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Translation of a report and financia! statements originally issued in Spanish. In the event of discrepancy, the 

Spanish-language version prevails 

To the Sole Shareholder of Compañía Española de Petróleos, S.A.U.: 

Opinion 

We have audited the consolidated financia! statements of Compañía Española de Petróleos, S.A.U. 

(the parent company) and its subsidiaries (the Group), which comprise the consolidated balance sheet 

at December 31, 2018, the consolidated statement of profit or loss, the consolidated statement of 

comprehensive income, the consolidation statement of changes in equity, the consolidated statement 

of cash flows, and the notes thereto for the year then ended. 

In our opinion, the accompanying consolidated financia! statements give a true and fair view, in ali 

material respects, of the consolidated equity and consolidated financia! position of the Group at 

December 31, 2018 and of its financia! performance and its consolidated cash flows, for the year 

then ended in accordance with lnternational Financia! Reporting Standards, as adopted by the 

European Union (IFRS-EU), and other provisions in the regulatory framework applicable in Spain. 

Basis for opinion 

We conducted our audit in accordance with prevailing audit regulations in Spain. Our responsibilities 

under those regulations are further described in the Auditor's responsibilities for the audit of the 

consolidated financia/ statements section of our report. 

We are independent of the Group in accordance with the ethical requirements, including those related 

to independence, that are relevant to our audit of the consolidated financia! statements in Spain as 

required by prevailing audit regulations. In this regard, we have not provided non-audit services nor 

have any situations or circumstances arisen that might have compromised our mandatory 

independence in a manner prohibited by the aforementioned requirements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 

for our opinion. 
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Most relevant audit issues 

Most relevant audit issues are those matters that, in our professional judgment, were the most 

significant assessed risks of material misstatements in our audit of the consolidated financia! 

statements of the current period. These risks were addressed in the context of our audit of the 

consolidated financia! statements as a whole, and in forming our audit opinion thereon, and we do 

not provide a separate opinion on these risks. 

lmpairment assessment of exploration and production assets 

Description The Group owns interests in exploration and production assets mainly in Algeria, 
South East Asia, South America and Abu Dhabi. At least once a year, management 

performs an annual impairment test on these assets (which are classified as 

intangible assets, goodwill, property, plant and equipment, and investments in 
associates and joint ventures). This assessment of the recoverability of the 

aforementioned assets requires management to make assumptions in order to 

prepare the underlying cash flow forecasts. 
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The assumptions include forecasts of oil prices, costs, discount rates, estimation of 
oil and gas reserves and overall market and economic conditions. Refer to Notes 3.h 

and 12 of the consolidated financia! statements for details on impairment 

assessment of oil and gas assets. 

We have determined these estimates and valuations to be a relevant audit matter 

since, given the amount of the assets affected, changes in the hypotheses could 

have a material impact on the Group's consolidated financia! statements. 

Our response Among others, we have performed the following procedures: 

We carried out procedures in ali significant assets, including testing for 

indicators of impairment and validating the appropriateness of the leve! at 

which the testing took place. 

► We reviewed, in collaboration with our valuation specialists, the

reasonableness of the methodology used by management to prepare the

discounted cash flows statements.

► For price assumptions, we corroborated future commodity prices to externa!

forecasts; we confirmed prices were used consistently across CEPSA and that

pricing differentials were reasonable and appropriate.

► We engaged our interna! valuation specialists to test the reasonableness of the

discount rates used for the impairment testing.

► Regarding cash flow inputs, we:

Confirmed that the key inputs (income, operating expenditures profiles, 

working capital and capital costs) could be supported by approved 
strategic plan and that thelr reasonability was based on current assets 

conditions and their projections of potential changes. 

• Reconciled reserves volumes and confirmed the life-of-field assumptions

of the different assets.

A rT'ember firm of Ernst & Yaung Global Limited 
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► We also verified the mathematical integrity of the impairment models,

performed a sensitivity analysis and other additional procedures to assess the

completeness of the impairments.

► We reviewed the disclosures included in the accompanying consolidated
financia! statements in accordance with current regulation.
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The estimation of oi/ and gas reserves 

Description The estimation of oíl and gas reserves and resources has a significant impact on the 

consolidated financia! statements, particularly in impairment testing and 

depreciation, depletion and amortization ('DD&A') charges (as described in in Notes 
3.f; 3.g and 3.h to the consolidated financia! statements). This estimation is a

significant area of judgment due to the technical uncertainty in assessing quantities

and to the complex contractual arrangements in place dictating the group's share of
reportable volumes.

