- Maintenance of a minimum level of capital asigguirements. In short, the regulations
establish that the Bank must maintain sufficiemite so as to cover the requirements
in relation to the risks assumed.

- Annual contribution to the Deposit Guarantee Faadn additional guarantee to that
provided by the Bank's capital to its creditorsped at securing customer deposits up
to 100,000 euros in the terms established by tpécable legal standards.



- Contribution to the National Resolution Fund asablished by Law 11/2015, of 18
June, along with its implementing legislation thgbuRoyal Decree 1012/2015, of 6
November, transposing into Spanish Law Directivel4Z89/EU, of 15 May,
establishing a framework for the recovery and mgsmh of credit institutions and
investment firms.

As indicated in Note 17, the Bank belongs to a grehose ultimate parent is BMCE BANK
OF AFRICA (hereinafter, "the parent”) whose headtpra are located in Morocco.

On 30 July 2001, the Bank of Spain declared exdropt the risk concentration limit those
exposures held by the Bank in respect of its paner@ccordance with applicable regulations,
which establish exceptions to the risk concentratimit for assets representing loans of
Spanish credit entities in respect of their pacempanies, provided said entities are excluded
in the consolidated supervision of the foreign grémwhich they belong, the parent company
thereof being an authorised credit entity in a ¢guwhose regulation on risk concentration
has been declared equivalent to that of SpaindBtnk of Spain. Said exemption, granted at
the Bank's request, will be valid provided it does alter the equivalence of regulations.

2. BASIS OF PRESENTATION OF THE ANNUAL FINANCIAL STATE MENTS

a) Basis of presentation

The annual financial statements were prepared @masis of the Bank's accounting records
and are presented in accordance with the modelblestted by Bank of Spain Circular 4/2004,
of 22 December, modified by Bank of Spain Circdll&016, of 27 April, so as to show a true
and fair view of the Bank's equity and financiakpion at 31 December 2017 and the results
of its operations and of the changes in equitycash flows in the year ended on said date.

In preparing the annual financial statements fod72@he accounting principles and
measurement criteria outlined in Circular 4/2004dified by Circular 4/2016, were followed,
as summarised in Note 3. All mandatory accountimgcgples with a significant effect have
been applied in the drawing up of these annuahfiiz statements.

The Bank's annual financial statements for 201@wapproved by the Bank's Sole Shareholder
on 5 June 2017.

-10-



b) Use of judgements and estimates in preparingrineal financial statements

The information included in the annual financiatsments is the responsibility of the Bank's
directors. In preparing the various items of infatimn included in these annual financial
statements, the directors used judgements andassnbased on assumptions affecting the
application of the accounting criteria and prinegphlnd the amounts of the assets, liabilities,
income, expenses and commitments recorded herkanlain estimates used in preparing
these annual financial statements refer to:

. The fair value of available-for-sale financiakats (Note 3.1).

. The impairment of financial assets (Note 3.h) angstments in subsidiaries, jointly-
controlled businesses and associates (Note 3.k).

. Impairment and useful life of tangible assetstéNg.l).
. The estimated fair value of financial assets laflities (Note 6.1.e).

. Estimates regarding the need or otherwise tcatéoprovisions and the amount, in the
event, of the provisions to be allocated (Notesa®a 3.0).

The estimates and assumptions used are basedt@xpasgence and other factors considered
to be the most reasonable at the present time,is@ossible that future events might require
them to be modified in the coming years. Such mcatibns would be performed recognising

the effects of the changes in estimates in thenmcstatement.

c) Comparative information

For comparative purposes, the Bank's directorseptealong with each of the figures disclosed
in these annual financial statements for 201 7fithees for the previous year which were also
prepared pursuant to Circular 4/20The information contained in these annual financial
statements referring to 2016 is presented solelytfe purpose of comparison with the
information for 2017 and, consequently, does natstitute the Bank's annual financial

statements for 2016.

Certain prior year (2016) amounts have been ratikedsn these annual financial statements
in order to render them comparable with those efdtrrent year and easier to understand.
Said reclassifications are aimed at offering a kalewn of the insurance operating margin,
which was disclosed in net terms in previous yeBng. main reclassification was as follows:

Thousands of eus
Dr Cr

Cash in hand and at central banks and other deneuakit 38,03’
Current loans and receivabl- credit entitie (38,037

This reclassification corresponds to the amountieudocumentary credit operations used,
which were reclassified to other demand depositt€N).

-11-



The main new developments in the regulations apgli the Bank in the previous year, which
were taken into account in preparing the annuahiomal statements for 2016, were as follows:

* Bank of Spain Circular 4/2016, of 27 April, amergl@ircular 4/2017, of 22 December,
issued to credit institutions in regard to publlaeserved financial disclosures and
model financial statements, and Circular 1/201324fMay, concerning the Risk
Information Centre.

The purpose of this Circular is to update Circdl017, and the most material aspects in
relation to these annual financial statements sufelbws:

— Modification of Annex IX to adapt it to the lated¢velopments in banking regulation,
maintaining its full compatibility with the regutaty framework of IFRS.

— Adaptation to the new wording of article 39.4 ofaBps Commercial Code, introduced
by Law 22/2015, of 20 July, concerning Account Aundj, which considers that all
intangible assets have a defined useful life aodp@ingly, may be amortised.

— Adaptation of the accounting records to Royal De&€8/2015, of 2 October, reforming
the system for the clearing, settlement and regjistn of marketable securities, pursuant
to which the change of ownership in the sale-pwsehaf equity instruments will take
place on the settlement date, instead of on tltngadate, affecting their accounting
records.

From the standpoint of these annual financial statgs, the most salient change is the one
resulting from the modification of Annex IX, whichstablishes a new method for
calculating the assessment of coverage againgdakse to credit risks from insolvencies.
In the Bank's case, on 31 December 2016 the difterdetween the new and previous
calculation models amounted to 703 thousand earogmount that implied an expense in
the income statement for 2016.

» Bank of Spain Circular 5/2016, of 27 May, concegnthe method of calculation for the
contributions by entities belonging to the Credittity Deposit Guarantee Fund are
proportionate to their risk profile.

This Circular regulates the method to be used sumnthat the contributions by entities
belonging to the Deposit Guarantee Fund are prmpate to their risk profile, and it was
used in 2016 to calculate the contribution to teeused deposits compartment (see Note
3.1).

» Bank of Spain Circular 7/2016, of 29 November, dfting the accounting specificities to
be applied by banking foundations, and modifyingc@ar 4/2017, of 22 December, issued
to credit institutions in regard to public and meel financial disclosures and model
financial statements, and Circular 1/2013, of 24yMeoncerning the Risk Information
Centre.

-12-



With regard to the change in Circular 4/2004, ttagulation specifies and updates the
contents of some standards and statements, iwiih¢he latest modifications to definitions

and formats for preparing financial reporting to Etdjulators (known as FINREP), and
these modifications did not have a material impaxcthese annual financial statements.

3. MEASUREMENT PRINCIPLES AND CRITERIA APPLIED

The main accounting principles and criteria appheten preparing these annual financial
statements are summarised below, and are in lithethae provisions of Bank of Spain Circular
4/2004, of 22 December, modified by Bank of Spaimc@ar 4/2016, of 27 April:

a) Going concern principle

The information provided in these annual finanstatements was prepared in the assumption
that the Bank's business will continue in the fefuso the accounting principles were not
applied with a view to determining the value of igtor the purposes of its global or partial
transmission, or for a hypothetical liquidation.

b)  Accrual principle

Except in relation to the statement of cash flotlgse annual financial statements were
prepared as a function of the actual flow of goanld services, regardless of the date of their
payment or collection.

c) Offsetting

An entity may only offset assets against liabiitegiginating in transactions in which the entity
has the contractually or legally enforceable rightet off the recognised amount, and only
provided its intention is to settle on a net basiso realise the asset and settle the liability
simultaneously.

At 31 December 2017 and 2016, the Bank had noebfisancial assets and liabilities.
Likewise, on those dates the Bank did not haveettffgy rights associated with financial assets
and liabilities subject to enforceable contractffdetting agreements and pending offsetting.

d) Foreign currency transactions

For the purpose of these annual financial statesrt@eteuro is considered to be the functional
and presentation currency, and any currency otiaar the euro is considered to be foreign
currency.

In initial recognition, foreign currency credit addbit entries were translated into euros using
the exchange rate on the recognition date, undetsas the exchange rate for immediate

-13-



delivery. Afterwards, the following rules apply tiee conversion of balances denominated in
foreign currencies to euros:

. Monetary assets and liabilities are converteduims using the exchange rates at each
year-end.
. Non-monetary items measured at historic costcareverted at the exchange rate on

their acquisition date.
. Income and expenses are converted applying ttlegaexge rate on the transaction date.

. Amortisations and depreciations are convertedgutie exchange rate applied to the
relevant asset.

Translation differences resulting from the convamsof balances in foreign currencies are
booked in the income statement (at 31 December 288872016, the Bank did not have non-
monetary items in foreign currency that were meagait fair value).

Note 6.1.b.2 details the Bank's exposure to forekghange risk.

e) Recognition of income and expenses

As a general criterion, income is recognised afféiirevalue of the consideration received or
to be received, less discounts, deductions or pedections. When the cash inflow is deferred
over time, the fair value is determined by discoupfuture cash flows.

The effective interest rate method is used to reiseginterest in the income statement.

Recognition of any other income in the income sh&iet or in equity will be subject to
compliance with the following premisses:

. The amount can be reliably estimated.
. The Entity is likely to receive the economic bfiise
. The information can be verified.

When uncertainties arise with regard to the calbecof an amount previously recognised as
income, the amount whose recoverability has cetasled probable is recognised as an expense
and not as less income.

The accrual of interest is ceased on all debtunséints individually classified as impaired by
the Entity, and all those for which impairment lhe®n calculated collectively as a result of
being more than three months past due date.
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f) Financial instruments

A financial instrument is a contract giving riseadinancial asset at one company and, at the
same time, a financial liability or an equity instient at another company.

A financial asset is any asset that is cash, aityepstrument of another entity, a contractual
right to receive cash or another financial asséb @xchange financial assets or liabilities with
another entity under conditions that are potenti@Vourable to the entity. A financial asset is
a contract that will or may be settled in the Bfgibwn equity instruments.

A financial liability is any contractual obligatici deliver cash or another financial asset to
another entity or to exchange financial assetsimantial liabilities with another entity in
conditions that are potentially unfavourable to Hrgity. Moreover, a financial liability is a
contract that will or may be settled in the Ensitgtvn equity instruments.

The financial instruments issued by the Bank, al agetheir components, are classified as
financial assets or financial liabilities on theelaf their initial recognition, in accordance with
their economic substance when this does not caneith their legal form.

The financial assets and financial liabilities withich the Bank normally operates are debt
instruments.

f.1) Financial assets

The Entity's financial assets correspond to thé aasand, cash in banks and central banks,
loans and receivables, debt securities and equstyjuments.

The Bank classifies its financial assets as foltows

"Available-for-sale financial assets": at 31 DecemB017 this heading includes sharers
received by the Bank during debt restructuring psses (see Note 8).
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- "Loans and receivables", including the financialeds, not being traded in an active market,
nor being mandatorily measured at fair cost, whaessh flows are of a determinate or
determinable amount and whose disbursement is tegbrbe recovered in its entirety by
the Entity, except for reasons imputable to thetali&bsolvency. This category includes
investment in typical lending activities, such astt amounts drawn down and pending
repayment by customers in the form of loans or diépdent to other entities, whatever
their legal instrumentation, debt securities anot dssumed by buyers of goods and users
of services, constituting part of the Bank's buséne

- "Held-to-maturity investments" includes debt setwesitraded in organised markets, with
fixed maturities and cash flows of a determinatdaterminable amount held by the Bank,
from the outset and any subsequent date, witmtieation of holding them to maturity and
the financial capacity to honour that intentionthis connection, the Bank underpins its
financial capacity with financing lines obtainedthg Group, as well as with shareholders'
equity.

At 31 December 2017 and 2106, the Bank did not layefinancial assets classified as either
"Financial assets held for sale" or "Financial esseeasured at fair value through profit and
loss".

In their initial recognition on the balance shdetancial assets are recognised at fair value.
Fair value is the estimated amount for which aretasgy be delivered or a liability settled
between duly knowledgeable and willing partiesnream's length transaction.

The fair value of a financial instrument is thecprthat would be paid for it in an organised,
transparent market with reasonable depth ("tragmee" or "market price"). When a certain
financial instrument does not have a market ptcestimate its fair value recent transactions
between similar instruments are used and, if thisnot possible, measurement models
sufficiently tested by the international finanaaimmunity are used; taking into consideration
the specific characteristics of the instrumentdarteasured and, in particular, the various kinds
of risks associated with that instrument.

In 2017 and 2016 there were no differences inrihial recognition of assets due to differences
between their transaction price and their fair galu

After their initial recognition, the financial assencluded under "Available-for-sale financial
assets” continue to be recognised at fair valuessnthe Bank does not have sufficient
information to determine their fair value, in whichse they are measured at acquisition cost,
and the financial assets included under "Loanseceivables" and "Held-to-maturity financial
investments" are measured at amortised cost. Téeslation differences in securities
denominated in currencies other than the eurorasidded under these headings are recognised
in accordance with the provisions of Note 3.d.

The amortised cost is the amount at which the Gir@rnnstrument is measured at initial
recognition minus principal repayments, plus orumithe cumulative amortisation using the
effective interest method of any difference betwéeat initial amount and the maturity
amount, and minus any reduction (directly or thtotige use of an allowance account) for
impairment or uncollectibility.
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The effective interest rate is the discount rat¢ #xactly matches the initial carrying amount
of a financial instrument to the present valuelbitsestimated cash flows of all kinds over its
remaining life. For financial instruments at fixéuterest rates, the effective interest rate
coincides with the interest rate established ceotuedly on the acquisition date and, in the
event, any fees that are similar in nature to &erést rate. For financial instruments at floating
interest rates, the effective interest rate coegidith the rate of return applicable to all items
until the first scheduled review of the benchmantieiest rate.

Financial assets are derecognised from the Bamlkéste sheet when the contractual rights
over the financial asset's cash flow have expiraghen they are transferred, provided that in
said transfer the risks and benefits inherent &ir thwnership are also transferred, or, in the
absence of their substantial transmission or rigtentcontrol of the financial asset is
transferred. In the latter case, when control efdksets is not transferred they will continue to
be recognised in accordance with their continuedrodment, i.e. in an amount equal to the
Bank's exposure to changes in the value of the€iahasset transferred.

The Bank corrects the carrying value of financsdeds against the income statement when
there is objective evidence that there has beempairment loss (see Note 3.h).

f.2) Financial liabilities

The Bank's financial liabilities are mainly credittity deposits, customer deposits and other
financial liabilities corresponding to payment aisipending application and tax withholdings.

At 31 December 2017 and 2016, the Bank classifiedirmncial liabilities as "Financial
liabilities at amortised cost". In their initialaegnition on the balance sheet, financial lialati
are recognised at fair value. After initial recdgm, all financial liabilities are measured at
their amortised cost.

Financial liabilities are derecognised from the Barbalance sheet when the obligations are
extinguished or when they are re-acquired.

f.3) Gains and losses on financial instruments

Gains and losses on financial instruments are résed depending on the heading under which
they are classified.

For financial instruments measured at amortised, @bsnges in fair value are recognised

when the financial instrument is derecognised ftbenbalance sheet, and for financial assets
when they are impaired. Interest on financial instents under this heading are calculated by
applying the effective interest method.

g) Guarantees granted

The contracts whereby the Bank undertakes to pagifspamounts on behalf of a third party
in the event of the latter not doing so are considiéo be "Guarantees granted”. The main
contract under this heading and included in thek&hoentry" disclosures at the end of the
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balance sheet are financial and technical guararsieg irrevocable letters of credit issued or
confirmed by the Bank.

h)  Impairment of financial assets

The Bank corrects the carrying value of financsdeds against the income statement when
there is objective evidence that there has beempairment loss.

There is objective evidence of impairment in deistruments, understood as loans and debt
securities, when an event occurs after their iméeognition that implies a negative impact on
their future cash flows.

The Bank considers as impaired assets (doubtfdtgsthose debt instruments, risks and
contingent commitments, for which there is obvioergidence of impairment, which
fundamentally refers to the existence of non-pays)atefaults, refinancing, and evidence of
a possibility that all of the agreed future castw# may not be recovered.

To determine the impairment of this kind of assits,Bank assesses the insolvency risk of de
each borrower and the country risk.

Insolvency risk

To determine impairment due to insolvency risk, Bamk assesses potential impairments as
follows:

- Individually, for all significant assets and forode that, while not significant, are not
included in homogeneous groups of similar charesties: age of the amounts past due,
type of guarantee, sector of activity, geographéaagetc.

- Collectively: the Bank groups together those as$letd have not been individually
identified into homogeneous groups by counterpangration status, guarantee and age
of amounts past due and establishes the impairni@nésach group (identified losses) to
be recognised in the annual financial statemerasdordance with a delinquency calendar
based on past experience of the Bank and sector.
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- In addition to the specifically identified losséise Bank covers inherent losses incurred by
unidentified risks as impairments (normal risk ndar special monitoring) through generic
coverage determined considering the past experiehaémpairment and other known
circumstances on the date of the annual finantaééments. This global loss is quantified
by applying the parameters established by the Bdr8pain based on its experience and
the historical information it holds on the finardcgector in Spain. The Bank of Spain
periodically updates the parameters used to deterthis global loss in accordance with
sector performance.

Because the Bank does not have sufficient staistiata on its past experience of
impairment losses, it has used the parameterslissiath by the Bank of Spain.

Accordingly, these inherent impairment lossesireiare determined by applying certain
percentages to debt instrument and guaranteesdralassified as normal risk, and these
percentages vary according to the classificatiadh®instruments between the various risk
categories.

In the case of debt instruments measured at aradrtigst, the amount of impairment losses is
equal to the difference between their carrying am@md the current value of their estimated
future cash flows, although the Bank considerdifbed instruments that their market value
may replace the current value of their cash flopreyvided it is sufficiently reliable. The
amount of impairment losses estimated is recogrimstae income statement and used to offset
the value of the assets.

The value of estimated future flows is calculatgdliscounting at the effective interest rate of
the operation (if it is a fixed rate) or the efigetinterest rate of the operation on the update
date (if it is a floating rate). Estimated futulevis are determined based on guarantees, types
of risk and circumstances in which collection walke place.

Recoveries of impairment losses on debt instrumsmecognised in the income statement for
the period in which the recovery takes place.

When the likelihood of recovering any amount booisacbnsidered to be remote, said amount

is derecognised from the balance sheet, notwitdstgnany actions that might be taken to
secure collection.
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Country risk

Debt instruments not measured at fair value thrqargfit and loss, and risk due to contingent
commitments, regardless of who the customer isamaatysed to determine their credit risk in
accordance with country risk. For this purpose Emtity classifies the countries to which
operations are assigned into groups of risk asétifon of indicators relating to their economic
situation, political outlook, capacity and trackcoed of payments, and assigns coverage
percentages to each risk group established in B#nBpain Circular 4/2017 for each
classification.

At 31 December 2017, the Bank had allocated a cpurgk provision amounting to 872
thousand euros (2016: 727 thousand euros) (seedBjte

i)  Accounting hedges

The Bank had no accounting hedges in 2017 and.2016

) Transfer of financial assets

The Bank derecognises a transferred financial agsen all the contractual rights to receive
the cash flows it generates are transmitted or wihespite maintaining these rights, it assumes
the contractual obligation of paying them to theigisees, and the risks and benefits associated
with ownership of the asset are substantially fiemesd.

In all the asset transfers performed, the Bank ydvebstantially transfers all the risks and
benefits associated with ownership of the assetrebieer, the Bank has no ongoing
involvement in the financial assets transferredptimer words, none of the contractual rights
or obligations inherent to the transferred finaha&set are retained and neither does it obtain
any new contractual right or obligation in relattorthe asset.

At 31 December 2017 and 2016, the Bank had notitised any assets.

k)  Investment in subsidiaries, jointly-controlledsinesses and associates

Investments in subsidiaries, jointly-controlled imesses and associates are recognised at cost
and any impairment is corrected where there isemad thereof. To calculate impairment
losses, the Bank compares the recoverable valigsh@ng the higher between its fair value
less costs to sell and value in use) with the aagryalue. Impairment losses and recoveries in
value evidenced by this assessment are immedigebgnised in the income statement.

[)  Tangible assets

Tangible assets include the amounts of buildingaKlmg branches and delegations), furniture,
IT equipment and other installations owned by thelB Tangible assets are classified by their
purpose under tangible assets for own use.
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Tangible assets for own use are measured at asstlenulative depreciation and, in the event,
any impairment.

The acquisition or production cost of tangible &sseet of their residual value, is amortised
on a straight-line basis as a function of the estial useful life of the various components, as
follows:

Years of useful life

Buildings for own us 50
Furniture, installations, e 3to 1:
Data processing equipmi 4

Repairs and maintenance expense not increasingsthet's useful life are charged to the
income statement of the year incurred.

Tangible assets are derecognised when disposedp#rmanently withdrawn from use and
when future profits are not expected to be obtainau their sale, assignment or withdrawal.
The difference between the sale amount and cargmgunt is recognised in the income
statement for the period in which the asset isatgyaised.

m) Non-current assets and disposable groups otittassified as held-for-sale

Foreclosed assets classified as non-current afsetsale under "Non-current assets and
disposable groups of items classified as held-&e“sare initially recognised at their estimated
cost as the lower between the carrying value offitrencial assets applied and the market
appraisal value of the asset received in its ctis&te less estimated costs to sell.

All legal expenses linked to the claims and forsuglte of these assets are recognised
immediately in the income statement of the forastegeriod. Registration expenses and taxes
paid may be added to the initially recognised am@uaovided this does not lead the amount

to exceed appraisal value less estimated costdltassindicated in the previous paragraph.
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If the carrying value of the assets exceeds tlagivalue, net of costs to sell, the Bank adjusts
the carrying value of the assets by the amounhaif éxcess, offset against "Gains or losses
from non-current assets and disposable groupseofisitclassified as held for sale not
classifiable as discontinued operations” in th@me statement. In the event of an increase in
the fair value of the assets, the Bank reversesodses previously accounted for, increasing
the carrying value with the limit of the previousiaunt on its potential impairment, offset
against the aforementioned heading of "Gains @e®$rom non-current assets and disposable
groups of items classified as held for sale nossifeable as discontinued operations” in the
income statement.

n) Commitments to employees

Short-term remuneration

This kind of remuneration is measured, without wingg by the amount payable for services
received, and is generally recognised as perscexpnses in the year and as an accrual
account in liabilities, by the difference betweba total expense and the amount already paid.

Pension obligations

In accordance with the collective bargaining agrexeinmn place, Spanish banks are committed
to supplementing the Social Security benefits ramkiby their employees and rightful
beneficiaries in the event of their retirement, np@nent disability, widowhood and
orphanhood. The first of these commitments is pglieable to persons employed at banks
from March 1980 onwards. The Bank has arrange@adle life insurance covering the risks
of permanent disability, widowhood and orphanhawdjeath in the line of duty.

At 31 December 2017 and 2016, the Bank had ncereéint commitments with any of its
current or past employees, since none of its enggl®yad the relevant seniority.

In addition, the Bank has a commitment with its lsiging Director to make contributions to a
"defined contribution plan”. This predetermined trdoution (established as a percentage of
annual remuneration) is made to a separate emti,the Bank has no legal or effective
obligation to make additional contributions if theparate entity cannot meet the remunerations
related with the services provided in the currerd previous years. In 2017, an expense was
recognised in the income statement under this hgadi the amount of 84 thousand euros
(2016: 82 thousand euros). The insurance compagty tascover this commitment is Mapfre
Vida.
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Furthermore, in accordance with the banking seabtiective bargaining agreement in place
(published in the Official State Gazette on 15 J206), the Bank arranged a complementary
defined benefit scheme for current employees hafeat 8 March 1980, who have worked for
the Bank for at least two years. The minimum anmaaltribution by the Bank will be 300
euros each in 2015 and 2016, 400 euros in 2014%@acuros from 2018, according to the
Banking sector agreement in place. The contribstiorade this year in relation to 2017
amounted to 11 thousand euros (15 thousand eur@9)16), recognised in the income
statement 2017.

Termination benefits

In accordance with current labour legislation, camps are obliged to pay termination
benefits to those employees whose employmentnsinated with no justified cause. There is
no redundancy plan that would make it necessaajldoate a provision in this connection.

0) Other provisions and contingencies

The Bank differentiates between provisions andiogett liabilities. The former are accounts
payable covering present obligations at the repgdiate as a result of past events which could
give rise to a loss for the Entity, which are liké&b be incurred but uncertain as to their amount
and timing, while the latter are possible obligatidhat arise from past events, depending on
the occurrence of one or more events over whiclBdrk does not have control.

The Bank's consolidated annual financial statementkide all material provisions with
respect to which it is considered that it is makely than not that the obligation will have to
be settled. Contingent liabilities are not recogdig the annual financial statements, but are
instead disclosed in memorandum accounts.

Provisions are quantified taking into account tlestbavailable information regarding the
consequences of the event originating them, arebstierated at each year-end, and used to
tackle specific obligations for which they weretially recognised, being fully or partially
reversed when said obligations cease to existroingsh.

Legal proceedings and/or complaints underway

At year-end there were no legal proceedings or ¢aimis filed against the Bank as a result of
the ordinary course of its business.
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p) Fees and commissions
The Bank classifies the fees it pays or receiveslisvs:
Financial fees

This type of commission, which are an integral pathe return or effective cost of a financial
operation and which are received or paid in advaaeerecognised generally in the income
statement throughout the expected lifetime of tharicing, net of direct related costs, as an
adjustment to the operation's effective cost arrret

Non-financial fees

This type of commission arise from the provisiorsefvices and are recognised in the income
statement throughout the period of execution ofs#t®ice or, in the case of services executed
through a single act, upon execution of that act.

gq) Corporate income tax

Income tax expenses in the year are calculatetie®bdsis of the economic result, before tax,
increased or diminished by the permanent differemecehe tax profit/loss, understood as the
difference between the taxable base and the adoguptofit/loss before taxes that are not
reversed in subsequent periods.

Income tax expenses are recognised in the incoatens¢ént, except when the transaction is
registered directly in equity, in which case thievant tax is also recognised with an offsetting
entry in equity.

The tax effect of temporary differences is includethe "Deferred tax assets" and "Deferred
tax liabilities" headings of the accompanying batasheet.

Deferred tax assets and liabilities are quantibgdapplying to the temporary difference, or
relevant credit, the tax rate expected to be reealver settled.

Deferred tax assets recognised are reviewed dtdett®e end of the year, and any corrections
made should they not be recoverable.

r Deposit Guarantee Fund — National Resolutiomd~u

The Bank is part of the "Fondo de Garantia de Dgggdsle Entidades de Crédito" (Deposit
Guarantee Fund).
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In its meeting of 2 December 2015, the Managemam@ittee of the Deposit Guarantee
Fund, pursuant to the provisions of article 3.Rofyal Decree 2606/1996, of 20 December,
concerning credit entity deposit guarantee fundsgraled by Royal Decree 1012/2015, of 6
November, determined that for the year 2015 theauanoontribution to the guarantee fund
should be 1.6 per thousand of eligible depositstardannual contribution to the securities
guarantee compartment should be 2 per thousanti, dotthe basis of calculating the
contributions existing at 31 December 2015.

Furthermore, at its meeting of 15 July 2016, theaddement Committee of the Credit Entity
Deposit Guarantee Fund determined that for the 846 the annual contribution to the
securities guarantee compartment should be 1.éhpasand, with each entity's contribution
being adjusted as a function of its risk profiletba basis of deposits existing at 30 June 2016.

In 2017, the ordinary contribution to said Fund watablished at 2 thousand euros (2016: 2
thousand euros).

Furthermore, Law 11/2015, of 18 June, along wihntplementing legislation through Royal
Decree 1012/2015, of 6 November, transposing ipensh Law Directive 2014/59/EU, of 15
May, establishes a framework for the recovery aesblution of credit institutions and
investment firms. The aforementioned law regulabescreation of the National Resolution
Fund, whose financial resources should attain,loblp&ember 2024, 1% of the amount of the
secured deposits, through contributions from credtities and investment services firms
established in Spain.

The calculation of each entity's contribution isdx on the proportion that each one of them
represents over the aggregate total of the follgwthe entity's total liabilities, excluding
shareholders' equity and the secured amount ofsitspavhich are later adjusted to each
entity's risk profile. Accordingly, the Entity's wibution in 2017 amounted to 68 thousand
euros (2016: 25 thousand euros).

s)  Statement of cash flows
In the cash flow statement, the following expressiare used with the following meanings:

. Cash flows: inflows and outflows of cash and ceghivalents, which are short-term,
highly liquid investments that are subject to amiaterial risk of changes in value.

. Operating activities: the principal activitiesarédit entities and other activities that are
not classified as investment or financing actigitie

. Investing activities: the acquisition and disgos& non-current assets and other
investments not included in cash and cash equitslen

. Financing activities: activities that result ihamges in the size and composition of
equity and liabilities that are not operating aties.
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t) Statement of changes in equity.

The statement of changes in equity reflects allngka in equity during the year. This
information is in turn broken down into two stateitse

. Statement of comprehensive income: showing thente and expense generated by
the Entity as a result of its activity during theay, distinguishing those recognised as
profit and loss in the income statement for theryaad recognised income, in
accordance with applicable standards, booked ¢jrecequity.

. Total changes in equity: showing all the movers@mtequity accounts, including those
resulting from changes in accounting criteria arrdrecorrections. Consequently, the
statement shows a reconciliation between the cagryalue at the start and end of the
financial year of all the items of which equity éemprised, grouping together the
movements as a function of their nature.

4. ERRORS AND CHANGES IN ACCOUNTING ESTIMATES

In 2017 and until the date of preparing these ahnfin@ancial statements there had been no
material errors or changes in accounting estimattesifficient importance to be included in
the annual financial statements.
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5.  APPROPRIATION OF PROFIT

There follows a breakdown of the appropriation wdfp from 2017 which the Bank's Board
of Directors will propose to the Sole Shareholderdpproval, along with the appropriation
approved by the Sole Shareholder of profits froh&0

Thousands of eur:

2017 201¢
Profit for the year after corporate income 5,35¢ 4,10(
Total distributable amou 5,35¢ 4,10(
To legal eservi 53¢ 41C
To voluntary resen 4,82 3,69(
To distribution of dividenc - -
Total distribute: 5,35¢ 4,10(

6. RISK OF FINANCIAL INSTRUMENTS. CAPITAL MANAGEMENT
6.1 RISK OF FINANCIAL INSTRUMENTS.

In its day-to-day business, the Bank takes pathéndevelopment of trade and investment
exchanges between Spain and Morocco and, by eatenBiurope and Arab countries,
providing financing and management services. ltspeoducts and services are, in summary,
post-financing of letters of credit and forfaitirfyyer credit and the granting of credit facilities
for investment or operating projects.

In accordance with its corporate purpose, the Baaktains a very prudent lending policy
underpinned by analysis and credit rating tools.tl@nbasis of internal and external reports,
the Bank's Credit Committee approves or rejectsatjpms, requesting guarantees to secure
operations by small and medium-sized enterprises.

a) Creditrisk

Credit risk ensues as a result of potential loshes to non-compliance with contractual
obligations by the Bank's counterparties. In theeaat reimbursable financing granted to third
parties (in the form of credit, loans, depositgusiies or other) the risk ensues as a result of
the non-recovery of the principals, interest andaming items as per the amounts, dates and
other conditions set forth in the contracts. In-lmdfance sheet risk, it derives from non-
compliance by the counterparty of their obligatieamgespect of third parties, requiring the
Bank to undertake them as its own pursuant to ¢dinentitment entered into.
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a.1l) Management and measurement of credit risk

To measure risk, the Bank uses a quantitativermitebased on a financial analysis of the
company and statistical data on the sector, andhhitative approach based on the quality of
shareholders, quality of management and the Bagsrience with the owner of the risk.

Internal rating tools fed by the financial datdled companies or financial institutions are used.

a.2) Monitoring

Risks are monitored daily by the Treasury Committeere any non-compliances are reported,
and monthly by the Credit Monitoring Committee,atesl to conduct thorough supervision of
credit risk.

The Bank has a risk unit that oversees the solvesfcyLoans and receivables" and
commitments in general.

a.3) Recovery

The Bank engages the external services of a laweaf monitor and recover debts past due.

a.4) Total exposure to credit risk

The table below shows the Bank's total exposurddit risk at the close of 2017 and 2016:

Thousands of euros

2017 2016
Demand deposits at credit institutis 62,44« 45,93:
Loans and receivable credit entitie 248,76t 155,471
Loans and receivabl¢- customer 144,51 127,33l
Held-to-maturity investmen 116,86t 101,17
Guarantees grant 75,615 71,284
Total risk 648,21 501,19:
Contingent commitments gran 39,417 50,736

Maximum exposur 687,627 551,928

-28-



The distribution of risk by geographic area acaogdio customers' locations is as follows:

Thousands of euros

2017 2016
Europe 341,14 244 93!
Africa 243,17t 245,65:
North Americ: 29,98: 11,827
South Americ 5,36: -
Asia 67,963 49,513
Total risk 687,627 551,928

The bulk of exposures to Africa featured in the\abtable correspond to Morocco, and in
Morocco most correspond to exposures assumed wéhparent. Risk operations with the
parent are secured with the deposits recognisteiBank's liabilities (see Note 21).

The breakdown of risk of customer loans and ret#egby customer sector of activity at 31
December 2017 and 2016 is as shown in the tabtsvbel

Thousands of euros

2017 2016
Of which: Of which:
Distribution Doubtful Distribution Doubtful
Risk (%) assets Risk (%) assets
Industrie: 59,39¢ 41.1C - 54,26( 42.62
Building 11,24 7.7¢ - 16,34: 12.8:
Services
Retail and hospitality sect 23,39¢ 16.1¢ 4,18: 3.2¢ 384
Transport and communicatic 5,21« 3.61 - 10,727 8.4z -
Other service 45,21¢ 31.2¢ 5,32( 41,78: 32.81] 8,571
Loans to individual
Consumer and oth 49 0.03 - 35 0.03
Loans and receivabl 144,519 100.00 5,320 127,330 100.00 8,955

As the previous table shows, at 31 December 20d 2816 the Bank had not granted material
loans or credits to finance consumer operations.

-29.



The breakdown of risk by total amount per custom&017 and 2016 is as follows:

Thousands of euros

2017 2016
Distribution Of which: Distribution Of which:
Risk (%) Doubtful assets Risk (%) Doubtful assets
More than 1,00 127,94¢ 88.5% 4,26¢ 111,74 87.7¢ 7,991
Between 500 and 1,0 9,271 6.4z 557 7,42 5.8¢ 574
Between 250 and 5! 3,92¢ 2.71 49¢ 5,37(C 4.22 -
Between 125 and 2! 3,14¢ 2.1¢ - 1,91¢ 1.5C 384
Between 50 and 1. 11€ 0.0¢ - 57¢ 0.4t -
Between 25 and £ 43 0.0 - 20¢ 0.1€
Less than 2 75 0.05 - 88 0.07
Loans and receivable- customer 144,519 100.00 5,320 127,330 100.00 8,955

The heading Loans and receivables - credit entitiekides deposits loaned, credits, loans and

letters of credit used, for a total amount of 248,thousand euros at 31 December 2017 (2016:
193,507 thousand euros).

The heading "Held-to-maturity investments"” corregfmto debt securities, details of which
are included in Note 10.

There follows a breakdown for each class of finahicistruments of the amount of credit risk

covered by each of the main collateral and otheditenhancements held by the Bank at 31
December 2017 and 2016:

Thousands of euros
Guaranteed Guaranteed by Guaranteed

Property Other by Group financial by other Not

2017 collateral collateral companies  institutions entities guaranteed Total
Demand deposits at credit

institutions - - - - - 62,444 62,44+
Loans and receivables - credit

entities - - - - - 248,76t 248,76t
Loans and receivable- customer - - 34,46: 20,82 50,17( 39,06t 144,51
Held-to-maturity investmen - - - - 116,86t 116,86t
Guarantees gram - 1,982 1,550 8,572 - 63,511 75,615
Total risk - 1,98: 36,01: 29,39« 50,17( 530,65: 648,21(
Contingent commitments gran - - - - - 39417 39417
Maximum exposul - 1,982 36,012 29,394 50,170 570,069 687,627
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Thousands of euros

Guaranteed Guaranteed by Guarantee  Not

Property Other by Group financial d by other guarantee

2016 collateral collateral companies institutions entities d Total
Demand deposits at credit

institution: - - - - 45,93 45,93:
Loans and receivables - credit

entities - - - - 155,47( 155,47(
Loans and receivable customer 34: 11,18¢ 19,k4€ 32,03 64,22: 127,33(
Held-to-maturity investmen - - - - 101,17! 101,17¢
Guarantees grant 227 17,646 5,571 - 47,840 71,284
Total risk 57C 28,83. 25,117 32,03¢ 414,64( 501,19:
Contingent commitments gran - - - - 50,736 50,736

570 28,832 25,117 32,033 465,376 551,928

Maximum exposut
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The breakdown of instruments relating to credk,reeccording to external agencies' ratings,

is as follows:
Thousands of euros

Not rated by

2017 Rating 1 Rating 2 Rating 3 Rating 4 any agency Total
Demand deposits at credit

institutions 38,10: 15,70° 3,741 - 4,89¢ 62,44
Loans and receivables - credit

entities 121,29¢ 63,21« 23,88( - 40,37: 248,76t
Loans and receivables -

customer 7,511 58,90¢ 44,907 - 33,19:¢ 144,51¢
Held-to-maturity investmen 116,86¢ - - - - 116,86¢
Guarantees grant 2,976 25,530 14,834 - 32,275 75,615
Total risk 286,75¢ 163,35¢ 87,36: - 110,73! 648,21(
Contingent commitments

grantet - 39,417 - - - 39,417
Maximum expoure 286,754 202,776 87,362 - 110,735 687,627

Thousands of euros

Not rated by

2016 Rating 1 Rating 2 Rating 3 Rating 4 any agency Total
Demand deposits at credit

institutions 9,15¢ 20,68: 61C - 15,48: 45,93:
Loans and receivables - credit

entities 13,217 59,37« 35591 - 47,28. 155,47(
Loans and receivables -

customer 23,65¢ 71,56¢ 9,19¢ - 22,910 127,33(
Held-to-maturity investmen 13,41 87,76 - - - 101,17
Guarantees grant 3,263 40,952 3,527 - 23,542 71,284
Total risk 62,70t 280,33¢ 48,93( - 109,21¢ 501,19:
Contingent commitments

grantet 452 35,284 - - 15,000 50,736
Maximum exposul 63,157 315,623 48,930 - 124,218 551,928

In relation to the information contained in the\poais tables, there follows a description of
each of the categories shown, all of which corredpto the external ratings from the
international agencies Fitch, Standard & Poorsloody's.