These profiles are periodically revised every two years by independent experts. The 

estimation of reserves performed by the firm in 2018 did not result in significant 
differences with those registered in the Group. 

The impact that these matters have on the assessment of the recoverability of these 
assets and on the depreciation of these investments is the reason why the situation 
described was considered to be a relevant issue in our audit. 

Our response Among others, we have performed the following procedures: 

We reviewed the group's process over their interna! certification for interna! 
technical and commercial experts who are responsible for reserves and 

resources estimation. 

► We assessed the competence of the group's interna! experts to satisfy

ourselves that they were appropriately qualified to carry out the volumes

estimation.

► We validated that the updated reserves and resources estimates were included

appropriately in the group's consideration of impairment and in accounting for

DD&A.

► In relation to the verification of the audit reports on reserves, prepared by
independent experts specialized in the oil and gas industry, we assessed the

findings and conclusions of the independent expert and their competency,

capability and objectivity for making the reserve estimates. Likewise, we

reviewed the report issued by the independent expert, reconciling the data to
the reserves used by CEPSA Group for the purposes of the depreciation and

recoverability of the assets.

Recoverability of deferred taxes 

Description As disclosed in Note 25 to the consolidated financia! statements, the Group has 

deferred tax assets of EUR 735 million at December 31, 2018. The recoverability 
assessment is based on management's conclusion that it is probable that there will 

be sufficient future taxable profits against which to offset these deferred tax assets, 

primarily comprised of timing differences and unutilized losses or credits. 

A member f1rm of Ernst & Young Global urn1ted 
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This a rea was important to our audit due to the judgments and estimates involved in 

evaluating the extent of positive factors such as reversing deferred tax liabilities 

and expectations of future taxable income and negative factors, such as operating 

losses in current or prior periods. 

Our response Among others, we have performed the following procedures: 

We obtained an understanding and walked through the Group's process to 

assess recoverability of deferred tax assets, including CEPSA management's 

estímate of Coastal's oil reserves depletion and the future liquidation process 

of the investment in the Coastal Group as disclosed in Note 25. 

► We evaluated underlying data and assumptions used by management in
determining the expected future tax losses in Coastal group companies and

our tax specialists assisted us in verifying tax regulation and the computations

of deferred tax assets.

,- We reviewed the disclosures included in the accompanying consolidated

financia/ statements in accordance with current regulation.

Other information: consolidated management report 

Other information refers exclusive/y to the 2018 consolidated management report, the preparation 

of which is the responsibility of the parent Company's directors and is not an integral part of the 

financia/ statements. 

Our audit opinion on the consolidated financia/ statements does not cover the consolidated 

management report. Our responsibility far the information contained in the consolidated 

management report is defined in prevailing audit regulations, which distinguish two levels of 

responsibility: 

a. A specific leve/ applicable to consolidated non-financia/ information, which solely requires

that we verify whether said information has been included in the consolidated management

report. or if applicable, that the consolidated management report includes the corresponding

reference to the separate report on non-financia/ information as required by regulations, and

if not, disclose this f act.

b. A general leve/ applicable to the remaining information included in the consolidated

management report, which requires us to evaluate and report on the consistency of said

information in the consolidated financia/ statements, based on knowledge of the Company
obtained during the audit, excluding information not obtained from evidence. Moreover, we

are required to evaluate and report on whether the content and presentation of this part of

the consolidated management report are in conformity with applicable regulations. lf, based

on the work we have performed, we conclude that there are material misstatements, we are

required to report that fact.

Based on the work performed, as described above, we have verified that the information referred to 

in paragraph a) above is provided in a separate report, "Annual and Corporate Responsibility 

Report", to which reference is included in the consolidated management report and that the 

remaining information contained therein is consistent with that provided in the 2018 consolidated 

financia/ statements and their content and presentation are in conformity with applicable regulations. 

A member f1rrn of Ernst & Ycung Gicbal Limited 
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Directors' responslbilities for the consolidated financia! statements 

The directors of the parent company are responsible for the preparation of the accompanying 

consolidated financia! statements so that they give a true and fair view of the equity, financia! 

position and results of the Group, in accordance with IFRS-EU, and other provisions in the regulatory 

framework applicable to the Group in Spain, and for such interna! control as they determine is 

necessary to enable the preparation of consolidated financia! statements that are free from material 

misstatement, whether due to fraud or error. 
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In preparing the consolidated financia! statements, the directors of the parent company are 

responsible for assessing the Group's ability to continue as a going concern, disclosing, as applicable, 

matters related to going concern and using the going concern basis of accounting unless the 

directors either intend to liquidate the Group or to cease operations, or has no realistic alternative 

but to do so. 

Auditor's responsibilities for the audit of the consolidated financia! statements 

Our objectives are to obtain reasonable assurance about whether the consolidated financia! 

statements as a whole are free from material misstatement. whether due to fraud or error, and to 

issue an auditor's report that includes our opinion. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 

accordance with prevailing audit regulations in Spain will always detect a material misstatement 

when it exists. Misstatements can arise from fraud or error and are considered material if, 

individually or in the aggregate, they could reasonably be expected to influence the economic 
decisions of users taken on the basis of these consolidated financia! statements. 

As part of an audit in accordance with prevailing audit regulations in Spain, we exercise professional 

judgment and maintain professional skepticism throughout the audit. We also: 

• ldentify and assess the risks of material misstatement of the consolidated financial

statements, whether due to fraud or error, design and perform audit procedures responsive

to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis

for our opinion. The risk of not detecting a material misstatement resulting from fraud is

higher than for one resulting from error, as fraud may involve collusion, forgery, intentional

omissions, misrepresentations, or the override of interna! control.

► Obtain an understanding of interna! control relevant to the audit in arder to design audit

procedures that are appropriate in the circumstances, but not for the purpose of expressing

an opinion on the effectiveness of the Group's interna! control.

► Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by management.

A member firm of Ernst & 'foung Global Lim1ted 
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Conclude on the appropriateness of the directors' use of the going concern basis of 
accounting and, based on the audit evidence obtained, whether a material uncertainty exists 
related to events or conditions that may cast significant doubt on the Group's ability to 
continue as a going concern. lf we conclude that a material uncertainty exists, we are 
required to draw attention in our auditor's report to the related disclosures in the 
consolidated financia! statements or, if such disclosures are inadequate, to modify our 
opinion. Our conclusions are based on the audit evidence obtained up to the date of our 
auditor's report. However, future events or conditions may cause the Group to cease to 
continue as a going concern. 
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► Evaluate the overall presentation, structure and content of the consolidated financia!
statements, including the disclosures, and whether the consolidated financia! statements
represent the underlying transactions and events in a manner that achieves fair presentation.

► Obtain sufficient appropriate audit evidence regarding the financia! information of the
entities or business activities within the Group to express an opinion on the consolidated
financia! statements. We are responsible far the direction, supervision and performance of
the group audit. We remain solely responsible far our audit opinion.

We communicate with the directors of the parent company regarding, among other matters, the 
planned scope and timing of the audit and significant audit findings, including any significant 
deficiencies in interna! control that we identify during our audit. 

From the significant risks communicated with the parent company's directors, we determine those 
that were of most significance in the audit of the consolidated financia! statements of the current 
period and are therefore the most significant assessed risks. 

We describe those risks in our auditor's report unless law or regulation precludes public disclosure 
about the matter. 

February 28, 2019 

A member f1rm of Ernst & Young Global Limited 

ERNST & YOUNG, S.L. 
(Registered in the Official Register of 
Auditors under No. S0530) 

Francisco'Rahola Carral 
(Registered in the Official Register of 

Auditors under No. 20597) 
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Compañía Española de Petróleos, S.A.U. and Subsidiaries (Consolidated Group) 
Consolidated Balance Sheet 
far the years ended December 31, 2018 and 2017 

Assets 

Non-current assets 

Intangible assets 
Intangible assets and rights 

Amortization charge and Irnpairment losses 

Total intangible assets 
Consolidated Goodwill 

Pmperty, plant and equlpment 
Tangible assets and rights 

Amortization charge and Irnpairment losses 

Total property, plant and equipment 
Investments in equity accounted investees 

Non-current financia! assets 

Deferred tax assets 

Total non-current asj•ets 
Current assets 

Inventories 

Trade and other receivables 

Current incorne tax assets 

Other current financia! assets 

Other current assets 

Cash and cash equivalents 

Total current assets 

Total assets 

Shareholder's Equlty and Liabilities 
Equity 

Shareholder's equity 

Share capital 

Share premium 

Revaluation reserve 

Retained earnings 

Profit attributable to equity holders of the parent 

Interim dividend 

Total Shareholder 's equity 

Adjustments for changes in value 

Translation reserve 

Cash Flow Hedge Reserve 

Net Investrnent Hedge Reserve 

Total adjustments for changes in value 

Total equity attributable to shareholders of the parent 

Non-controlling interest 

Equity and translation reserves attributed to non-controlling interests 

Profit attributable to non-controlling interests 

Total non-controlling lnterests 
Total equity 

Non-current liabilities 

Bank borrowings 

Deferred tax liabilities 

Capital grants 

Ernployee defined benefit liabilities 

Provisions 

Other non-current llabdltles 

Total non-current llabll/tles 

Current /iabilities 

Bank borrowings 

Trade and other payables 

Current incorne tax liabilities 

Other current liabilitie.s 

Total current liabilities 

Total equity and liabillt/es 

(The accompanying Notes 1 to 35 are an integral part of this Consolidated Balance Sheet) 
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Notes 