- Rating 1: from AAA to A-

- Rating 2: from BBB to BB-

- Rating 3: from B+ to B-

- Rating 4: lower than B-

- Not rated: no rating afforded by any exterrggracy.
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The breakdown of instruments relating to credit,reccording to the Bank's internal ratings,
is as follows:

Thousands of euros

2017 Rating A Rating B Rating C Rating D Not rated Total
Demand deposits at credit

institutions 38,10: 19,41 73 - 4,85¢ 62,44
Loans and receivables - credit

entities 121,29¢ 85,04¢ 2,77¢ - 39,64: 248,76t
Loans and receivables -

customer 7,511 77,02: 27,59¢ - 32,38¢ 144,51¢
Held-to-maturity irvestment 38,52¢ 77,34( 1,00C - - 116,86t
Guarantees grant 2,976 40,324 124 - 32,191 75,615
Total risk 208,41« 299,14« 31,57« - 109,07¢ 648,21(
Contingent commitments

grantet - 39,417 - - - 39,417
Maximum exposul 208,414 338,563 31,574 - 109,076 687,627

Thousands of euros

2016 Rating A Rating B Rating C Rating D Not rated Total
Demand deposits at credit

institutions 3,83¢ 26,00° 61C - 15,48:¢ 45,93:
Loans and receivables - credit

entities 13,217 59,37 35,597 - 47,282 155,47(
Loans and receivables -

customer 23,65¢ 63,07¢ 17,68: - 22,91 127,33(
Held-to-maturity investmen 12,23¢ 87,76 1,172 - - 101,17
Guarantees grant 3,263 40,952 3,527 - 23,542 71,284
Total risk 56,20¢ 277,17¢ 58,58¢ - 109,22( 501,19:
Contingent commitments

grante 452 35,284 - - 15,000 50,736
Maximum exposul 56,660 312,460 58,588 - 124,220 551,928

In relation to the information contained in the\poeis tables, there follows a description of
each of the categories shown:

- Rating A: Very high security.
- Rating B: High security.

- Rating C: Medium security.
- Rating D: Low security.

- Not rated: Not rated.
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The table below shows the breakdown of customersl@ad receivables by activity type at 31
December 2017 and 2016:

Thousands of euros
Loans with collateral. Loan to value (c)

Of which: More than More than More than
Of which: Rest of Equalto 40%and 60% and 80% and More
Property collateral or less lessthan lessthan less than than
Total collateral (b) (b) than 40% 60% 80% 100% 100%
2017
Public administratior 41,907 - - - - - - -

Other financial institutions and individual entrepeurs (financial
business activit) - - - - - - - -
Other non-financial institutions and individual esgireneurs (non-
financial business activit
Construction and property development (inaigdand) (d) - - - - - - - -
Civil engineering work - - - - - - - -
Rest of purposes

Large compnies (e 73,88 - - - - - - -
SMEs and individual entrepreneurs (e) 28,691 - - - - - - -
Rest of households (f) (broken down by purpose
Homes - - - - - - - -
Consume 4C - - - - - - -

Other purpos¢ - - - - - R R .

TOTAL 144,519 - - - - - -

TOKEN ENTR
Refinancing, refinanced and restructured operations 9,002 - - - - = = -

2016

Public administratior 24,48¢ - - - - - - -
Other financial institutions and individual entrepeurs (financial
business activit) - - - - - - - -
Other non-financial institutions and individual esgreneurs (non-
financial business activit
Construction and property development (incigdand) (d) - - - - - - - R
Civil engineering work - - - - - - - -
Rest of purposes
Large companies ( 89,72: - - - - - - -
SMEs and individual entrepreneurs (e) 13,085 - - - - - - R
Rest of households (f) (broken down by purpose
Homes - - - - - - - -
Consume 35 - - - - - B B

Other purpose - - - - - - - _

TOTAL 127,330 - - - ; i ;

TOKEN ENTR
Refinancing, refinanced and restructured operations 8,514 - - - - - - -

(a) The definition of customer loans and receivablethésone used in preparing the balance sheet.tabis includes all the operations of this kind,amfless of the heading under
which they are recognised in the balance sheegpéxender "Non-current assets and disposable groupsms classified as held-for-sale”. The amashawn for the various
items is the carrying amount of the operationstirer words, after deducting any impairments assalt of hedging.

(b) Itincludes the carrying amount of all the tran&aes with property collateral or other collateradjardless of their loan to value ratio and instmtiaigon (mortgage, finance leases,
inverse repurchase loan, etc.).

(c) Loan to value is the ratio obtained by dividing t@rying amount of each operation on the statemata by the amount of the latest appraisal vakadlable for the collateral
provided.

(d) This item includes all activities linked to consttion and property development, including thosatieq to land financing for property developmergardless of the sector and
main economic activity of the counterparty.

(e) Non-financial companies are classified as eitherg# companies” or "SMEs" in accordance with tHenifiens in Commission Recommendation 2003/361/6f% May 2003,
concerning the definition of micro, small and meudisized enterprises. The activity of individual repreneurs is considered to be that performed &ypttysical persons in
conducting their business.

() Households, including non-profit institutions ag thervice of households, but excluding the busiaetsities of individual entrepreneurs.
(g) Loans are classified by purpose in accordance tiéhule 712.2.e) of Bank of Spain Circular 4/2017.
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The tables below show the concentration of riskadiywity and geographic area, in Spain, at
31 December 2017 and 2016:

Thousands of euros

Rest of the Rest of the
2017 TOTAL @ Spain European Union  America world
Central banks and credit entit 326,53¢ 20,85¢ 99,86¢ 17,56 188,25(
Public administratior
Cenral administratio 97,74¢ 18,58¢ 50,38t - 28,78(
Other public administratiol 20,84¢ 7,71¢ - - 13,12¢
Other financial institutions and individual entrepeurs
(financial business activit - - - - -
Other non-financial institutions and individual
entrepreneurs (nc-financial business activit
Construction and property development (including
land; - - - - -
Civil engineering work - - - - -
Rest of purpost
Large companie 110,56: 63,707 15,96: - 30,89:
SMEs and individui entrepreneu 31,38: 3,83: 54 - 27,49
Rest of households (broken down by purp
Home: - - - - -
Consume 38 38 - - -
Other purpose¢ - - - - -
TOTAL 587,113 114,736 166,269 17,563 288,545
Thousands of euros
AUTONOMOUS REGIONS
Castilla—La  Castillay
2017 TOTAL @ Andalusia Aragén Asturias Balearics Canaries Cantabria Mancha Leén Catalonia
Central banks and credit enti 20,85t - - - - - - - - -
Public administratior
Central administratic 18,58¢ - - - - - - - - -
Other public administratiol 7,71¢ - - - - - - - - -

Other financial institutions and individual entrepeurs
(financial business activit - - - - - - - - - -
Other non-financial institutions and individual
entrepreneurs (n-financial tusiness activity
Construction and property development (including
land; - - - - - - - - - -
Civil engineering work - - - - - - - - - -
Rest of purpost

Large compani¢ 63,70 2,702 - - - - - - 3,308 3,561

SMEs an individual entrepreneu 3,83 1,772 - - - - - 61 - 58
Rest of households (broken down by purp

Home: - - - - - - - - - -

Consume 38 - - - - - - - - -

Other purpose¢ - - - - - - - - N N

TOTAL 114,736 4,474 - - - - - 61 3,305 3,619

Thousands of euros
AUTONOMOUS REGIONS

Basque Ceuta and
2017 Extremadura Galicia Madrid Murcia Navarra Valencia Country La Rioja Melilla
Central banks and credit enti - - 20,85t - - - - - -
Public admiiistration:
Central administratic - - 18,58 - - - - - -
Other public administratiol - - 3,61 2,04¢ - 2,16( - - -

Other financial institutions and individual entrepeurs
(financial business activit - - - - - - - - -
Other non-financial institutions and individual
entrepreneurs (n-financial business activit
Construction and property development (including
land’ - - - - - - - - -
Civil engineering work - - - - - - - - -
Rest of purpost

Large compani¢ 481 342 47,64. 5,67« - - - - -
SMEs and individual entreprene 23€ 157 1,37¢ - - 172 - - -
Rest of households (broken down by purp
Home: - - - - - - - - -
Consume - - 3¢ - - - - - -

Other purpos¢ - - - - - - - - -

TOTAL 717 500 92,007 7,720 - 2,333 - - -

(@)  The definition of risk for the purposes of thisleaimcludes loans and receivables, debt securépsity instruments, derivatives (held for sale hadge derivatives), investments in subsidiarastly-controlled
companies and associates and guarantees gramgandiless of the heading under which they are iredlud the balance sheet, except for the heading-torent assets and disposable groups of iterssifiéal
as held-for-sale”. The amount shown for the agsetse carrying amount of the operations, in otherds, after deducting any impairments as a resuiedging. The amount of the guarantees granttukis
nominal amount. The breakdown of activity by gephia area is based on the country or autonomousrregf residence of the borrowers, issuers of #risties and counterparties of the derivatives and
guarantees granted.
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Thousands of euros

Rest of the Rest of the
2016 TOTAL @ Spain European Union  America world
Central bans and credit entiti 210,53: 23,62¢ 35,217 - 151,69:
Public administratior
Central administratic 85,24¢ - 51,10( - 34,14¢
Other public administratiol 4,30¢ 4,30¢ - - -
Other financial institutions and individual entrepeurs
(financial businss activity - - - - -
Other non-financial institutions and individual
entrepreneurs (n-financial business activit
Construction and property development (including
land; - - - - -
Civil engineering work - - - - -
Rest of purpost
Large companie 140,58t 60,76: 22,027 6,62¢ 51,17:
SMEs and individual entreprene 15,90( 7,73¢ 47¢€ - 7,68¢
Rest of households (broken down by purp
Home: - - - - -
Consume 3E 35 - - -
Other purpost¢ - - - - -
TOTAL 456,609 96,467 108,820 6,626 244,696
Thousands of euros
AUTONOMOUS REGIONS
Castilla—La  Castillay
2016 TOTAL @ Andalusia Aragén Asturias Balearics Canaries Cantabria Mancha Leén Catalonia
Central banks and credit enti 23,62« - - - - - - - - -

Public administratior
Central administratic -
Other public administratiol 4,30¢ - - - - - - - - -

Other financial institutions and individual entrepeurs

(financial business activit - - - - - - - - - -

Other non-financial institutions and individual

entrepreneurs (n-financial business activit
Construction and property development (including
land; - - - - - - - - - -
Civil engineering work - - - - - - - - - -
Rest of purpost

Large compani¢ 60,76: 7,598 - - - - - - 6,147 4,61%

SMEs and individual entreprene 7,73¢ 267 48C - - - - 31¢ 16€ 611
Rest of households (broken down by purp

Home: - - - - - - - - - -

Consume 3E - - - - - - - - -

Other purpose¢ - - - - - - - - N N

TOTAL 96,467 7,862 480 - - - - 319 6,313 5,224

Thousands of euros
AUTONOMOUS REGIONS

Basque Ceuta and
2016 Extremadura Galicia Madrid Murcia Navarra Valencia Country La Rioja Melilla

Central banks and credit entit - - 23,62« - - - - - -
Public administratior
Central administratic - - - - -
Other public administratiol - - - 2,10¢ - 2,20¢ - - -
Other financial institutions and individual entrepeurs
(financial business activit - - - - - - - - -
Other non-financial institutions and individual
entrepreneurs (n-financial business activit
Construction and property development (including
land’ - - - - - - - - -
Civil engineering work - - - - - - - - -
Rest of purpost
Large compani¢ - 654 40,20t 14z - - 1,40t - -
SMEs and individual entreprene 462 33z 3,69¢ 51z - 891 - - -
Rest of households (broken down by purp
Home - - - - - - - - -
Conwumel - - 35 - - - - - -

Other purpos¢ - - - - - - - - -

TOTAL 462 986 67,563 2,758 - 3,095 1,405 - -

(@)  The definition of risk for the purposes of thisleaimcludes loans and receivables, debt securépsity instruments, derivatives (held for sale hadge derivatives), investments in subsidiarastly-controlled
companies and associates and guarantees gramgandiless of the heading under which they are iredlud the balance sheet, except for the heading-teorent assets and disposable groups of iterssiftéad
as held-for-sale”. The amount shown for the agsetse carrying amount of the operations, in otherds, after deducting any impairments as a resuiedging. The amount of the guarantees granttueis
nominal amount. The breakdown of activity by gephia area is based on the country or autonomousrregf residence of the borrowers, issuers of #isties and counterparties of the derivatives and
guarantees granted.
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a.5) Credit risk for financing of construction gmaperty development

At 31 December 2017 and 2016, the Entity had nditievestment operations to finance
construction and property development activities.

At 31 December 2017 and 2016, the Bank had noteglaany homebuyer loans.

At 31 December 2017 and 2016, the Bank did not fareelosed assets from financing aimed
at construction and property development companies.

a.6) Loan and credit refinancing and restructupalicy.

In accordance with the provisions of Bank of Sp@incular 4/2016, the Bank uses the
following definitions:

Refinancing operations: granted or used for egoa or legal reasons associated with
current or foreseeable financial difficulties oétholder to cancel one or more operations
granted by the Group, or by which outstanding paywsér such operations are met in
full or in part, for the purpose of enabling holslew pay their debt (principal and interest)
because they are unable, or will predictably soenubable, to fulfil their payment
obligations in due time and proper form.

Refinanced operations: operations in which paynsebrought fully or partially up to
date as a result of a refinancing operation byetitey itself or another entity belonging
to its economic group.

Restructured operation: the financial terms amtbltions of an operation are amended
for economic or legal reasons associated with ntioeforeseeable financial difficulties
of the holder in order to facilitate payment of thebt (principal and interest) because the
borrower is, or will, foreseeably become unablectmply with those terms and
conditions on time and in due form, even if thadrope was envisaged in the contract. In
any event, transactions are considered to be otstaed when a debt reduction takes
place, assets are received to reduce the debg¢ioteéhms and conditions are changed to
extend their maturity, change the repayment tabteduce instalments in the short term
or reduce their frequency, or establish or extéedprincipal repayment and/or interest
grace period, except when it can be demonstraidtiie terms and conditions were
changed for reasons other than the borrowers’ Giadwlifficulties and are similar to
those terms that would be applied by other entitidhe market for similar risks.
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Renewal operation: transaction arranged to cedaother one granted previously by the
entity, in which the holder neither has nor is etpd to have financial difficulties in the
future; in other words, the operation is arrangedé¢asons other than refinancing.

Renegotiated operation: transaction modifying tinancial conditions, in which the
holder neither has nor is expected to have finamtifbculties in the future; in other
words, the financial conditions are modified foasens other than restructuring.

In any event, to define an operation as renewaknpegotiation, the holders must have the
capacity to obtain in the market, on the date néveal or renegotiation, operations in a similar
amount and financial conditions to those applied by the entity, which must be in line with
those granted on that date to customers with dagimgk profile.

Below is a summary of the procedure followed by Bamk in refinancing and restructuring
operations:

1.-

2.-

All the financial and economic information dretcompany is obtained. Companies are
required to provide an updated balance sheet amna statement.

The financial/leconomic information is submittedthe credit committee, which will
discuss and issue a decision on the company'slityalbor which purpose a medium-
term business plan is also required. All permanerhbers of the credit committee must
approve it.

The credit committee must be certain thattimapany's financial difficulty is temporary,
due to excess debt or the non-renovation of faslitdue to banking mergers.
Accordingly, the Bank ensures that the company graper commercial viability, in
other words, that it maintains the previous yel@vel of sales along with the rest of
variables of the income statement, such as EBITBd\the gross operating margin.

Once approved by the credit committee a nelicypaust be signed or the Bank will
join the rest of banks signing the syndicated laansredit granted to the company.
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At 31 December 2017 and 2016, the refinancing asttucturing operations are broken down
as follows:

Total
Gross carrying Cumulative
amount impairment or loss
Number of  (thousands of in fair value due to
operations euros) credit risk

2017

Credit ettities - - -
Public administratior - - -
Other financial institutions and individual entrepeurs (financial
business activity - - -
Other non-financial institutions and individual exgireneurs (non-
financial business activit 8 9,00z -
Of which: financing for construction and property
development (including lan - - -
Rest of householi - - -
Total 8 9,00z -

Additional information
Financing classified as non-current assets anasidgge groups
of items classified as he-for-sale - - -

2016

Credit entitie - - -
Public administratior - - -
Other financial institutions and individual entrepeurs (financial
business activity - - -
Other non-financial institutions and individual exgireneurs (non-
financial bisiness activity 6 8,51« -
Of which: financing for construction and property
development (including lan - - -
Rest of househol - - -
Total 6 8,51¢ R

Additional information
Financing classified as non-current assets anasigpe groups
of items classified as he-for-sale - - -
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Normal
With collateral

Maximum amount of
collateral that may be
considered (thousands of

Without collateral euros)
Gross Gross
carrying carrying Cumulative
amount amount impairment

Number of (thousands Number of (thousands Property Rest of  (thousands
operations of euros) operations of euros) collateral  collateral  of euros)

2017

Credit entitie - - - - - - -
Public administratior - - - - - - -
Other financial institutions and
individual entrepreneurs (financial
business activity - - - - - - -
Other non-financial institutions and
individual entrepreneurs (non-
financial business activit 5 2,81 - - - - -
Of which: financing for
construction and property
development (irluding land - - - - - - -
Rest of househol - - - - - - -
Total 5 2,81: - - - R R

Additional information
Financing classified as non-current
assets and disposable groups of
items classified as he-for-sale - - - - - - -

2016

Credit entitie - - - - - - -
Public administratior - - - - - - -
Other financial institutions and
individual entrepreneurs (financial
business activity - - - - - - -
Other non-financial institutions and
individual entrepreneurs (non-
financial business activit 5 4,26¢ - - - - -
Of which: financing for
construction and property
development (including lan - - - - - - -
Rest of househols - -
Total 5 4,26¢ - - - - -

Additional information
Financing classified as non-current
assets and disposable groups of
items classified as he-for-sale - - - - - - -
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Under special monitoring
With collateral

Maximum amount of
collateral that may be
considered (thousands of

Without collateral euros)
Gross Gross
carrying carrying Cumulative
amount amount impairment
Number of (thousands Number of (thousands Property Rest of  (thousands

operations of euros) operations of euros) collateral  collateral  of euros)

2017

Creditentities - - - - - - -
Public administratior - - - - - - R
Other financial institutions and
individual entrepreneurs (financial
business activity - - - - - - R
Other non-financial institutions and
individual entrepreneurs (non-
financial business acity) 3 6,00t - - - - -
Of which: financing for
construction and property
development (including lan - - - - - - -
Rest of househol - - - - - - -
Total 3 6,00t - - - - R

Additional information
Financing classified as non-current
assets and disposable groups of
items classified as he-for-sale - - - - - - -

2016

Credit entitie - - - - - - -
Public administratior - - - - - - -
Other financial institutions and
individual entrepreneurs (financial
business activity - - - - - - -
Other non-financial institutions and
individual entrepreneurs (non-
financial business activit 1 4,24¢ - - - - -
Of which: financing for
construction and property
development (including lan - - - - - - -
Rest of houehold: - - - - - - -
Total 1 4,24¢ - - - R R

Additional information
Financing classified as non-current
assets and disposable groups of
items classified as he-for-sale - - - - - - -
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2017

Credit entitie
Public administratior
Other financial institutions and
individual entrepreneurs (financial
busness activity
Other non-financial institutions and
individual entrepreneurs (non-
financial business activit
Of which: financing for
construction and property
development (including lan
Rest of househaos
Total

Additional information

Financing classified as non-current
assets and disposable groups of
items classified as he-for-sale

2016

Credit entitie
Public administratior
Other financial institutions and
individual entrepreneurs (financial
business activity
Other non-financial institutions and
individual entrepreneurs (non-
financial business activit
Of which: financing for
construction and property
development (including lan
Rest of househols
Total

Additional information

Financing classified as non-current
assets and disposable groups of
items classified as he-for-sale

Doubtful assets

With collateral

Maximum amount of

collateral that may be  Cumulative

considered (thousands of impairment
Without collateral euros) or loss in
Gross Gross fair value

carrying carrying due to credit

amount amount risk

Number of (thousands Number of (thousands Property Rest of  (thousands
operations of euros) operations of euros) collateral  collateral  of euros)
5 8,32( - - - - -

5 8,32( - - - - -
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Below are breakdowns as at 31 December 2017 angl @he amount of operations which,
subsequent to refinancing or restructuring, weasssfied as doubtful in the year:

Full property mortgage Rest of collateral Without collateral
Gross Gross Gross
amount amount amount

No. of (thousands  No. of (thousands  No. of (thousands
operations of euros) operations of euros) operations of euros)

2017

Credit entitie - - - - - -
Public administratior - - - - - -
Other financial institutions and individual
entrepreneurs (financial business acti - - - - - -
Other non-financial institutions and individual
entrepreneurs (n-financial business activit - - - - - _
Of which: financing for construction and
property development (including lai - - - - - -

Rest of househol - - - - - -

Total - - - - - -

2016

Credit entitie - - - - - -
Public administratior - - - - - -
Other financial institutions and individual
entrepreneurs (financial business acti - - - - - -
Other non-financial institutions and individual
entrepreneurs (n-financial business activit - - - - - -
Of which: financing for construction and
property development (cluding land - - - - - -

Rest of househol - - - - - _

Total - - - - - -
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b) Market risk

This risk includes those resulting from potentidverse variations in interest rates on assets
and liabilities, exchange rates of the currenaiewhich the financial assets and liabilities or
off-balance amounts, and market prices of the ntabke financial instruments.

Except in accordance with Note 8, on 31 Decemb#&7 2id 2016 there are no material equity
instruments, or financial instruments traded invacmarkets that have become relatively
illiquid.

b.1) Interest rate risk

This risk refers to the potential impact of changethe general level of interest rates on the
income statement (flows generating income and esggror on the value of equity. The cause
are the discrepancies between the dates of matunigpricing of financial assets and liabilities
triggering a different response to fluctuationgniterest rates.

Except for debt securities included under "Heldvtaturity investments"” heading, the rest of
financial instruments at fixed interest rates geltgrhave maturities of less than one year.
Financial instruments at floating rates have rateewal periods of less than 12 months.
Accordingly, the Bank estimates that, except fer ltleading "Held-to-maturity investments”,
it has no material exposure to this kind of risk.

Average rates on balances at close of 2017 and 2@l#&s follows:

2017 2016

Thousands Average Thousands Average
Assets of euros interest rate  of euros interest rate
Cash in hand and at central banks and other dedepubit 141,54 125,741
- for letter of credit operations us 35,507 0.05% 38,03° 0.05%
- othel 106,03¢ - 87,70: -
Loans and receivabl« credit entites 248,76t 2.79% 155,47( 3.26%
Loans and receivabl«- customer loar 144,51 2.71% 127,33l 2.95%
Held-to-maturity investmen 116,866 4.04% 101,175 4.56%
Total 651,697 509,715
Liabilities
Financial liabilities at amortised ct — central bank depos 12,50( - 5,50( -
Financial liabilities at amortised cc- credit entity deposi 494,454 0.11% 373,87 0.10%
Financial assets at amortised - customer depos 17,60° 0.15% 12,42 0.12%
Other financial liabilitie 57,019 - 54,125
Total 581,585 445,928

The Bank conducts mainly interest rate transactwith the euro and US dollar as the
reference currencies.

b.2) Foreign exchange risk

The table below sums up the Bank's exposure tagioexchange risk.

Thousands of euros
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2017 EUR UsD Other Total

Asset:
Cash in hand and at central banks and other dedepusbit 113,04: 23,80: 4,70z 141,54
Available-for-sale financial asse- equity instrumen 284 - - 284
Loans and receivable« credit entities 42,15¢ 206,61( - 248,76t
Loans and receivabl«- customer 84,23t 60,28( 4 144,51
Held-to-maturity investmen 99,987 16,87¢ - 116,86t
Investmv_ant in subsidiaries, jointly-controlled messes and associates — group 1,063 ) ) 1,063
companie
Tangible assel- Property, plant and equipm: 2,47¢ - - 2,47¢
Tax asset— Current tax asse 6 - - 6
Other asset- Rest of other asst 165 8 47 220
Total 343,416 307,579 4,753 655,748
Liabilities
Financial liabilities e amortised cos- central bank depos 12,50( - - 12,50(
Financial liabilities at amortised cc- credit entity deposi 199,72( 290,591 4,14: 494,45¢
Financial liabilities at amortised cc— customer depos 16,72¢ 882 - 17,607
Financial liabilities at amortised co- other financial liabilitie 40,84 16,17 - 57,01¢
Provisions— commitments and guarantees gra 54z - - 54z
Tax liabilities— Current tax liabilitie 381 - - 381
Other liabilitie 192 1 17 210
Total 270,904 307,652 4,160 582,718
Net foreign currency position in the balance s 72,511 (74) 593 73,030
Thousands of euros
2016 EUR UsbD Other Total
Asset:
Cash in hand and at central banks and other dedepubit 111,16- 12,60: 197E 125,741
Available-for-sale financial asse- equity instrumen 287 - - 287
Loans and receivabl« credit entitie 11,04: 143,37 1,051 155,47(
Loans and receivabl«- customer 65,76 61,56 5 127,33l
Held-to-maturity investmen 72,18¢ 28,98¢ - 101,17
Investment in subsidiaries, jointly-controlled messes and associates — group
companie 1,06: - - 1,06:
Tangible asset- Property, plant and equipm: 2,481 - - 2,481
Tax asset— Current tax asse 71C - - 71C
Other asset- Rest of othe asset 179 - - 179
Total 264,882 246,528 3,031 514,441
Liabilities
Financial liabilities at amortised cc- central bank depos 5,50( - - 5,50(
Financial liabilities at amortised cc- credit entity deposi 131,66: 239,97 2,23¢ 373,87
Financial liabilities at amortised cc— customer depos 11,76( 664 - 12,42«
Financial liabilities at amortised cc- other financial liabilitie 46,70 7,421 - 54,12¢
Provisions— commitments and guarantees gra 17¢ - - 17¢
Tax liebilities — Current tax liabilitie - - - -
Other liabilities 484 3 - 487
Total 196,281 248,065 2,239 446,585
Net foreign currency position in the balance s 68,603 (1,538) 791 67,856

The amount of translation differences recognisa@tiéincome statement in 2017 amounted to
724 thousand euros (2016: 53 thousand euros).
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c) Liquidity risk

This risk reflects the possibility that a creditignmay have difficulties in holding sufficient
liquid funds, or having access to them, at the erajost, to tackle its payment obligations at
all times. If the Bank has sufficient cash liness thisk is monitored daily by its Treasury
Committee.

Below is a breakdown of the financial instrumentgdsidual maturity terms at 31 December
2017 and 2016. The maturity dates considered irstoacting the attached table are the
expected maturity or cancellation dates obtainea fasiction of the Bank's past experience:

Thousands of euros

Up to 6 More Indeterminate
On one 1t03 3t06 months 1to5 than 5 unclassified

2017 demand month months months tolyear  years years maturity Total
Asset:

Cash in hand and at central banks

and other demand depo: 141,54¢ - - - - - - - 141,54¢
Available-for-sale financial asse 284 - - - - - - - 284
Loans and receivables - credit

entities 16 110,22: 40,29: 19,62: 65,03( 13,58! - - 248,76t
Loans and receivable customer 74 13,51¢ 20,54« 44,907 51,26¢ 12,83t 1,37: - 144,51¢
Held-to-maturity investmen - - - - - 24,025 92,841 - 116,866
Total 141,920 123,740 60,836 64,530 116,298 50,443 94,214 - 651,981
Liabilities

Financial liabilities at amortised

cost- central bank depos - - 12,50( - - - - - 12,50(
Financial liabilities at amortised

cost- credit entity deposi 221,94 78,53 154,21¢ 6,63¢ 32,33¢ 79z - 494,45¢
Financial liabilities at amortised

cost- customer depos 18,50: 4 26 262 1,47 41 - - 17,60°
Financial liabilities at amortised

cost- other financial liabilitie 57,019 - - - - - - - 57,019
Total 294,762 78,535 166,745 6,901 33,809 833 - - 581,585
Gap (152,842 45,20t (105,909 57,62¢ 82,48¢ 49,61( 94,21 - 70,39¢
Cumulative ga (152,842 (107,637 (213,546 (155,917 (73,428 (23,818 70,3% 70,39¢
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Thousands of euros

Up to More  Indeterminate
On one 1to3 3t06 6 months 1t05 than 5 unclassified

2016 demand month months months to 1 year years years maturity Total
Asset:

Cash in hand and at central banks

and other demand depo: 125,74( - - - - - - - 125,74(
Available-for-sale financial asse 287 - - - - - - - 287
Loans and receivables - credit

entities - 51,467 14,33: 33,82t 36,49: 19,35« - - 155,47(
Loans and receivable customer 19€ 267 15,6¢7 19,15¢ 23,72 53,62( 14,66¢ - 127,33(
Held-to-maturity investmen - - - - - 26,824 74,351 - 101,175
Total 124,223 51,734 30,030 52,984 60,214 99,798 89,019 - 510,002
Liabilities

Financial liabilities at amortised cost

- central bank depos - - - 5,50( - - - - 5,50(
Financial liabilities at amortised cost

- credit entity deposi 187,91: 19,43¢ 47,33¢ 1,742 117,45; - - - 373,87¢
Financial liabilities at amortised cost

— customer deposl 10,61( - 2¢ 262 116 1,407 - - 12,42«
Financial liabilities at amortised cost

- other financial liabilitie 54,125 - - - - - - - _ 54125
Total 252,646 19,436 47,365 7,505 117,569 1,407 - - 445928
Gap (128,323 32,29¢ (17,335 45,47¢ (57,355 98,39: 89,01¢ - 64,07«
Cumulative ga (128,323 (94,125 (111,460 (65,981 (123,336 (24,945 64,07 64,07+

The Bank has sufficient financing lines arrangethvBpanish banks. Moreover, it has the
unconditional support of its parent.

d) Operating and reputational risk

Operating risk is the probability of loss due tadequate or defective processes or problems
with personnel and internal systems or externahesve

Reputational risk can be defined as the possiboitydamage to the image, prestige or
reputation of an entity, as a result of the howdtlparties might perceive its actions.

These risks are in addition to the operations' eagnomic risks.

e) Fair value of financial instruments

The tables below present the fair value of the Bafikancial instruments at 31 December
2017 and 2016, broken down by class of financiaé@sand liabilities and in the following
levels:

= LEVEL 1: Financial instruments whose fair value wiaéermined based on their price
in active markets, with no modification on saidces.

= LEVEL 2: Financial instruments whose fair value veaimated based on the prices in
organised markets for similar instruments or bygsither measurement techniques in

which all the significant inputs are based on dlyeor indirectly observable market
data.
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= LEVEL 3: Instruments whose fair value was estimaisithg measurement techniques
in which one or more significant input is not basedobservable market data.

Pursuant to the provisions of the previous pardggagn input is considered to be significant
when it is important to determine fair value asheole.

Thousands of euros

Total Fair value hierarchy
2017 balance FairValue Levell Level 2 Level 3

Asset:
Cash in hand and at central banks and other

demand deposs 141,54t 141,54t - 79,08( 62,44«
Available-for-sale financial asse 284 284 - - 284
Loans and receivabl

Credit entitie 248,76t 248,76t - - 248,76t

Customer 144,49t 144,49¢ - - 144,49¢
Held-to-maturity investmen 116,865 119,951 - - 119,951
Total asse 651,760 654,956 - 79,080 575,941
Liabilities
Financial liabilities at amortised c

Central bank depos 12,50( 12,50( - 12,50( -

Credit entity deposi 494,45¢ 494,45¢ - - 494,45

Customeideposit 17,60° 17,601 - - 17,601

Other financial liabilitie 57,019 57,019 - - 57,019
Total liabilities 581,585 581,585 - 12,500 569,085
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Thousands of euros

Total Fair value hierarchy
2016 balance Fair Value Levell Level 2 Level 3

Asset:
Cash in hand and at central banks and other

demand depos| 125,741 125,74( - 87,70: 38,03’
Available-for-sale financial asse 287 287 - - 287
Loans and receivabl

Credit entitie 155,471 155,47( - - 155,47(

Customes 127,33( 127,33( - - 127,33(
Held-to-maturity investmen 101,175 99,424 - - 99,424
Total asse 510,002 508,251 - 87,703 420,548
Liabilities
Financial liabilities at amortised c

Central bank depos 5,50( 5,50( - 5,500 -

Credit entity deposi 373,87¢ 373,87¢ - - 373,87¢

Customer depos 12,42« 12,42« - - 12,42«

Other financial liabilitie 54,125 54,125 - - 54,125
Total liabilities 445,928 445,928 - 5,500 440,428

The general measurement criteria used by the Baektimate the fair value of its financial
instruments are:

If an active market lists prices and they havetllend are observable, these prices will be
used to obtain fair value.

For instruments with not very active markets @haut a market, initially their fair value is
determined in most cases based on acquisition Sassequently, if it is not possible to
reliably estimate based on the observation of tetransactions with the same or similar
instruments or recent transaction prices, or bgguai measurement model in which all the
variables stem solely from data observable in theket, fair value presented in the tables
above is equal to cost and presented as "Level 3".

In the specific case of financial assets clasdiis "Demand deposits at credit institutions"
and "Loans and receivables" and of financial litibs classified at amortised cost presented
in the above tables, given their interest ratesturtiees, counterparties, etc. the Bank's
Directors estimate that their carrying value (amsed cost) does not significantly differ
from their fair value, which is why their amortisedst is presented as their fair value.

In 2017 and 2016, no financial instruments weresiarred, and they are maintained between
levels 1, 2 and 3 at the end of said years.

6.2 CAPITAL MANAGEMENT

The Bank's strategic goals in relation to capitahagement are as follows:
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- To always comply with applicable regulations comagy minimum capital
consumption.

- Seek maximum efficiency in managing capital, sd,thbong with other risk and
return variables, capital consumption is consideaefundamental variable in
analysis associated with the Bank's investmens@etimaking.

To meet these goals, the Bank has a series obtamnagement policies and processes, whose
guiding principles are:

- The Bank's management monitors and controls l@felempliance with the Bank
of Spain's standards concerning capital, and atstems are in place to ensure
compliance with applicable regulations at all timesthis connection, there are
contingency plans to ensure compliance with théiegdge regulatory limits.

- In the Bank's strategic and commercial planningwel as in the analysis and
monitoring of the Bank's operations, a key faatodecision-making is their impact
on computable capital and the consumption-retwgk-ratio. In this regard, the
Bank has procedures to establish the parametdrsitist act as a guide in making
decisions concerning minimum capital consumpti@uirements.

Capital that computes as such for the purpose®lgéscy regulations applicable to credit
entities differs in certain aspects from the capiteluded in the Bank's financial statements,
since certain items are considered as such andsatbeé included in the financial statements
must be deducted.

On 26 June 2013, the European Parliament and thedd@pproved Regulation No. 575/2013

concerning the prudential requirements of creditties and investment firms (hereinatfter,

"(EU) Regulation No. 575/2013"), and Directive 2(R&EU related to the access to the
activity of credit institutions and the prudensabpervision of credit institutions and investment
firms (hereinafter, "Directive 2013/36/EU"), phasedrom 1 January 2014 to 1 January 2019
and implying the derogation of solvency regulatibiteerto in place.
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Regulation (EU) No. 575/2013 and Directive 201386kfegulate capital requirements in the
European Union and include the recommendationfosétin Basel Ill, specifically:

- Regulation (EU) No. 575/2013, directly applicablg the Member States, contains
prudential regulations that must be implementedclsdit entities and, among other
aspects, encompasses:

- The definition of computable items of capital, &dithing the requirements for
hybrid instruments to compute and limiting the comagion of minority accounting
interests.