Note 8 

Note 9 

Note 10 

Note 7 

Note 11 

Note 25 

Note 13 

Note 14 

Note 25 

Note 11 

Note 15 

Notes 

Note 16 

Note 16 d) 

Note 16 d) 

Note 16 f) 

Note 17 

Note 25 

Note 18 

Note 19 

Note 20 

Note 21 

Note 17 

Note 21 

Note 25 

Thousands of euros 

2018 2017 

4,257,206 4,216,500 

(3,615,807) (3,610,366) 

641,399 606,134 

91,796 122,708 

15,423,801 13,632,411 

(9,371,183) (9,287,702) 

6,052,618 4,344,709 

466,939 447,132 

129,476 122,042 

734,818 761,723 

81.J.7046 640�448 

2,201,546 1,925,666 

2,337,824 2,179,884 

120,904 75,284 

130,467 205,348 

9,362 9,954 
246,878 545,637 

S,046,98J. 4,94J.,773 

J.3J.64027 J.J.,346 22J. 

Thousands of euros 

2018 2017 

267,575 267,575 

338,728 338,728 

90,936 90,936 

3,883,002 3,485,672 

830,064 742,600 

(189,978) (189,978) 

5,220,327 4,735,533 

745,154 614,039 

(6,444) (4,733) 

(522,559) (429,310) 

216,151 179,996 
5,436,478 4,915,529 

92,953 94,152 

13,011 16,032 

105,964 J.10,184 
S,542,442 5,025,7J.3 

2,955,916 1,628,425 

261,924 296,017 

24,580 30,598 

10,693 10,097 

620,288 515,244 

l?l,96D 199,965 

4,045,361. 2,680,346 

380,434 639,348 

3,161,823 2,973,814 

25,177 15,136 

8 79D 11864 

3,576,224 3,640,.162 

13,164,027 J.J.,346,22J. 
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Compañía Española de Petróleos, S.A.U. and Subsidiaries (Consolidated Group) 
Consolidated Statement of Profit or Loss 
for the years ended December 31, 2018 and 2017 

Sales of goods and rendering of services 

Excise tax on oil and gas charged on sales 

R.evenue from contracts with customers 

Changes in inventaries of finished goods and work in progress 
ln-house work on non-current assets 

Procurements 

Other operating income 
Staff costs 
Changes in operating allowances 
Other operating costs: 

Excise tax on oíl and gas 
others costs 

Amortization charge 
Allocation to profit or loss of grants related to non-Finance assets and other grants 

Impairment and gains or losses on cfisposalS of non-current assets 
Operatingprofit 

Share of results of equity accounted investees 

Finance income 
Finance costs 
Impairment and gains or losses on dlsposals of Firian.dal instruments 

Consolídated profit before tax 

Income tax 
Consolidated profit for the year from continuing operations 

Consolidated profit for the year 

Attributable to: 

Equity holder of the Parent 
Non-controlling interests 

Earnings (loss) per share: 

Basic 

Diluted 

Notes 

Note3 r}, 22 

Notes 8,10 
Note 22 

Note 22 

Notes 13,14 

Note 22 
Notes 8,10 

Note 22 

Note 22 

Note 7 

Note 24 
Note 24 

Note 24 

Note 3 g), 25 

Note 16 f) 

Note26 

2018 

22,078,905 

2,632,873 

24,71.1,778 

298,331 

46,970 
(17,924,057) 

47,543 

(618,674) 

(33,735) 

(2,639,224) 
(2,071,588) 

(638,178) 
32,396 

7,127 
1,218,689 

23,456 

54,983 
(175,026) 

8,761 
1,130,863 

(287,788) 
843,075 

843,075 

830,064 
13,011 

1.55 
1.55 

In September 2018 the nominal value of the shares was split, going from a nominal value of one euro to 0.5 euro per share. (Note 16) 

(Toe accompanying Notes 1 to 35 are an integral part of this Consolidated Statement of Profit or Loss) 
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Thousands of euros 

2017 

18,211,611 

2,605,162 

20,816,773 

128,160 

35,838 
(13,840,261) 