- The definition of prudential filters and deductiooiscapital items at each capital
level. In this connection, note that the Regulatinooludes new deductions in
respect of Basel Il (net tax assets, pension fuetls) and modifies existing
deductions. However, application will be phasedver a period of 5 to 10 years.

- Minimum requirements are defined, with three capiéas: tier 1 ordinary capital
with a minimum ratio of 4.5%, tier 1 capital withm@nimum ratio of 6% and total
capital with a minimum required ratio of 8%.

- The requirement that financial entities calculatk\gerage ratio, defined as the
entity's tier 1 capital divided by total exposund adjusted by risk. Since 2015, the
ratio has been publicly disclosed and supervisave lscheduled the final definition
for 2017.

- Directive 2013/36/EU, which must be incorporatedMigmber States into their national
legislation in accordance with their criterion,asned mainly at coordinating national
stipulations concerning access to the activityreflit entities and investment firms, their
governance mechanisms and their supervisory framelrective 2013/36/EU, among
other aspects, includes additional capital requeres) of those established in Regulation
(EU) No. 575/2013 to be gradually phased in thro2@gh9 and non-compliance of which
implies limitations on discretionary distributiookresults, specifically:

- A capital conservation buffer and anti-cyclical fenf providing continuity to the
regulatory framework of Basel Il and for the puspaf mitigating the pro-cyclical
effects of financial regulations, including the ightion of maintaining a
conservation buffer of 2.5% of ordinary tier 1 ¢apicommon to all financial
entities and a specific anti-cyclical capital buffer each entity over ordinary tier |
capital.

- A buffer against systemic risks. On the one hamu, dlobally systemically
important financial institutions, and for many gmsically important financial
institutions, in order to mitigate systemic or doal macroprudential risks, in other
words, to cover risks of perturbance of the finahsystem with potential serious
negative consequences on said system and on thezosmmy of a Member State.

In addition, among the supervisory powers, Direxti®013/36/EU establishes that the
Competent Authority may require that credit engitie maintain capital above the minimum
requirements provided in said Directive.
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In relation to the Spanish regulatory frameworle trew legislation is aimed mainly at the
transposition from European rules to the local sphe

Royal Decree-Law 14/2013, of 29 November, concegrnirgent measures to adapt
Spanish law to European Union legislation conceytie supervision and solvency of
financial institutions: partially transposes to &itive 2013/36/EU to Spanish law and
empowers the Bank of Spain to use the optionsated to competent authorities in
Regulation (EU) No. 575/2013.

Bank of Spain Circular 2/2014, of 31 January, fadd institutions concerning the
exercising of various regulatory options containmedegulation (EU) No. 575/2013.
The idea is to establish, in accordance with thegee granted, which options, of the
ones Regulation (EU) No. 575/2013 attributes tortagonal competent authorities,
will have to be complied with as from 1 January£20¥ consolidable groups of credit
entities and credit entities integrated or not aoasolidable group, and to what extent.
Accordingly, in that Circular, the Bank of Spain kea use of some permanent
regulatory options provided in Regulation (EU) N@5/2013, generally in order to
permit continuity in the treatment afforded by Sgharrules to certain matters in respect
of the entry into force of EU rules, the justificat of which, in some cases, depends
on the business model traditionally implementedSpanish entities. This does not
preclude the future exercise of other options exges for competition authorities in
Regulation (EU) No. 575/2013, in many cases, mainlyhe case of non-general
options, by direct application of Regulation (EUp.N675/2013, with no need for
specific publication in a Bank of Spain Circular.

Law 10/2014 of 26 June on the ordering, supervisiod solvency of credit entities,
aimed mainly at continuing the process of transppsDirective 2013/36/EU
commenced by Royal Decree Law 14/2013, of 29 Nowdnd rewording certain
national provisions hitherto in place in relatienthe ordering and discipline of credit
institutions. Among the main new developmentstherfirst time the Bank of Spain is
expressly obliged to present, at least once a ge8upervisory Programme including
the content and form of future supervisory activagd the actions to be undertaken in
view of the results obtained. This programme witllude a stress test at least once a
year.

Bank of Spain Circular 2/2016, of 2 February. T@iscular completes the process to
transpose Directive 2013/36/EU into Spanish law antlines the regulatory options
for national competent authorities in addition mde set forth in Circular 2/2014.
Specifically, it includes the possibility, subjeatthe prior authorisation of the Bank of
Spain, of applying to certain exposures in respégbublic sector bodies the same
weighting as the public administrations on whickytidepend.

In addition, in 2016 the European Central Bank higld regulation (EU) 2016/445, of 14
March 2016, aimed at furthering the harmonisatibregulations applicable to entities under
its direct supervision (significant institutions)dcathe principle of a level playing field among
institutions. It entered into force on 1 Octoberl@0completing the options and power
exercised by national competent authorities
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On 23 December 2015, the Bank of Spain's Execu@immmittee, in application of article
68.2.a of Law 10/2014, agreed to require the Entitjhaintain a global ordinary tier 1 capital
ratio (CET1), at individual level, not lower thaf.2%, in accordance with the definition of
said ratio in Regulation (EU) No. 575/2013.

On 22 December 2016, in application of article G8.@f Law 10/2014, the Bank of Spain
agreed to require the Entity to maintain total SRtapital, as defined in EBA guideline
EBA/GL/2014/13, not lower than 12.26%.

In relation to minimum capital requirements, att3cember 2017 and 2016, the Bank applied
the following methods and considerations:

- In requirements for credit and counterparty riskutobn and incomplete operations:
standard method.

- In requirements for position, foreign exchange emehmodities risk: standard method.

— To calculate capital requirements linked to opamtisk, the basic indicator method was
used.

— At 31 December 2017 and 2016, the Bank had no exedse liquidity-delivery risk, risk
due to general fixed expenses, risk due to thesadgnt of credit valuation, risk associated
with large exposures in the trading portfolio dnetexposures to significant risks.

There follows a breakdown of the Bank's varioustehfevels at 31 December 2017 and 2016
and the requirements based on the provisions ofilgegn (EU) No. 575/2013 and Directive
2013/36/EU:

2017 2016

Thousand Thousand

s of euros % s of euros %
Ordinary tier | capitaf? 67,671 18.93 62,693 17.94
Tier | capital® 67,671 18.93 62,693 17.94
Tier 2 capital® - - - -
Total capital 67,671 18.93 62,693 17.94
Total capital requirements 43,817 12.26 42,844 a2.2

@ Includes shareholders' equity and reserves, lasiniys in which the Bank has a significant investin(the Bank does not have any
other items or deductions reducing its ordinary tieapital).

@ At 31 December 2017 and 2016, the Bank did noefegplicable items or deductions such as additiveral or tier Il capital.

7. CASH IN HAND AND AT CENTRAL BANKS AND OTHER DEMAND
DEPOSITS

The composition of the heading "Cash in hand arétral banks and other demand deposits”
in the accompanying balance sheet at 31 Decemlié&r&td 2016 is as follows:
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Thousands of euros

2017 2016
Casl 22 13
Cash balances in central ba 79,08( 79,79
Other demand deposits at credit institution
Letters of crediused (Note 15.. 35,50° 38,03:
Other demand deposits at credit institution 26,937 7,896
Total 141,546 125,740

(@) In 2017 and 2016, demand deposits in credit irngiitg were considered as a

component of Cash for the purposes of preparingtdtement of cash flows.

(b) The breakdown by remaining maturities of these iiems is provided in Note 6.c on

liquidity risk and average interest rates of returiNote 6.b.

Balances held at the Bank of Spain are computaioledmpliance with the minimum reserve

requirement, as provided in applicable legislation.

Letters of credit confirmed on export used havthas counterparties issuing credit institutions
and are recognised in the balance sheet as "Lo@hseaeivables”. The counterparty for these
items of assets are listed under "Other finandaddilities” in the balance sheet in the same

amount (see Note 15.4).
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8. AVAILABLE-FOR-SALE FINANCIAL ASSETS

The breakdown of this heading of the asset sidheobalance sheet is as follows:

Thousands ceuro:

2017 201¢
Equity instrument 284 287
Total 284 287

Equity instruments refer to shares in Grupo Isaliorsan, S.A. and Abengoa, S.A. These

shares were acquired in the financial restructupirtgesses of these companies by converting
debt instruments into equity instruments.

Shares in Grupo Isolux Corsan, S.A. are recognadtieir acquisition cost (287 thousand
euros), less estimated impairment (89 thousandsgwsimce the Bank does not have sufficient
information to measure their fair value.

Shares in Abengoa, S.A., since they are listediem@gnised at fair value, with an impairment
of 113 thousand euros, and an initial acquisitiost of 199 thousand euros.

9. LOANS AND RECEIVABLES

The breakdown of this heading of the asset sidbeobalance sheet is as follows:

Thousands of eur

2017 201¢
Credit entity deposi 248,76t 155,471
Loans and receivable- customer 144,51¢ 127,33(
Total 393,285 282,800

9.1. Credit entity deposits

The breakdown of this balance sheet heading isls/f:

Thousands of eur:

2017 201¢
Term accouni 248,13: 155,18
Valuation adjustmen
Valuation corrections for asset impairrr (339 (324
Interest accrue 1,113 65¢
Fee: (145, (48)
Total 248,766 155,470
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The breakdown by remaining maturities of this litegn is provided in Note 6.c on liquidity
risk and average interest rates of return in Ndbe 6

9.2 Loans and receivables - customers

There follows a breakdown of this balance sheetlinga by the modality and status of the
loan, as well as the counterparty's sector andasteate modality:

Thousands of eur

2017 201¢

By loan modality and stat:

Trading portfolic 103,08: 31,65(

Other term receivabl 40,61: 93567

Demand receivables and vari 2 2

Other financial asse - 48

Doubtful asset 5,32 8,95¢

Valuation adjustmen (4,501 (6,888
Total 144,519 127,330
By sector

Other resident sectc 38,20( 39,72¢

Non-resident public adminirations 41,93( 25,83(

Other nor-resident secto 64,38¢ 61,77:
Total 144,519 127,330
By interest rate modali:

Fixed ratt 69,54¢ 46,12¢

Floating rat 74,97( 81,20:
Total 144,519 127,330

The breakdown by remaining maturities of this litegn is provided in Note 6.c on liquidity
risk and average interest rates of return in Ndbe 6

At 31 December 2017 there were loans and receisafstan customers in relation to
guarantees, for financing received from the Bangmdin (Note 15.1), in the amount of 11,500
thousand euros (2016: 9,000 thousand euros).

The breakdown of valuation adjustments on operatadassified as "Loans and receivables —
customers" is as follows:

Thousands of eur

2017 201¢
Valuation adjustment
Valuaion corrections for asset impairm (5,126 (7,236
Interest accrue 807 62(
Fee! (182 (272
Total (4,501 (6,888
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9.3 Impairment losses

The details of impairment losses accounted forOh72and 2016 for assets under "Loans and
receivables” are as follows:

Thousands of euros

Country
2017 Specific  Generic  risk® Total
Balance at 31 December 2( 6,38¢ 44k 727 7,56(
Provisions charged to prc
Determined individuall 3,24¢ - 481 3,72¢
Determined collectiely - 527 - 527
Recovery of provisions charged to pr - (307 (336, (643
Usage (5,709 - (5,709
Other movements - - -
Balance at 31 December 2017 3,927 665 872 5,464
Of which:
Depending on how it is determin
Determined individuall 3,927 - 872 4,79¢
Determined collectivel - 66% - 66E
Depending on the geographic area of the risk'sitmT
Spair 3,927 13z - 4,05¢
Other - 53¢ 872 1,40¢
Depending on the nature of the asset cov
Loans and receivable- customer 3,927 32¢ 871 5,12¢
Foreign credit entitie - 33¢ 1 34C
Thousands of euros
Country
2016 Specific ~ Generic  risk® Total
Balance at 31 December 2( 2,13¢ - 37¢ 2,51¢
Provisions charged to prc
Determined individuall 4,107 - 37¢ 4,48¢
Determined collectivel - 51¢ - 51¢
Recovery of provisions charged to pr - (74) (31) (105
Usage (92) - (92)
Other movemen 237 - 237
Balance at 31 December 2( 6,38¢ 44¢F 727 7,56(
Of which:
Depending on how it is determin
Determined individuall 6,38¢ - 727 7,11¢
Determined collectivel - 44F - 44E
Depending on the geographic area of the risk'sitmT
Spair 6,38¢ 37¢ - 6,767
Other - 324 727 1,051
Depending on the nature of the asset cov
Loans and receivabl¢ customer 6,38¢ 121 47¢ 6,98t
Foreign credit entitie - 324 251 57¢

) Includes provisions for country risk in relationlé@ns and receivables and guarantees granteedd orstitutions and
customers.

-57-



In the above tables, the usage of funds corresptintise derecognition of doubtful loans
considered unrecoverable.

At 31 December 2017, the Bank had classified omeraittotalling 5,232 thousand euros as
doubtful assets (2016: 8.955 thousand euros), brdke/n as follows:

Thousands of euros

Payment Upto 6 6t09 9to0 12 More than
2017 current months months months 12 months Total
By geographic aree
- Spair - - - - 5,32( 5,32(
- Other - - - - 3 3
Total - - - - 5,323 5,323
By class of counterpart
- Public administratior - - - - - -
- Other resident sectc - - - - 5,32( 5,32(
- Other nor-resident secto - - - - 3 3
Total - - - - 5,323 5,323
By class of counterpart
- Commercial cred - - - - 49¢ 49¢
- Loans and credi - - - - 4,821 4,821
- Other asse - - - - 3 3
Total - - - - 5,323 5,323

Thousands of euros

Payment Upto 6 6t09 9to0 12 More than
2016 current months months months 12 months Total
By geographic aree
- Spair - - - - 8,95¢ 8,95¢
- Other - - - - - -
Tota‘ - - - - 8,955 8,955

By class of counterpart
- Public administratior - - - - - -
- Other resident sectc - - - - 8,95¢ 8,95¢

- Other norresident secto - - - - - )

Total - - - - 8,955 8,955
By class of counterpart

- Commercial cred - - - - T7¢ T7¢
- Loans and credi - - - - 8,177 8,177
- Other asse - - - - - -
Tota‘ - - - - 8,955 8,955
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At 31 December 2016, doubtful assets included anga& of 7,992 thousand euros with
Abengoa, S.A., a company which on 25 November Z@i#Sented to the Seville Mercantile
Court the notification envisaged in article 5.bishee Bankruptcy Law. At 31 December 2016,
the Bank had allocated a provision of 5,019 thodsauros to cover possible losses.

On 17 March 2017, Abengoa, S.A. signed an agreetoergstructure its debt, implying for
existing creditors (including the Bank) the opttorcapitalise 70% of their loans and refinance
the remaining amount through new debt instrume@tmsequently, pre-existing debt was
derecognised from the balance sheet and the newndial assets received were recognised,
consisting of 2,484 thousand euros of debt instnismand 199 thousand euros of equity
instruments.

At 31 December 2017, the Bank had identified that destruments of Abengoa, S.A as being
under special monitoring, and with a generic priovi©f 65 thousand euros.

At 31 December 2017, the Bank had recognised thé@yemstruments of Abengoa, S.A. at
fair value in the amount of 86 thousand eurfisy @&cognising an impairment therein of 113
thousand euros (see Note 8).

At the end of 2016, the Bank took part in the aebtructuring process of Grupo Isolux Corsan,
S.A. As a result of that process, the Bank took pathe debt conversion process, which
implied derecognising pre-existing debt, and recsigg the new financial assets received,
consisting of debt instruments totalling 4,245 wend euros and equity instruments totalling
287 thousand euros (see Note 8). At 31 Decembes, 20& Bank had identified the debt
instruments as being under special monitoring, ampfovision of 842 thousand euros was
allocated.

At 31 December 2017, a total of 4,264 thousand<iuralebt instruments and 197 thousand
euros in equity instruments of Grupo Isolux Corgeés recognised.

At 31 December 2017, the Bank had identified tltkd# instruments of Grupo Isolux Corsan,
S.A. as being doubtful, and a provision of 3,41dugand euros was allocated.

At 31 December 2017, the Bank had recognised thigyagstruments of Grupo Isolux Corsan,

S.A. in the amount of 197 thousand euros, a#teognising an impairment therein of 89
thousand euros (see Note 8).
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The breakdown of the heading "Impairment or revesampairment of financial assets not

measured at fair value through profit and loss arlsoand receivables" in the income statement
at 31 December 2017 and 2016 is as follows:

Thousands of euros

2017 2016
Recovery (allocation) in the ye (3,949 (4,900
Recovery of written off asse - 52
Total (3,949) (4,848)

The movement of impaired financial assets dereseghin 2017 and 2016 was as follows:

Thousands of eur

2017 201¢
Opening balanc 94( 4,842
Recognitions charged to corrections for asset impert: 384 -
Recovery in cash of uncollected products passe - (52)
Derecognition of wrien off asse (940; (3,850
Closing balanc 384 94(C

At 31 December 2017 and 2016 there are no matetitdtanding amounts passed due
classified as normal risk or risk under special itwoimg.
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10. HELD-TO-MATURITY INVESTMENTS

The heading "Held-to-maturity investments" corress to listed debt securities, broken
down, by the counterparty sector an interest raidatity, as follows:

Thousands of eur

2017 201¢

By secto

Spanish public administratio- Regiona 26,30« 4,30¢

Nor-resdent credit entitie 16,87¢ 19,42

Other resident sectc 19,27( 12,57(

Non-resident public administratio 50,38¢ 60,72:

Other norresident secto 3,07: 3,06¢

Doubtful asse: 3,00( 3,171

Valuation corrections for asset impairmr (2,045 (2,088
Total 116,86t 101,17!
By interest rate modali

Fixed rat 116,86t 101,17!

Floating rat: . -
Total 116,86t 101,17!

The breakdown by remaining maturities of this litggn is provided in Note 6.c on liquidity
risk and average interest rates of return in Ndbe 6

In 2017, the Bank made two divestments includedeuntield-to-maturity investments”,
which were recognised, on the one hand, in a &mtedunt of 9,655 thousand euros, generating
a profit of 294 thousand euros and, on the othedhiam an amount of 3,146 thousand euros,
generating a loss of 3 thousand euros, recognisdigei income statement for the year. The
divestments were made because of early redemptpothéd issuer in one case and for
exceptional reasons in the other case.

In 2016, the Bank made two divestments includedeuntield-to-maturity investments”,
which were recognised in a total amount of 5,188u8and euros, generating a loss of 32
thousand euros, recognised in the income statefoetite year. The divestments were made
because of early redemption by the issuer in ose aad because of a deterioration in credit
risk in the other case.

At 31 December 2017, there were "Held-to-matuniyeistments” in relation to guarantees, for
financing received from the Bank of Spain (Notel)An the amount of 83,716 thousand euros
(2016: 23,822 thousand euros).