54,589 
(610,898) 

(9,890) 

(2,608,744) 
(2,010,944) 

(680,453) 
30,196 

(274,785) 
1,029,581 

47,838 

144,026 
(175,639) 

7,732 

1,053,538 

(294,906) 
758,632 

758,632 

742,600 
16,032 

Euros 

2.78 
2.78 
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Compañía Española de Petróleos, S.A.U. and Subsidiaries (Consolidated Group) 
Consolidated Statement of Comprehensive Income 
far the years ended December 31, 2018 and 2017 

Consolidated profit for the year 

Items to be reclassified to profit or loss: 

Gains and {losses} arising during the year 
Net (losses) gains on cash flow hedges 

Net (losses) gains on Net Investment hedge 

Exchange gains (losses) on translation of foreign operations 

Tax effect 

Rec/assification during the year to statement of profit/loss 
Cash flow hedges 

Net investment hedges 

Tax effect 

Other comprehensi11e lm;ome/loss for the year net of tilx 

Total consolldated comprehensi11e income/loss 
a) Attributable to equity holders of the Parent 

b) Attributable to non-controlling interests 

Notes 

Note 29 

Note 29 

Note 25 

Note 29 

Note 25 

(The accompanying Notes 1 to 35 are an integral part of this Consolidated Statement of Comprehensive Income) 

Thousands of euros 

2018 2017 

843,075 758,632 

(20,470) (47,391) 

(22,888) 47,928 

(173,171) 188,186 

129,622 (223,065) 

45,967 (60,440) 

55,132 (28,892) 

18,398 (38,523) 

48,826 

(12,092) 9,631 

34,661 (76,283) 

877,737 682,349 
866,219 675,391 

11,518 6,958 

IAS 1 requires separate disclosure of items which will be reclassified in consolidated statement of profit or loss 
from those which will not, so, it should be noted that in all the above cases the items are eligible far 
reclassification in the consolidated statement of profit or loss. 
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Compañía Española de Petróleos, S.A.U. and Subsidiaries (Consolidated Group) 
Consolidated Statements of Changes in Equity 
for the years ended December 31, 2018 and 2017 

Equity attributable to equity holders of the parent Thousands of euros 
Share Share premium Revaluation Retained Earnings Translation Cash Flow Hedge Net Investment Non-controlling 

ta2ital reserve Reserve Reserve Hedge Reserve lnterest Total 

Balance at 01/01/2018 267,575 338,728 90,936 4,038,294 614,039 {4,733) (429,310) 110,184 5,025,713 
- Openin2 Balance lmpact of IFRS9 - Nota 2.b) 5,253 (691) 4,562 

Balance at 01¿01¿ 2018 after Impact of IFRS 9 267,SlS 338,728 90,936 4,043,547 61.4,039 (4,733¿ (429,310¿ 109,493 5,030,275 
Consolidated profit or loss for the period 830,064 13,011 843,075 
Oth_er_ comprehensive income for the �eri�d 131,115 (1,711) (93,249) (1,493) 34,662 
Total_consolidate_d com_preher:isive income 830,064 131,115 (1,711) (93,249) 11,518 877,737 

Changes due to transactions with shareholders 
- Dividend pa1d - Note 16.e) (160,545) (31,891) (192,436) 
- lnterim dividend far the Finance year - Note 16.e) (189,978) (5,389) (195,367) 

Other changes in equity 
- Capital increa_se/acg_uisition of non-controllinQ interest 22,233 22,233 

Total shareholder transactions (350,523) (15,047) '365,570) 
Balance at 1.2/31/2018 267,575 338,728 90,936 4,523,088 745,154 (6,444) {522,559) 105,964 5,542,442 

Equity attrlbutable to equity holders of the parent Thousands of euros 
Share Share premium Revaluatlon Retained Eamings Translation Cash Flow Hedge Net Investment Non-controlling Total Ca(!ital reserve Reserve Reserve Hedgg Reserve interest 

Balance at 01/01/2017 267,575 338,728 90,936 3,627,487 828,030 (10,376} {570,449) 111,021 4,682,952 

Consolidated profit or loss for the period 742,600 16,032 758,632 
OtheE com�r�h_e_nsive. incom� far t��-p�r1og (2�3,991)_ _5,643 _141

1
139_ .. (9,074) (76,283) 

Total co11!;olidate� com11rehensive income_ 7_42,600 (2!3,991). 5,64_3 141,139 6,958 682,349 

Changes due to transactions with shareholders 
- Dividend paid - Note 16.e) (141,815) (6,598) (148,413) 
- lnterim dividend far the Finance year - Note 16.e) (189,978) (1,197) (191,175) 

Total shareholder transactions (331,793) (7¡795) p39,588) 
Balanceat 12/31/2017 267,575 338,728 90,936 4,038,294 614,039 (4,733) (429,310) 110,184 5,025,713 
(The accompanying Notes 1 to 35 are an integral part of this Consolidated Statement of Changes in Equity) 
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Compañía Española de Petróleos, S.A.U. and Subsidiaries (Consolidated Group) 
Consolidated Statement of Cash Flows 
far the years ended December 31, 2018 and 2017 

Cash Flows from operating activities 
Profit before tax from continulng operatlons 
Depreciation and amortisation charge and impairment losses 
Changes in provisions for contingencies and costs 
Grants related to assets and other deferred income 
Impairment and gains or losses on disposals of financial instruments 
Change in operating allowances 
Finance income and costs 
Share of results of equity accounted investees 
Other changes 

Cash flows generated from operating activities before changes in 
operating working capital 

Changes in operating working capital 

Interest paid 
Interest received 
Dividends received 
Income tax paid 

Other cash flows used in operating activities 

Total cash flows generated from operatlng activities 

Cash Flows used in investing activities 

Payments 
Intangible assets 
Property, plant and equipment 
Finance assets 

Associates and other investments 
Other Finance assets 

Acquisition of subsidiary, net of cash acquired 
Grants received 

Total payments 
Collections 
Intangible assets 
Property, plant and equipment 
Finance assets 

Total collections 

Tot:.al cash flows used in invest:ing activities 

Cash Flows from linancing activities 

Dividends paid 
To equity holders of the Parents 
To non-controlling interests 

Total dividends paid 
Proceeds from borrowlngs 
Repayment of borrowings 
Payments of Finance lease liabilities 
Total cash flows from bank borrowings 

Total cash flows used in financing activities 

Net increase (decrease) in cash and cash equivalents 

Effect of changes in foreign exchange rates 

Cash and cash equivalent:s at beglnnl11p of the period 

Cash and cash equivalents at the end of the period 
Detail of changes of operating worklng capital 

Inventaries 
Trade and other receivables 
Other current Finance assets 
Trade and other payables 
other changes 

Tot;al changes in operating working capital 

Notes 

Note 18 
Notes 13, 19 

Note 7 

Note 7 

Note 6 

Note 4 

Note 16 e) 

(The accompanying Notes 1 to 35 are an integral part of this Consolidated Statement of Cash Flows) 
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Thousands of euros 

2018 2017 

1,130,863 1,053,538 
637,195 955,238 

13,804 7,186 
(32,401) (30,196) 

(8,775) (8,160) 
36,123 9,381 

105,815 19,456 
(23,456) (47,838) 
18,399 (38,523) 

1,877,567 1,920,082 

(504,132} (650,859} 

(111,229) (73,463) 
19,317 38,490 
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Notes to the Consolidated Financia! Statements for the year ended December 31, 2018 

Compañía Española de Petróleos, S.A.U. and Subsidiaries (Consolidated Group) 

l. Corporate information and regulatory framework

a) Corporate information

Compañía Española de Petróleos, S.A.U. (hereinafter "CEPSA") was incorporated on September 26, 1929, 

far an unlimited period of time, with registered address at Paseo de la Castellana, 259 A., Madrid (Spain). 

It is entered in the Madrid Mercantile Register, Volume 588 of the Companies Book, Sheet 35, Page M-

12689. Its Tax Identification Number is A-28003119. 

The sale shareholder and title holder of the entirety of CEPSA shares, representing the 100% of the share 

capital, is Cepsa Holding LLC. The parent company of Cepsa Holding LLC is Mubadala Development 

Company PJSC ("MDC"), ultimately controlled by Mubadala Investment Company PJSC ("MIC"), as of 

December 2018, 31st. 

Cepsa and its investees (hereinafter "the CEPSA Group") form an integrated business Group which 

operates in the oil and gas industry in Spain and abroad, and which engages in business activities related 

to the exploration and extraction of crude oíl and natural gas, the production of petrochemical and energy 

products, asphalts, lubricants and polymers, and their distribution and marketing, gas distribution and 

electricity generation, as well as trading activities. 

b) Regulatory framework

The activities carried out by the Group, in Spain or abroad, are subject to numerous legal, regulatory, 

safety and environmental protection regulations. Any changes that may arise in applicable legislation can 

affect the framework in which these activities are carried out and therefore the results generated by the 

Group's operations. 