At 31 December 2017 and 2016, the Bank did not laayeassets classified under "Held-to-
maturity investments" with any amounts past due.
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The movements in 2017 and 2016 for impairments wiiite heading were as follows:

Thousands of euros

Specific Generic Total

Balance at 31 December 2( 2,00( 88 2,08¢
Provisions charged to prc

Determined individuall 17¢ - 17¢

Determineccollectively - 21 21
Recovery of provisions charged to pr - (64) (64)
Usage (176) - (176)
Balance at 31 December 2017 2,000 45 2,045

Thousands of euros

Specific Generic Total

Balance at 31 December 2( - - -
Provisions charge to profit

Determined individuall 2,00¢ - 2,00¢

Determined collectivel - 88 88
Recovery of provisions charged to pr - - -
Usage - - -
Balance at 31 December 2016 2,000 88 2,088

11. NON-CURRENT ASSETS AND DISPOSABLE GROUPS OF ITEMS
CLASSIFIED AS HELD-FOR-SALE

The breakdown of this balance sheet heading islEs/f:

Thousands of eur

2017 201¢
Nor-current assets for s
Cos - 10C
Impairment losse - (100,

Total _ N

In 2013, the Bank was adjudicated an asset in patyofea debt classified as doubtful, in the
amount of 100 thousand euros, to which it had atkat a provision in the same amount. The
criteria for the accounting of foreclosed assetagkided in Note 3.m.

On 26 May 2016, said property was sold, and thecfosure was derecognised.
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12. INVESTMENT IN SUBSIDIARIES, JOINTLY-CONTROLLED BUSI NESSES
AND ASSOCIATES
The breakdown of this balance sheet heading islEs/f:

Thousands of eur
2017 201¢

Holdings in associat
Cos 1,06: 1,06:
Impairment losse - -

Total 1,06: 1,06:

On 10 April 2012, the Bank incorporated the comp@iMCE Euroservices, S.A.", as its sole
shareholder. On 12 September 2014, it agreed tease the company's capital by 3,768
thousand euros, bringing the total share capitdl831 thousand euros. Said capital increase
was fully subscribed and paid in by the parent, gnedBank's holding in the company was
established at 22%. The investee is not listednin siock exchange and its key data at 31
December 2017 are as follows.

Registered nam BMCE Euroservices, S..

Registered addre: C/ Alcala, 21 (Madric

Activity: Provision of payment servic

Share capita 4,831 thousand euros (2016: 4,831 thousand e
Reserve: 255 thousand euros (2016: :thousand euros

Prior years’ losse (137) thousand eur

Profit for the year before te 191 thousand euros (2016: (115) thousand €

Company audito Financial Statements not audited/Bové Montero ychstns

In 2017, no dividends were received from the ineef2016: no dividends were received).

In 2017, no impairment losses were recognised (imA816 either).
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13. TANGIBLE ASSETS

The movement that has occurred in the balanceseofangible assets accounts in 2017 and
2016 and the related accumulated depreciation heafotlowing:

Thousands of eur

Furniture Data

facilities and processing
2017 Buildings other equipment Total
Cos
Balance at 1 January 2( 2,675 1,256 426 4,357
Additions - 70 3 73
Disposals - - - -
Balance at 31 December 2( 2,675 1,326 429 4,430
Accumulated depreciatir
Balance at 01 January 2( (392) (1,074) (404) (1,870)
Provision: (14) (59) (9) (82)
Derecognitions and otf - - - -
Depreciation at1 December 20! (406; (1,133 (413, (1,952
Net balance at 31 December 2 2,26¢ 19¢ 1€ 2,47¢

Thousands of eur

Furniture Data

facilities and processing
2016 Buildings other equipment Total
Cos
Balance at 01 Janua201¢ 2,67¢ 1,13¢ 411 4,222
Additions - 120 15 13t
Disposals - - - -
Balance at 31 December 2( 2,675 1,256 426 4,357
Accumulated depreciatit
Balance at 01 January 2( (378) (1,030) (397) (1,805)
Provision: (14) (44) 7) (65)
Derecognitions and otf - - - -
Depreciation at 31 December 2! (392 (1,074 (404, (1,870
Net balance at 31 December 2 2,28t 182 22 2,481

At 31 December 2017 and 2016, buildings included kalued at 1,915 thousand euros.

At 31 December 2017, fully-depreciated assets ameolto 1,408 thousand euros (2016: 1,396
thousand euros).

The building, owned by the Bank, is covered by iaaae policies that have implied an expense
for the Bank of 5 thousand euros in 2017 (2016iot$and euros).
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14. OTHER ASSETS AND LIABILITIES

The breakdown of these heading of the accomparhyatence sheet for 2017 and 2016 is as
follows:

Thousands of euros
Assets Liabilities
2017 2016 2017 2016

Accruals 16€ 17¢ 21C 487
Other item 54 1 - -
Total 220 179 210 487

15. LIABILITIES AT AMORTISED COST

The breakdown of this heading of the liabilitiedesof the balance sheet is as follows:

Thousands of euros

2017 2016
Central bank depos 12,50( 5,50(
Credit entity deposi 494,45¢ 373,87¢
Customer depos 17,601 12,42¢
Other financial liabilitie 57,019 54,125
Total 581,585 445,928

In 2017 and 2016, the Bank had no outstanding ssefieovered bonds, bonds or mortgage
holdings.
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15.1 Central bank deposits
The breakdown of this heading of the liabilitiedesof the balance sheet is as follows:

Thousands of euros

2017 2016
Bank of Spai 12,50( 5,50(
Valuation adjustmen
Interest accrue - -
Total 12,500 5,500

The breakdown by remaining maturities of this liteen is provided in Note 6.c on liquidity
risk and average interest rates of return in Ndbe 6

At 31 December 2017, there were securities recedrusider "Held-to-maturity investments”
amounting to 83,716 thousand euros (2016: 23,822sdmd euros), and two credit investment
transactions amounting to 11,500 thousand eurds6(Z8000 thousand euros), in relation to
guarantees on the financing received from the Bdr8pain.

15.2 Credit entity deposits

The breakdown of this heading of the liabilitiedesbf the balance sheet, by instrument type,
is as follows:

Thousands of euros

2017 2016
Term account 272,36: 185,31
Other accoun 221,94: 187,39:
Valuation adjustmen
Interest accrue

Resident entitie 5 -

Non-resdent entitie 151 1,175
Total 494,459 373,879

The breakdown by remaining maturities of this litgen is provided in Note 6.c on liquidity
risk and average interest rates of return in Ndbe 6
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15.3 Customer deposits

The breakdown of this heading of the accompanyaigrite sheet, based on counterparty and

type of financial liability, is as follows:

Thousands of euros

2017 2016
Other resident sectc
Demand deposi
Current accoun 14,24( 9,00¢
Term deposi 1,80¢ 1,81«
Valuaion adjustmen
Interest accrue -
Other norresident secto
Demand deposi
Current accoun 1,560 1,604
Total 17,607 12,424

The breakdown by remaining maturities of this litgen is provided in Note 6.c on liquidity

risk and average interest rates of return in Ndbe 6

15.4 Other financial liabilities

The breakdown of other financial liabilities by &pf financial instrument is as follows:

Thousands of euros

2017 2016
Use of letters of credit (see Note 35,50° 38,03’
Tax withholding accoun 271 25E
Payment orders pending applica 21,11 15,58:
Clearing house - -
Othe 122 252
Total 57,019 54,125

The heading "Payment orders pending applicatiocitides mainly funds pending payment to
customers who do not have an accounts opened Batile and settled in the first few days of

the following financial year.

The breakdown by remaining maturities of this litgen is provided in Note 6.c on liquidity

risk and average interest rates of return in Ndbe 6
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16. PROVISIONS

This heading includes the amount of provisionsrayea to cover contingent risks, understood
as those operations in which the Entity guarantdggations on behalf of a third party,
emerging as a result of financial guarantees ardifpes of contract awarded, and contingent
commitments, understood as irrevocable commitntbatsmay give rise to the recognition of
financial assets.

The breakdown and movement under this headingedb#tance sheet in 2017 and 2016 is as
follows:

Thousands of euros

Specific Generic Total
Balance at 31 December 2015 99 - 99
Provisions charged to prc
Determined individuall - 18¢€ 18¢€
Determined collectivel - (16) (16)
Recovered funds (99) - (99)
Balance at 31 December 2016 - 170 170
Provisions charged to prc
Determined individuall 48C 67 547
Determined collectivel - - -
Recovered funds - (175) (175)
Balance at 31 December 2017 480 62 542

17. SHAREHOLDERS' EQUITY

At 31 December 2017, share capital amounted to3%0{6ousand euros (2016: 40,635
thousand euros), fully subscribed and paid in, an81 December 2017 and 2016 it was
represented by 666,149 nominative shares, eachawgtr value of 61 euros. On 5 September
2016, a deed was signed raising the entity's dapigged on the agreements reached at the
Universal Shareholders' Meeting of 18 April 2016ncrease capital by 15,000,037.41 euros,
by raising the par value of the shares and issnéwg shares, bring share capital to a total of
40,635.089.00 euros, represented by 666,149 sheaes with a par value of 61.00 euros.

The Bank's shares are not listed and all haveahw sharacteristics and afford their holders
the same rights.

On 26 March 2008, the Bank formalised and regidtésestatus as a sole shareholder public
limited company.

On 29 October 2014 the deed of agreement was sigheckby BMCE BANK OF AFRICA
assigns with a full title guarantee all shares bfcl the Bank's share capital is comprised to
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BMCE International Holdings PLC, a company with istgred headquarters in London
(United Kingdom), a company that also belongs ghrent's group and which became the
Bank's sole shareholder. This change of sole shatehwas registered in the Companies

Register on 7 July 2015.

The Bank's ownership structure and percentage lsbidiegs at 31 December 2017 and 2016
are as follows

%

2017 2016
BMCE International Holdings PL® 100.00 100.00
100.00 100.00

Total
) Company belonging to the BMCE BANK OF AFRICA group

At 31 December 2017 and 2016, the Bank had noteshiato any agreements with its sole
shareholder.

The breakdown by item of the balance of reserves i®llows:

Thousands of euros

2017 2016
Legal reserv 3,98¢ 3,57¢
Voluntary reerve 19,850 16,345
23,838 19,923

Total

In accordance with the Restated Text of Spain's izones Act, Spanish entities obtaining

profits in a financial year must allocate 10% of piofit in the year to the legal reserve. These
allocations must continue until the reserve amotm0% of share capital. The legal reserve
can be used to increase share capital providedhbabalance left on the reserve is at least

equal to 10% of the capital after the increase.

-69-



18. GUARANTEES GRANTED

The breakdown of "Guarantees granted" at year-8dd and 2016 is provided below:

Thousands of euros

2017 2016
Guarantees grant
Sureties 14,72: 34,93(
Irrevocable letters of cre:
Irrevocable issue - 761
Irrevocable confirme 60,893 35,593
Total 75,615 71,284

A significant portion of these amounts will matuvigh no payment obligation for the Entity,
so the overall balance of these commitments cammaobnsidered as a real future financing or
liquidity requirement to be granted to third pastley the Entity.

Income obtained from guarantees is recognised Ux@tenmissions and fees received" in the

income statement and calculated using the ratblestad in the contract to which they relate
over the nominal amount of the guarantee.

19. TAXATION

Details of tax assets and liabilities at 31 Decan®®d 7 and 2016 are as follows:

Thousands of euros
2017 2016
Assets Liabilities Assets Liabilities

Curren 6 381 71C -
Deferrec - - - -
Total 6 381 710 -
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The movement under current and deferred tax assetdiabilities in 2017 and 2016 is as
follows:

Thousands of euros
2017 2016
Tax assets Tax liabilities Tax assets Tax liabilities
Current Deferred  Current Deferred  Current Deferred Current Deferred

Openin¢balanc 71C - - - - - 52z -
Additions 1,997 - 381 - 2,71 - - -
Disposal (2,701 - - - (2,003 - (522 -
Othel - - - . - - . .
Closing balanc 6 - 381 - 710 - - -

The reconciliation between profit in the year ahd taxable bases for 2017 and 2016 is as
follows:

Thousands of euros

2017 2016
Profit in the year, before the Income Tax provi: 7,59: 6,111
Increases (decreases) due to permanent differe 351 71¢
Adjusted accounting profit/(los 7,944 6,82¢
Increases (decreases) due to temporary differénmgrged to profit and lo: - -
Taxable incom 7,944 6,829

Thousands of euros
2017 2016

Tax Impuesto Tax Tax
payable Pagar payable payable

Rate (30%

Over the adjusted accounting profit/(lo 2,38: - 2,04¢ -

Over the taxable ba - 2,38:¢ - 2,04¢
Deduction (5) (5) (33) (33)
Payments on account and withholdi - (1,997) - (2,713)
Subtota 2,37¢ 381 2,01¢ (697,
Adjustment in Income Tax fronhe previous yei (149 - (60) -
Othe 5 - 55 (13)
Expense / Tax (receivable) paye 2,234 381 2,011 (710)
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The Bank has the last four years open to inspediiae to the different possible interpretations
of the tax regulations applicable to operationsdcmted by the Bank, in years pending
inspection certain contingent tax liabilities mayise that cannot be objectively quantified.
However, it is the view of the Bank's directors aaxl consultants that the likelihood of these
contingent liabilities arising in future inspect®is remote and, in any event, any tax liability
that may arise as a result would not materiallg@tfthe annual financial statements.

20. INCOME STATEMENT

a) Interestincome and interest expense.
The breakdown of this heading in the accompanyiegme statement is as follows:

Thousands of euros

2017 2016
Interest incom
Central bank depos - -
Credit entity deposi 4,30¢ 4,64¢
Loans and receivable customer 4,82¢ 4,33¢
Debt securitie 2,997 2,712

12,131 11,692

Interest expen:

Central bank depos (81) a7

Credit entity deposi (2,639 (2,122

Customer depos (133) (29)
Total

(2,853 (2,158

b) Income and expense from fees and commissions.

The headings "Income from fees and commissions” &agpenses from fees and
commissions” of the accompanying income statemeostsde the amount of all fees in the

Bank's favour or paid or payable by the Bank aatnnethe year, except those that are an
integral part of the effective interest rate official instruments.
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The breakdown by the products generating the incomexpense from fees in 2017 and 2016
is as follows:

Thousands of eur

2017 201¢

Income from fee

For contingent risk 3,03¢ 2,83¢

For coningent commitmen 762 971

For collection and payment servi 2,28¢ 4,40z

Other fee 17 31
Total 6,09¢ 8,25(
Expenses from fees and commiss

Brokerage in asset and liability transact (41) (21)

Fees assigned to other entitand corresponder (87) (163

Fees paid for transactions with secur (6) (5)
Total (134 (189

c) Personnel expenses
The breakdown of this heading in the accompanyiegme statement is as follows:

Thousands of euros

2017 2016
Wages and bonuses to active perso 2,81 2,69(
Social Security contributiol 38¢ 392
Contributions to defined benefit schemes (Note 95 97
Training expenst 4 5
Other personnel expens 102 46
Total 3,404 3,230
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The Bank's average number of employees, and thédeuai employees at year-end broken
down by professional category and gender, is dgvist

No. of employees

2017 2016
Average Headcount at year Average Headcount at year
headcount end headcount end
in the in the
year Men Women year Men Women
Senior Manageme 1 1 - 1 1 -
Director 5 4 1 5 4 1
Technical- departmer 12 9 3 14 10 4
Admin - technical without departme 22 8 14 22 7 15
General service 1 1 - 1 1 -
Total 41 23 18 43 23 20

In 2017 and 2016, the Bank did not have employatts38% or more disability.

d) Other admin expenses

The breakdown of this heading in the accompanyiegme statement is as follows:

Thousands of euros

2017 2016

Buildings, facilities and materi 334 19¢
IT 547 56¢
Communication: 271 27:
Advertising and publicit 4 2€
Legal and attorney fe 48 5C
Technical repor 182 162
Supervision services and transfer of fL 4 3
Insurance and at-insurance premiun 29: 343
Governing and controlling bodi - -
Representation and personnel travel expe 241 24k
Fees for membership of associati 172 13¢
Contributions and tax

On buildingt 14 14

Othe 32 33
Other expenst 26 6
Total 2,168 2,057

e) Gains or losses on financial assets and liedslineasured at fair value through profit and
loss, net
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Thousands of euros

2017 2016
Results of credit investmel 164 (61)
Results of investments to matu 291 (32)
Othel 681 -

Results from credit investments relate to the elle buildings foreclosed in the Abonos y
Cereales Gavilan operation, recognised in the balaheet for 99 thousand euros, generating
a profit of 200 thousand euros, as well as to geevery of 20 thousand euros from a written
off transaction in the name of Dytras, S.A., anth®sale of a transaction with Banque Misr,
S.A.E., generating a loss of 56 thousand euros.

The results of investments to maturity relate ghle of the transaction with the Kingdom of
Morocco, which generated a profit of 294 thousamdg, and the sale due to early cancellation
by the customer of a transaction with Grupo Antalienerating a loss of 3 thousand euros.

The amount of "Other" relates to the agreement éetwPescanova and BMCE BANK
INTERNATIONAL, instrumented in a contract for thevedstment of Mortgaged Property
Assets dated 4 July 2017, and the resulting moetgamcellation deed, dated 27 December
2017.
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21. RELATED PARTIES

Group entities

The Entity is a subsidiary of its parent compangn&ue Marocaine du Commerce Extérieur
(see Note 17), and it maintains, with it and otjr@up entities, primarily subsidiary relations
for foreign trade transactions, as well as thoseesponding to transfers abroad.

All related-party transactions are conducted atketanates.

The Bank's balances at 31 December 2017 and 2@l éhartransactions conducted in 2017
and 2016 with related parties are as follows:

Thousands of euros

Parent Other group entities
2017 2016 2017 2016

Assets

Credit entty deposit 19,21( 18,75¢ 2,05¢ 26,81

Held-to-maturity investmen 16,87¢ 19,42 - -

Other asse - - 1,06: 1,06:
Liabilities

Credit entity deposi 118,97 112,76 12,47( 14,40:

Other financial liabilitie - 7,74¢ - 2,68:
Memorandum accoun

Guarantees grant 5,651 6,47¢ 3,01¢ 2,99¢

Contingent commitments gran - - - 10,00(
Income

Interest and similar profi 627 1,02t - -

Other operating produ - - - -
Expense

Interest and similar chars 627 611 - -

Directors’ remuneration and other benefits

In 2017 and 2016, no amount was accrued (undersypge diems and perks or other long-
term remuneration) by members of the Bank's Boafdi@ctors that are not on the payroll
due to their not being employees. At 31 Decembéi72thd 2016 the only member of Senior
Management is also a member of the Board of Dirscto
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Furthermore, there are no advances, loans or geasagranted, or obligations undertaken by
the Bank in relation to pensions or life insuraimceespect of the current or previous members
of the Bank's Board of Directors, accrued purst@aiiteir service as directors.