The hydrocarbons sector, in which the CEPSA Group operates, is basically regulated by Law 34/1998 of 

October 7th on the Oíl and Gas Sector, amended by Law 11/2013 of July 26th and Law 8/2015 of May 21st 

which regulates certain measures to support entrepreneurship and stimulate growth and tax and non-tax 

measures related to exploration, research and development of hydrocarbons. 

Regarding oil product retailing, Law 11/2013 introduced certain limits on the agreements on exclusive 

supply arrangements for petroleum products between wholesale operators and retailers, which have 

obliged the Group's supply companies to adapt a significant part of the contracts in its network in arder to 

incorporate these limitations. 

Law 8/2015, far its part, introduced significant changes in the activities performed by operators in the oíl 

and gas industry, including drilling, refining, commercialization of petral products, liquid petroleum gas 

("LPG") and natural gas. 

The changes made by Law 8/2015 in the fuels and combustibles industry established certain limits on the 

growth of wholesale operators depending on their market share and established the possibility of retail 

operators supplying each other. 

Regarding natural gas, Law 8/2015 established an organized natural gas wholesale market, to be managed 

by the Market Operator (Mibgas). 
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CEPSA Group also operates in the electricity sector, regulated by Law 24/2013 of December 26th of 

Electricity sector. During 2014, a new remuneration system for renewable energies, including electricity 

cogeneration, was approved, resulting in a majar decrease in the profitability of this type of facility. Royal 

Decree 900/2015 of October 2015 regulating administrative, technical and economic conditions for the 

different types of electrical energy supply with self-consumption and production with self-consumption 

should also be noted. 

By means of Law 18/2014 of October 15th
, a National Energy Efficiency Fund was created in Spain. 

Wholesale operators of oil products or liquefied petroleum gases and natural gas and electricity supply 

companies must contribute to this Fund on a year basis affecting profits in these business areas. 

2. Basis of presentation and Consolidation principies

a) Statement of compliance.

The accompanying Consolidated Financia! Statements were prepared in accordance with the International 

Financia! Reporting Standards (IFRS) issued by the International Accounting Standards Board (IASB) and 

with all the interpretations issued by the International Financia! Reporting Interpretations Committee 

(IFRIC) of the IASB applicable at December 31, 2018 provided that they have been endorsed at that date 

by the European Union with the exception of those applied in advance, if any. 

These Consolidated Financia! Statements for 2018, which have been issued by the Board of Directors of 

Compañía Española de Petróleos, S.A.U. (Cepsa), on February 28, 2019 will be submitted for approval by 

the sole shareholder, and it is expected that they will be approved without any changes. 

The financia! statements of CEPSA Group far 2017 were issued by the Board of Directors of Cepsa in Abu 

Dhabi on March 15, 2018, and approved by the sole shareholder without any change on March, 21, 2018. 

The euro is the presentation currency of these Consolidated Financia! statements. Figures are rounded to 

the nearest thousands, except when otherwise indicated. 

b) Changes in accounting policies

1) EU-approved standards and interpretations applied for the first time in the period.

The accounting policies used to prepare these Consolidated Financia! Statements are the same as those 

applied in the preparation of the Consolidated Financia! Statements for the year ended December 31, 2017, 

except for the application of the new effective Standards as of January 1, 2018. 

IFRS 9 - Financia! Instruments: Classification and measurement 

The IFRS 9 covers classification and measurement of financia! assets and liabilities, hedge accounting, and 

impairment of financia! assets, substituting IAS 39 from January 1, 2018. The Group has applied IFRS 9 

prospectively and the impacts according to the previous sections have been the following: 

(a) Classification and measurement

Applying the measurement and classification requirements of IFRS 9 did not entail significant impact on the 

Group 's financia! statements. 

The financia! assets measured at fair value through profit or loss under IAS 39 continue to be measured at 

fair value under IFRS 9. This category, in practice, is limited to derivatives. 
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With regard to unlisted equity instruments, the Group applies the option of presenting the corresponding 

changes in fair value through profit or lass. This change did not have any significant initial impact on the 

Group financia! statements. 

With respect to loans and commercial debt, the business model test was performed based on two sub

portfolias as follaws: 

• Securitization:

The Company's business model for sub-portfolio of trade receivables subject to securitization involves

maintaining it, either far abtaining contractually agreed upan cash flows or fram their sale. The 

correspanding assets are classified as "Financia! assets at fair value through ather comprehensive

incame".

Thus, this sub-portfolio will no longer be measured at amartized cost, under IAS 39, but at fair value

against equity, under IFRS 9.