The remuneration received by Senior ManagementOiti 2and 2016 amounted to 1,052
thousand euros and 1,028 thousand euros, resggctivaddition, the contributions made to

defined pension schemes (see Note 3.n) recogmghd income statement for 2017 amounted
to 84 thousand euros (en 2016: 82 thousand euros).

The insurance premiums paid for members of Senianddement amounted to 7 and 9
thousand euros in 2017 and 2016, respectively.

At 31 December 2017 and 2016, the Bank had nottggaany loans or advances to Senior
Management.

In accordance with the provisions of article 22%leé Companies Act, the directors have
notified the Bank that, in 2017, neither they rweit related parties, as defined in article 231
of the aforementioned Companies Act:

- Have conducted any transactions with the Bank, cwminting ordinary transactions
conducted in standard conditions for customersoéfittle relevance, which are understood
to be transactions that it is not necessary tdaliscto express a true and fair view of the
Bank's equity position, financial situation andulés

- They have not used the Bank's name or invoked plosition as a director in order to exert
an undue influence on the conduct of private tretnsas.

- They have not used the Bank's assets, includingensformation pertaining to the Bank,
for private purposes.

- They have not taken advantage of the Bank's busmgsortunities.

- They have not obtained benefits or remuneratiom fitwrd parties outside the Bank and its
Group associated with the discharging their dugasept for mere courtesies.

- They have not implemented activities on their owegoant or on behalf of others that

amount to effective competition, either actual otemtial, with the Bank, or that, in any
other way, place them in a permanent situatiorooflict with the Bank's interests.
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22. OTHER INFORMATION

Agency agreements

Neither at year-ends 2017 and 2016 nor at anydumi@g those years has the Bank maintained
"agency agreements".

Operating leases

The Bank has leases on three premises at 2017egdai2 premises in 2016) to conduct its
activity under a lease agreement. The cost ofleagk amounts to 162 thousand euros in 2017
(2016: 40 thousand euros).

Credit commitments

This item includes irrevocable commitments to pdeviinancing in accordance with certain
previously established conditions and periods. thké Bank's credit commitments are
immediately available.

The breakdown of credit commitments in 2017 and620jrouped by counterparty and
indicating the limit and amount pending drawing dow as follows:

Thousands of euros

2017 2016
Limit Available Limit Available
Available for third partie
Credit entitie 57,92« - 17,98¢ 15,00(
Other resident sectc 38,90¢ 39,41° 61,71: 35,28
Other not-resident secto 50,951 - 60,427 452
Total 147,784 39,417 140,125 50,736

The average interest rate offered for these comemtsis 2.93% in 2017 (2016: 1.95%).
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External audit

The fees paid by the Bank for account auditing aitetr services in 2017 and 2016 are as
follows:

Thousands of euros
Audit of annual

financial

statements Other services Total
Financial year 201 54 - 54
Financial year 201 52 1 53

Customer Services

Article 17 of Ministry of Economy Order ECO/734/2Q1of 11 March, establishes the
obligation on customer services departments aneravapplicable, customer ombudsman
offices, of financial entities, to annually presémthe Board of Directors a report explaining
their work in the previous year. No complaints wigleel to this service in 2017 and 2016.

Abandoned deposits and balances

In accordance with the provisions of article 18Lafv 33/2003, dated 3 November, on the
equity of public administrations, the Bank does mmte abandoned deposits and balances.

Information on the environment and greenhouse gasseon allowances

In view of the business activities carried out I tBank, the Bank does not have any
environmental liability, expenses, assets, promsior contingencies that might be material
with respect to its equity, financial position @sults. Consequently, no specific disclosures
relating to environmental issues are included timedes to the annual financial statements.

Furthermore, in 2017 and 2016, the Bank has nanbaese gas emission allowances.
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Information on average payment period to suppligdglitional Provision Three. "Duty of
Information" of Act 15/2010, of 5 July

The table below shows the information stipulatedadditional provision three of "Law

15/2010, dated 5 July, amending Law 3/2004, of Z&dmber, establishing measures to
combat default in trade operations”, in accordanith the templates established in "ICAC
Resolution of 29 January 2016 concerning disclastioebe included in annual financial
statements in relation to the average paymentgéoiguppliers in commercial transactions":

2017 2016
Days Days
Average payment period to suppli 35 55
Ratio of transactions pe 35 55
Ratio of outstnding payment transactic - -
Amount Amount
(thousands of (thousands of
euros) euros)
Total payments mau 1,99¢ 1,80¢

Total payments outstandi - -

Other public disclosures pursuant to Bank of Sgaroular 4/2017

Other public disclosures pursuant to Bank of Sgamular 4/2017 are provided below

- The Bank's balances at 31 December 2017 and f2@1éfinancings and restructurings of
financings granted to third parties are includetlate 6.a.6.

- At 31 December 2017 and 2016, the Bank had reottgd any financing for construction,
property development or acquisition of homes.

- At 31 December 2017 and 2016, the Bank did neelany assets adjudicated or received
in payment of debts in material amounts (see Naje 1

- The distribution by individual activity of cust@nloans and receivables at the Bank at 31
December 2017 and 2016 is outlined in Note 6.a.5.

- The concentration of exposures by individuahatgtiand geographic area at 31 December
2017 and 2016 is included in Note 6.a.5.

- At 31 December 2017 and 2016 the Bank had noedany mortgage securities.

- At 31 December 2017 and 2016, the Bank did ne¢ lzeay covered bonds and international
bonds issued.

- At 31 December 2017 and 2016, the Bank had saew any territorial covered bonds.
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Earnings per share

In 2017, the Bank's weighted average number ofeshamls 666,149 shares (2016: 503,298
shares), and earnings per share came to approkr8add euros (2016: 6.16 euros per share).
These amounts correspond to both basic earningsliantdd earnings per share, since there
are no instruments that can be considered potgnoiainary shares.

23. EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE

Regardless of what is set forth herein, subseqieeBi December 2017 and until 1 March
2018, when the Bank's Board of Directors drew gmitnual financial statements, there have
been no material events that should be includedarannual financial statements in order for
them to properly provide a true and fair view af 8ank's equity, financial position and profit
and loss.
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ANNEX |

ANNUAL BANKING REPORT

In compliance with the provisions of article 87.1 leaw 10/2014, of 26 June, on the
organisation, supervision and solvency of credstiiations, there follows a detailed
breakdown of the required disclosures.

a) Denomination, nature and geographic locatioim@Bank's activity.

The corporate purpose of BMCE BANK INTERNATIONAL,AU. is to conduct all
kinds of banking operations in general, as provideits Articles of Association, and it
is subject to the rules and regulations of banlesatpg in Spain and of credit entities in
general.

The Bank's registered offices are located in Madradle Serrano, 59, also the entity's
only banking office. Although the Bank has fieldioés in Barcelona and Portugal, all
the Bank's administrative and management servieceperformed solely through the
banking office in Madrid. Consequently, all thearrhation included in the following
sections corresponds to the activity conductetattdffice.

b)  Business volume, profit/(loss) before taxespme tax and grants and public aid received

Thousands of eur

2017 201¢
Interest and similar profi 12,13 11,69:
Profit/(loss) before te 7,59 6,111
Income ta; (2,234 (2,011

Grants or public aid receiv - -

c)  Number of full-times employees.

No. of persor
2017 201¢

Number of ful-times employe 41 43

The return on assets, calculated as the divisiamebprofit by the Bank's total balance, was
0.82% (2016: 0.80%).
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2017 DIRECTORS' REPORT
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BMCE BANK INTERNATIONAL
ACTIVITY AND RESULTS REPORT
FOR 2017

Note: the figures for items of the balance sheet and income statement

included in this Directors' Report were obtained from

management information used by the Bank's Management, prepared using

different accounting classification criteria to those used to prepare the Annual Financial Statements.
Nevertheless, the discrepancies between the Directors' Report and the Annual Financial Statements
do not modify the Bank's profit/loss at year-end.
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1- ECONOMIC-FINANCIAL CONTEXT

SPAIN

The medium-term outlook for the Spanish economy remains good. Macro-economic policies are
expected to underpin stronger activity. Against this backdrop, the developments in Catalonia, where
the political uncertainty persists, will shape how the Spanish economy performs. The uncertainty seen
in the last few months is expected to ease in early 2018. Consequently, the projected 3.1% GDP growth
in 2017 could slow to 2.4% in 2018 and to 2.1% in each of the following two years.

With regard to inflation, the slowdown in CPl logged since March is expected to continue in early 2018.
From spring 2018 onwards, consumer price performance will be determined mainly by the core
component, which is expected to increase gradually. As a result, following the 2% logged in 2017,
prices are expected to ease in the short term, before resuming growth at an average rate of 1.7% in
2020.

The volume of job creation per unit increase in GDP will remain very high, buoyed by the ongoing
containment of unit labour costs. Nevertheless, job creation will decelerate in line with the gross
domestic product. The sustained increase in employment will continue to push unemployment down
and by the end of 2020 it should be at around 11%. The public deficit is also estimated to have
diminished in 2017 to 3.2% of GDP, a trend that is expected to be maintained in the short term.

INTERNATIONAL

The Eurosystem macroeconomic forecasts published in mid-December revised up expected growth
for the 2017-2019 period, to 2.4%, 2.3% and 1.9%, respectively, and the forecast is 1.7% for 2020.
With regard to inflation, the most recent Eurosystem forecasts were revised down to levels of around
1% for this year and next, with an expected increase to 1.8% in 2020. Moreover, economic growth in
Eastern Europe remained robust, most notably in Poland and, even more so, Romania (4.9% and 8.8%
year-on-year, respectively). Turkey, meanwhile, logged much higher-than-expected growth in the
third quarter (11.1% year-on-year), underpinned by stimulus measures approved by government and
by the recovery in tourism.

Growth was strong in all the advanced economies in the third quarter, especially the United States
(3.2% g-on-g annualised) and Japan (2.5%). In the United Kingdom, the economy gained some traction
in the previous quarter (by one-tenth, to 0.4% quarter-on-quarter). In the US, CPI was 2.2% year-on-
year in November, and in Japan it rose by one-tenth of a point to 0.8% in October. In the UK, the
inflation rate remains above the target, reaching 3.1% in November. As for monetary policy decisions,
both the Federal Reserve and the Bank of England raised their benchmark rates by 25 basis points in
the quarter.

Emerging economies general posted positive activity. The Chinese economy logged 6.8% year-on-year
growth in the third quarter. In Latin America, third quarter data were positive, except in Mexico, which
was hampered by the impact of two earthquakes in September. Chile and Colombia posted the highest
growth rates (1.5% and 0.8% year-on-year, respectively), while Brazil and Peru lagged behind.
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MILESTONES IN 2017

e Solid growth in our portfolio and balance sheet, bringing it to 656 million euros.
e We have allocated a provision to the balance sheet of 4.5 million euros, affording us a
significant advantage for the start of 2018.
¢ We have fulfilled the Regulator's requirements.
= Risk Committee
=  Appointments and Remuneration Committee
e Alignment of the Entity with the Group's Internal Control and Audit Department, in order to
strengthen the operating control and monitoring processes and relations.
* Increased cost of external resources due to the lack of support from the Parent because of its
limitations on own funds.

2- STRATEGY IMPLEMENTED IN 2017

e Strengthened relations with major international brokers and large European corporations.

* Intensification of our international banking activity.

* We have obtained new business lines for our market needs.

* We have increased our clearing operations in various currencies, such as the Chinese Yuan,
Pound Sterling and United Arab Emirates Dirham.

3- PROFIT/LOSS IN 2017

2017 was a year of transition, aimed at offsetting all the setbacks in relation to regulatory matters
and correspondent accounts in S.

We have reoriented our activity towards markets and geographic areas to which we contribute high
quality added value and, as a result, we obtained a 30% increase in the bottom line compared with

2016, cleaning up our portfolio with 4.3 million euros in provisions.

The Bank obtained net profit of 5.4 million euros, taking into account the tax hike.

Accordingly, we have fulfilled the expectations envisaged under the strategy designed in 2017.
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INCOME STATEMENT

(in thousands of euros)

Realised at
2017 forecast 31/12/2017 % realised
Interest and similar products 12,112 12,131 100%
Interest and similar expenses -2,424 -2,853 118%
NET INTEREST INCOME 9,688 9,278 96%
Fees and commissions received and other income managed 7,300 7,858
Fees and commissions paid -350 -134
Net fees and commissions managed 6,950 7,724 111%
Net exchange differences 1,050 724 69%
GROSS MARGIN MANAGED 17,688 17,725 100%
OPERATING MANAGEMENT EXPENSES -5,688 -5,582 98%
Personnel expenses -3,496 -3,404 97%
Other management expenses -2,192 -2,178 99%
Amortisation and depreciation -66 -82 124%
OPERATING PROFIT 11,934 12,062 101%
-Legal insolvency provisions and management allocations -3,500 -4,230 121%
-Extraordinary profit/loss 0 0
PROFIT/(LOSS) BEFORE MANAGEMENT TAX 8,434 7,831 93%
- Income tax and other taxes -2,530 -2,472 98%
PROFIT/(LOSS) AFTER TAX 5,904 5,359 91%
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4- ANALYSIS OF ACTIVITY

2017 was a brilliant year, with 25% growth in total assets, and substantial growth in the portfolio.

PORTFOLIO (million €) 2016 2017 VARIATION
OFF-BALANCE SHEET 360 480 25%
CONTINGENT RISKS 294 383 23%

TOTAL ASSETS 514 656 22%

MAIN INDICATORS (million €)

700 26%
600 25%
25%

500 24%
400 24%
23%

300 23%
200 22%
22%

100 519
0 21%

OFF-BALANCE SHEET CONTINGENT RISKS TOTAL ASSETS
2016 w2017 VARIATION

Our Entity logged a net banking income (NBI) of 18 million euros, despite the aforementioned
difficulties.

The difficulties due to circumstances beyond our control have been successfully overcome, thanks to
our diversification in geographic areas and countries as well as new business strategies that are

proving to be very positive for the Bank.

The Portfolio yielded an excellent performance from 50 countries and 150 African, Middle-Eastern
and Latin American banks.
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PROFIT IN THE 2013-2017 PERIOD (thousands of euros)

=O— NBI GROSS NET PROFIT
20,000
17,500
15,000
12,500
10,000
7,500
5,000
2,500
0 O
2013 2014 2015 2016 2017
INTEREST RECEIVED
Thousands of € 31/12/2015 | 31/12/2016 | 31/12/2017
Interest on credit advances 3,345 3,076 3,120
Interest on customer loans 1,144 1,387 2,331
Interest on corporate operations 1,795 3,522 1,760
:)n;::ae:ito(;: commercial banking 237 608 936
Interest on bonds and securities 2,183 2,658 3,021
Interest on cash products 109 259 693
Interest on Nostro accounts 89 92 219
TOTAL GROSS FINANCIAL MARGIN 8,902 11,599 12,131

-90-




The financial margin has increased over the last few years, as our Portfolio consolidated. Moreover,
diversification is strong, as we have commented, and every year we have introduced new products to
meet our customers' needs.

All of this was thanks to the development of our Correspondent Banking department and the
institutional aspect, intensifying our commercial and corporate relationships with major international
brokers, which contribute 32% to the gross financial margin and are logging considerable growth.

Breakdown of NBI (in thousands of euros)

10,000
9,000
8,000
7,000
6,000
5,000
4,000
3,000
2,000
1,000
T I [] o ]
2013 2014 2015 2016 2017
BENET FINANCIAL MARGIN B NET FEES M EXCHANGE DIFFERENCES

Based on the composition of the financial margin, we have two especially important star products:
The first is interest on commercial operations from traders (export brokerage from various
commodity-producing countries to African and Middle-Eastern countries).

The second is the Product and Securities Market, which is logging a return in excess of 3 million euros.
Furthermore, another goal is to comply with the regulatory requirements linked to the liquidity

coverage ratio (LCR) and its complex composition, so asset selection is fundamental to achieve
maximum liquidity quality and provide solidity and stability to the ratio in the long term.
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Gross financial margin

Corporate commercial
operations transactions
15%

banks
8%  Bonds and
Customer loans securities
19% < 25%

Credit advances 289

reasury products
and services
5%

Fees in relation to the net banking income (NBI) represented 45% this year, still a significant figure
within our business generation. This evidences the excellent service quality we provide to our
customers.

The star among fees and commissions are letters of credit, which account for 35%, followed by
commissions on transfers issued and received, which represent 27%. Lastly are the other fees on loans,
policies and so on.
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FEES AND COMMISSIONS RECEIVED

in thousands of euros 31/12/2016 31/12/2017 Variation
Commissions on letters of credit 2,608 2,723 4.44%
Commissions on sureties and guarantees 471 285 -39.44%
Commissions on transfers received 4,022 1,975 -50.91%

Commissions on management of bills of

exchange and remittances 261 160 ~38.77%

Commissions on payment orders and 39 113 192.95%

transfers issued

Commissions on financing  for advances 325 518 59.46%

Other fees 1,500 2,081 38.71%
TOTAL FEES AND COMMISSIONS MANAGED 9,226 7,858 -15%

The composition of fees and commissions is one of the strong points of our strategy implemented in
2017: Considerable development of the services and products offered to correspondent banks in
Africa, Latin American and the Middle East, and especially for clearing and lending operations.

We currently help 200 banks in 85 countries with their international operations; the sum of their MT
103, MT 202 and letter of credit transactions amounts to more than 5,828 million euros, and a total
of 58,560 operations in 2017, helping us to reformulate our activity and our strategic design.

Furthermore, based on the fact that, in commercial operations the commissions are generally
associated with arranging the operation, the policy of intensifying commercial relations with major
firms and brokers has increased the balance of operations managed. In short, by extension this implies
a reduction in the total volume and, accordingly, the fees. This fact, coupled with the surplus liquidity
in markets, has led to a sharp downturn in the economic conditions of financial products and services,
with individual margins much tighter than in previous years, with a direct impact on fees and
commissions (many financial institutions are now offering products with no arrangement fee, for
example).
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Volume of products and services

in thousands of 31/12/2016 31/12/2017
euros
volume volume change in

volume
Financing for corporate advances: 350,697 525,554 50%
- Loan advances 232,225 305,244 31%
- Discounts 118,472 220,310 86%
Letters of credit Export. with and without 474,482 653,427 38%

confi rmation
Export remittances 269,407 437,767 62%
Transfers issued 1,901,022 800,063 -58%
Transfers received (with commission) 3,764,078 2,125,546 -44%
Sureties and guarantees 34,930 14,722 -58%

Group exposure continues to be limited to 70 million euros, as a result of the UK regulator's conditions

on BIH.

We continue to endure a considerable impact throughout our operations with various group entities,

in both Morocco and Africa as a whole. The economic impact of this is a decrease of approximately
500 million euros in turnover and an estimated 3 million euros reduction in NBI. Furthermore, another

two factors have had an impact on our operations, namely a decrease in commercial transactions in
US dollars and the application of country risk regulations, especially in the African continent and the

Middle East.

These rules were modified in January 2018 to reduce country risk percentages, which we list below.

Current regulation New regulation
COUNTRY GROUP PROVISION PROVISION
GROUP 1 0% 0%
GROUP 2 0% 0%
GROUP 3 10.10% 1.5%-5%
GROUP 4 22.80% 6%-12%
GROUP 5 83.50% 45.00%
GROUP 6 100.00% 100.00%
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Thanks to the strategy we implemented in 2017, we managed to log and even exceed the figures
posted in 2016; as evidenced by the table above, we have boosted the total volume of commercial
financing by 50%, especially in forfaiting (88%) and in post-financing of letters of credit (45%). Likewise,
in confirmation of letters of credit, we have seen a 37% increase, to 653 million euros received in 50
countries, most notably Morocco (with 17%), Algeria (15%), Yemen (11%), Tunisia (7%), Switzerland
(6%), Lebanon (6%), Malta (6%), the UK (5%), Ivory Coat (5%), Mauritania (4%) and others.

5 - ANALYSIS OF THE BALANCE SHEET

In 2017, BMCE BANK INTERNATIONAL established targets of 600 million euros of balance sheet and
450 million euros of portfolio. We called this our "Growth Strategy".

It is evident that these targets were amply met, closing the year 2017 with 656 million euros (+ 30%
compared with 2016), and a portfolio of 480 million euros (up 33% on the 360 million euros of 2016).

As defined in the breakdown of the Bank's net banking income, the Strategy designed for 2017 was
successfully implemented, and this is shown in the balance sheet:

— Opening of new profit centres, mainly focusing on the Capital Markets and Financial
Institutions Department, as evidenced by the asset position of the Interbank Market.

— Consolidation and robustness of our competitive advantage in Africa and the Middle East
for African correspondent banking, as a clearing bank in euros and benchmark correspondent
in dollars, evidenced by the significant increase in transfers executed and ratified by the
excellent liabilities balances of these banks.

— Sustainably and constant liquidity, robustly through financial assets in relation to the LCR and
with stable long-term liabilities balances of financial institutions (despite the setback triggered
by caps on transactions in US dollars).

— Further commercial progress in operating products and services with international brokers
and Large Accounts, as shown by the advances from External Trade, Loans and Syndicated
Loans and Buyer.
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| BALANCE SHEET (in thousands of euros)

AERIETS 31/12/2016 31/12/2017 Hoes' ‘ 31/12/2016 31/12/2017
- Cash, Interbank Market 148,782 184,845 - Cash, Interbank Market 5,500 27,505
- Letters of credit used 40,394 35,507
- Financing of commercial banking operations 46,291 58,019 _Deposits: 386,177 497,061
- Financial assets 103,584 119,402
- Financing for external trade advances 77,180 169,773 - Enterprise demand deposits 10,610 15,801
- Loans 25,328 29,509 - Bank demand deposits 187,267 221,943
- Buyer's credit and syndicated loans 80,343 63,213 - Enterprise term deposits 1,814 1,806
- Provisions -9,649 -7,510 - Bank term deposits 186,485 257,512
- Net assets 2,487 2,478 - Sundry creditors 56,969 57,609
- Various accounts 1,933 511 - Off-balance sheet provisions 170 542
- Equity (no result) 63,756 67,671
- Net profit/(loss) for the year 4,100 5,359
TOTAL 516,672 655,748 TOTAL 516,672 655,748
OFF-BALANCE SHEET 31/12/2016 31/12/2017
- Sureties and guarantees 35,555 14,722
- Export letters of credit 38,183 84,465
- Import letters of credit 32,407 -
- Export letters of remittance 40,650 84,584
- Import letters of remittance - -
- IPFs and other guarantees 107,697 158,996
- Available credit lines
- Contingent risk provision 170 542
254,662 343,309

Summary of Assets
— We have increased financial assets by 16%, to a total of 120 million euros, as a result of the

aforementioned need to include liquid assets computable for the purposes of the LCR.

— Furthermore, we have implemented a growth strategy in forfaiting financing for foreign
trade with a 120% increase, totalling 170 million euros in December 2017.

— A sharp increase in the Interbank Market, from 149 million euros to 185 million euros in
December 2017 resulted in positive liquidity management with our correspondents.

With regard to liabilities

On the liabilities side, professionals and commercial teams from Correspondent Banking completed
in-depth development, offering quality products and services specialising in international market
transactions, securing loyal relationships with correspondent banks and countries in Asia, Africa and
the Middle East, and enhancing diversification between demand and term accounts in a stable and
sustainable manner so as to improve risks in commercial operations.
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Bank liabilities total 500 million euros, up 30%.

The balance of memorandum accounts shows an increase of 34% to 343 million euros at the end of
2017. We have halved the guarantees issued, due to the negative impact of this product on the bottom
line and our policy is to reduce guarantees or secure them to a maximum, whereas import and export
letters of credit and export remittances have logged very healthy growth.

We highlight our interest in and strategy of increasing off-balance sheet guarantees received, which
are of great benefit to us in terms of generic and country risk provisions.

6 — ANALYSIS OF OPERATING EXPENSES

Operating expenses have decreased in relation to the budget, with efficiency being enhanced in all
kinds of recurring expenses and sundry areas.

Compared with last year, there has been a 6% increase, due mainly to employee insurance and the
expense of leasing a new office. We also depreciated the entire expense of the refurbishment
completed in 2017.

Thousands of euros B;gfgt RezaOI;_S; d Deviation

Personnel expenses 3,496 3,404 -3%
Other management expenses 2,193 2,177 -1%
Amortisation and depreciation 66 82 24%
5,755 5,663 -2%

In addition to the above, compared with 2016, total expenses increased by 6%, i.e. 4 points less than
in the previous year.

Note also that the need for regulatory adaptation and enhancement of credit quality led to very
specific decisions being made which affected expenses:
— Given the tougher rules on the classification of assets and contingent operations pursuant

to the new Bank of Spain Circular 4/2016, the classification of risk relating to most African
and Middle-Eastern countries saw a major setback. With the aim of not reducing the
envisaged net interest income, the Bank opted to mitigate its impact in terms of the
provisions required, leading to the need to secure various portfolio exposures, assuming an
impact on the marginal return, but avoiding having to sell core assets that are a hallmark of
the BMCE BANK of Africa Group.

— The busy regulatory agenda of the last few months and the need for speedy adaptation meant
the Bank had to seek advice on solvency, liquidity, implementation plans and recovery in the
event of various contingencies, as well as institutional organic adaptation in relation to the
Board of Directors, articles of association, website, risk policy and many other considerations.

In response to these needs, the expenses are recognised under external technical regulatory reports
and insurance premiums, which together total more than half a million euros.
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Meanwhile, having stabilised the new banking core, outsourcing expenses returned to more normal
figures for this kind of endeavour, around 500,000 euros.

Accordingly, an expense of more than one million euros was distributed under the following three
headings:

— IT and Outsourcing

— Technical and Regulatory Reports

— Insurance and auto-insurance premiums

Overall, and given the excellent commercial management and growth in portfolio and turnover
managed, expenses have been properly, coherently and sustainably managed, with an operating
efficiency of 32%, not far off the optimum results of previous years, and also a reflection of the
responsible and prudent management that has always characterised our Entity, considerably better
than the average in the European banking sector (45-48%).

7- PROVISIONS FOR DOUBTFUL AND NON-PERFORMING LOANS

In 2018 it was necessary to allocate a provision of 4.3 million euros for doubtful loans, bringing the
level of provisioning of the exposure to our largest debtor to 80%. The rest of debtors classified as
non-performing are provisioned in accordance with the regulatory calendar and are not significant.
This provision implied a considerable effort for the Entity and, at the same time, evidences the
strength of the business and our capacity to provision.

In accordance with the change of regulation effective in 2017, following the regulator's instructions,
it was necessary to allocate a provision of 0.5 million euros for doubtful loans, thereby complying with

the stipulations. Note that the classification of doubtful does not imply that debtors are in default.

Now that these provisions have been allocated, we can assert that the Entity's NPLs are almost entirely
provisioned and its portfolio has been cleaned up, with the NPL ratio now at 2%.

Lastly, a generic and country risk provision of 0.4 million euros was allocated, in line with regulatory
requirements regarding simple risk assighnment, without the operations being classified as in default.
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8.- CONCLUSIONS

1. The goals set for 2017 were successfully completed:

NBI up 3% to around 18 million euros;
Balance sheet amounting to 656 million euros, implying a 27% increase;
Portfolio growing to near 480 million euros; and

o 0 T o

Operating cost-to-income ratio of 32%.

2. The financial margin represents 52% of NBI, and is close to 10 million euros.

3. The year ended in a strengthened position in terms of both liquidity and solvency, thanks, on
the one hand, to the 50 million euros investment in high-quality financial assets, bringing our

liquidity ratio to 126%, compared with 100% required by the Regulator

4. The more intense commercial activity with correspondent banks and major international

corporations and brokers has consolidated our market position, also offsetting the regulatory

turbulence endured, in terms of income and turnover.

5. The turnover managed in 2017 increased by 55% to around 7,000 million euros.

6. A 2% NPL ratio also underpins the excellent condition of our portfolio.

9- STRATEGY FOR 2018

To grow our Correspondent Banking business, nurturing relationships with new entities and
different countries in the regions of Asia, Latin America and Africa.

To invest in Islamic banking products, like Sukuk (Islamic bonds), to gain a foothold in a new
business line with huge potential in the local market.

To invest in assets in Eastern European countries, with financial institutions and with the
purchase of fixed income in countries belonging to European Union countries or those with
an association agreement.

To invest in European private fixed income with an investment grade rating.

To nurture our relationship with the major international traders and commence relations
with other, smaller ones.

To increase the investment in large European corporations and reduce exposure to small
and medium-sized enterprises.

This strategy is clearly oriented towards achieving the following goals in 2018:

1.
2.
3.

Net profit in excess of 8 million euros.
Net banking income of around 20 million euros.
Total assets managed amounting to around 800 million euros.
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10- GUIDANCE FOR 2018

GUIDANCE FOR 2018
(thousands of €)

31/12/2017 31/12/2018 Variation

Interest and similar products 12,131 14,600 20%
Interest and similar expenses -2,853 -4,310 51%
NET INTEREST INCOME 9,278 10,290 64%
Fees and commissions received 7,858 9,017 15%
Fees and commissions paid -134 -150 12%
Net fees and commissions 7,724 8,867 15%

Net exchange differences 724 1,000 38%

GROSS MARGIN 17,725 20,907 18%
OPERATING EXPENSES -5,582 -6,200 11%
Personnel expenses -3,404 -3,750 12%

Other

expenses -2,178 -2,450 9%

Amortisation and depreciation -82 -83 1%
OPERATING PROFIT 12,062 14,624 21%
Legal insolvency provisions and allocations -4,230 -3,000 -29%

Extraordinary profit/loss 0 0

PROFIT/(LOSS) BEFORE TAX 7,831 11,624 48%
Corporate income tax -2,472 -3,487 41%
PROFIT/(LOSS) AFTER TAX 5,359 8,137 52%

In accordance with the target of increasing assets, interest income is expected to rise. Likewise, due
to the increase in liabilities and in anticipation of the rates hike in euros and, in particular, in dollars,
growth is expected to outpace the increase in the cost of interest paid.

Fees and commissions are expected to rise in line with the increase in activity and exchange
differences are expected to grow as they did in 2017.

With regard to provisions, the amount allocated is expected to comply with the new regulatory
requirements, and to cover any necessary NPL amounts arising.
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This provision results in an increase in the net result of more than 50%; however, the increase in the
asset portfolio must be financed with the necessary liability, so the parent is expected to allocate at
least 125 million euros in addition to the current financing, bringing the total afforded by the Parent
to 245 million euros. Otherwise, it would not be possible to attain the established goals.

11-

NEW REGULATORY FRAMEWORK FOR 2018

The new European banking regulations effective from 1 January 2018 require adaptation in all areas
which imply varying impacts, the most significant of which are as follows:

v

Country risk provision. The percentages change considerably, which, in the first instance, will
trigger a recovery of part of the current provisions allocated. Secondly, it will allow us to
resume investment in certain products that henceforth require lower provisions and may be
profitable.

r e%ﬂﬁi%tn New regulation
COUNTRY
GROUP Provision Provision
1 0% 0%
2 0% 0%
3 10.10% 1.5% - 5%
4 22.80% 6% - 12%
5 83.50% 45%
6 100% 100%

Generic provision. For exposures to public administrations, financial entities and major
corporations, the provision increases from 0.2% to 0.5%; which implies allocating more than
double the current provision for this item, and the direct impact will be evidenced in the first
quarter of the year when the difference must be allocated in the current portfolio.

Provision for doubtful loans different from NPLs. For exposures to public administrations,
financial entities and major corporations, the provision increases from 30% to 50%, a
significant rise with an impact over the course of the year.

The required liquidity ratio is up from 100% to 120%. This means high-credit-quality liquid
assets must be acquired to cover the shortfall, as well as due to the target growth in assets.

For the first time, a Liquidity Adequacy Plan is required in addition to the Capital Adequacy
Plan already required, and this will require dedication and monitoring.
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12- 2018 - 2020 BUSINESS PLAN

13- BP BBI Madrid: 2018 - 2020 Business

Plan

BUSINESS PLAN

Assumptions
No dividend distribution during plan 000 Euros
Minimum Solvency Ratio 2017 > 12,26%
Minimum Solvency Ratio 2018 > 11,28%
Balance Sheet ~ '000 euros 2016 2017 2018 2019 2020
| Total assets 514,441 655,837 800,000 950,000 1,164,000
Loans to banks and cash (net) 281,210 390,185 460,000 550,000 700,000
Loans to customers 127,194 144,601 186,000 210,000 240,000
HTM portfolio 101,550 116,865 150,000 186,000 220,000
Equity holding 1,063 1,439 1,063 1,063 1,063
Fixed assets 2,487 2,478 2,395 2,312 2,229
Other 937 269 542 625 708
ITotaI liabilities 514,441 655,837 800,000 950,000 1,164,000
Deposits from banks 379,379 506,959 637,572 771,401 968,300
Due to customers 12,424 17,607 21,000 25,935 32,030
Other liabilities 54,783 58,241 60,261 61,461 61,466
Reserves 63,757 67,671 73,030 81,167 91,203
Net result 4,100 5,359 8,137 10,036 12,711
Off-balance sheet (estimate) 294,588 382,619 497,405 646,626 840,614
P&L '000 euros 2016 2017 2018 2019 I 2020
Interest received 11,692 12,131 14,600 17,500 23,200
Interest paid on borrowings 2,158 2,853 4,310 5,248 7,958
Commissions (net) 8,061 7,043 8,867 10,800 12,800
Fx gains 53 724 1,000 1,300 1,500
Other -92 0 0 0 q
Net Banking income H 17,556] 17,725 20,907 25,102] 30,042
Expenses 5,288 5,581 6,200 6,510 6,800
Amortisation 64 83 83 83 83
and
depreciation
Provisions 7,007 4,230 3,000 4,000 5,000
Extraordinary profit/loss 916 681 750 750 500
Profit before tax 6,113 7,831 11,624 14,509 18,159
Tax 2,011 2,472 3,487 4,473 5,448
Net profit 4,102 5,359 8,137 10,036 12,711
Ratios
ROE 6.43% 7.92% 11.14% 12.36% 13.94%
Extraordinary profit or loss | 23.37% | 30.23% | 38.92% | 39.98% | 42.31%
Total Equity | 67,857 73,030 81,167 91,203 103,914
Risk-weighted assets (RWAS) 319,177 312,710 400,000 475,000 582,000
Operational Risk 28,725 31,995 34,728 39,445 47,532
Market Risk | 1,646 3,379 3,886 4,469 5,139
Solvency Ratio 19.41% 20.98% 18.51% 17.58% 16.37%
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BUSINESS PLAN

In the previous sections we have provided a description of the financial statements for the year 2017
and the guidance for 2018. Note that the targets set in 2016 and 2017 were achieved within a
deviation range of 10%, evidencing that the Entity has properly defined both its strategy and its goals.
Regarding the longer term outlook, a business plan through 2020 has been devised, with a description
of where the Bank wishes to be in each of the years. This business plan was drawn up considering the
increase in assets by business line, showing notable growth in exposures with financial institutions as
a result of external trading activity and, to a lesser extent, fixed income and customer exposures that
should also contribute to growth.

The increase in assets must be accompanied by the necessary financing on the liabilities side and,
thanks to the efforts of the various departments and particularly of the correspondent banking and
treasury departments, the measures will be implemented to achieve this. Nevertheless, the Entity
needs stable financing with a long-term outlook, for which purpose it relies on the Parent to provide
the necessary funds to afford stability to the business and secure the established goals.

The increase in assets and profit-making business lines translates into an increase in all line items of
the income statement, and boosts the cost-to-income ratio, which enables growth not only in absolute
terms, but in the margins of the various business lines.

The business plan envisages a steady improvement in return on equity, boosting cost-to-income
without taking considerable risks that could jeopardise the Bank's health. All of this while meeting the
regulatory solvency ratio, with sufficient headroom to pass the stress tests and capital adequacy tests,
affording the Entity a stable solvency ratio.
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DRAWING UP OF THE ANNUAL FINANCIAL STATEMENTS AND T HE
DIRECTORS' REPORT

The Board of Directors of BMCE BANK INTERNATIONAL, S.A.U., in its meeting of 1 March
2018, unanimously approved the Annual Financial Statements for 2017, which include the
balance sheet at 31 December 2017 and the income statement, statement of changes in
equity, statement of cash flows and notes to the financial statements for the year ended on
that date, as well as the Directors' Report for the year ended on 31 December 2017.
Furthermore, the members of the Board of Directors state that, as far as they know, said
Annual Financial Statements for 2017 were prepared in accordance with the applicable
accounting principles, offer a true and fair view of the equity, financial position and profit and
loss of BMCE BANK INTERNATIONAL, S.A.U. and that the Directors' Report includes a true
and fair analysis of the business performance and results and the position of BMCE BANK
INTERNATIONAL, S.A.U., along with a description of the main risks and uncertainties facing
it.

Mr Mohamed Agoumi Mr Brahim Benjelloun-Touimi
Directol Directol

Mr Azeddinne Guessous Mr Radi Hamudeh

Directol Directol

Mr Jerénimo Paez Lopez Mr Miguel Angel Marquez Arcos
Directol Secretary to the Boe

Ms Carme Hortal&a Vallvé
Director