At December, 31, 2017, this sub-portfolio reflected a balance of 329.4 million euros, whereas its fair 

value accounted far 329.2 million euros. The negative impact on equity as a result of calculating at fair 

value has been two hundred thousand euros.

• Other:

The Company's business model for the remaining loans and commercial debt, which does not form

part of the securitization portfolio, is to maintain them in arder to obtain contractually agreed upan

cash flows. These items will be measured at amortized cost.

(b) Impairment

IFRS 9 requires the Group to recognize expected credit impairment for ali its debt securities, laans, and 

trade receivables, regardless of whether for a twelve-month time horizon ar more. 

In arder to assess its impact, the Group developed a methodology, the general guidelines of which are as 

follows: 

• Trade receivables:

The Group applies the simplified model for trade receivables, recognizing expected losses for ali trade

debtors. Calculation of PD (Probability of Default) was carried out based on the historical data

available to the Group regarding bad debts (fully impaired) of the last three years, far each of the

different time periods established for the age of debt, based on the following groupings:

the campany that owns the financia! asset 

the business unit to which the debtor belongs 

the age of the debt 

If appropriate, PD may include an adjustment based on a prospective variable which could be 

calculated based on the Strategic Plan of the business area and/or macroeconomic variables. 

• Non-trade receivables:

The methodology applied to this group of specific financia! assets was based on the general three-stage

approach established in IFRS 9 (in contrast to the simplified approach applied to trade receivables

mentioned above), and considering the default status of the debt. Assigning expected PD for the
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following 12 months to stage 1, expected PD far the entire life of the asset to stage 2, and a 100% PD 

to stage 3 considering the debt an incurred loss. 

The PD to be assigned to the debt included in stages one and two was obtained using the hístorical 

probabilities of non-payment published annually by S&P, and based on the risk of the debtor (high, 

medíum, low). 

Based on this methodology, the Group evaluated the impact as at December, 31, 2017, obtaining the 

following results: 

1. Regarding trade receivables (with the exception of the securitization sub-portfolio), the

impairment provision has increased from 140 million euros under IAS 39 to 147 million euros

under IFRS 9, based on gross trade receivables at amortized cost totaling 1,864.9 million euros.

2. In non-trade receivables, the impairment provision has increased from 27 million euros under

IAS 39 to 30 million euros under IFRS 9, based on a gross amount totaling 354 million euros.

(c) Hedge accounting

The Group considers that it is able to continue qualifying all existing hedging relationships, currently 

designated as effective hedges, as hedges in accordance with IFRS 9. Thus, there is no impact resulting 

from the initial application of this standard. 

( d) Refinancing of financia! liabilities

In application of the IASB's 2017 interpretation on the treatment of the refinancing of financia! liabilities 

under IFRS 9, contractual cash flows of refinanced debt must be discounted at the original effective 

interest rate, revised with the associated commissions, instead of the new rate resulting from the 

refinancing operation. 

The difference obtained will have an impact on the Consolidated Statement of Profit or Loss as an expense 

or income at the date of the refinancing, although, given the retrospective nature of this interpretation, far 

those transactions carried out prior to 1 January 2018, the existing difference has been recorded against 

Reserves. 

The impact on the CEPSA Group of this Interpretation involves an initial reserve of approximately 10 million 

euros (net of tax effeet), as well as a reduction in the amount of debt to approximately 13 million euros. 

This lower debt amount will be reclassified to the Consolidated Statement of Profit or Loss as a higher 

financia! cost in arder to record the debt at the original effective interest rate during future periods. 

The impact of the application of IFRS 9 on the statement of the balance sheet as at 31 December 2017 is 

explained in more detail below: 
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Adjusbnent IFRS 9 Dec 31, 2017 
As originally IFRS 9 

Assets presented Impact At Jan 1, 2018 
No�current assets 

Intangible assets 606,134 606,134 
Consolidated Goodwill 122,708 122,708 
Property, plant and equipment 4,344,709 4,344,709 
Investments in associates and joint ventures 447,132 73 447,205 
Non-current Finance assets 122,042 647 122,689 
Deferred tax assets 761 723 4 868 766 591 
Total non-current assets 6t_404l448 5t_588 6,410,036 
Current assets 

Inventories 1,925,666 1,925,666 
Trade and other receivables 2,179,884 (6,994) 2,172,890 
Current income tax assets 75,284 75,284 
Other current Financia! assets 205,348 (3,169) 202,179 
Other current assets 9,954 9,954 
Cash and cash eguivalents 545,637 545,637 

Total current assets 4,941.,773 (J.0,J.632 4,931.,61.0 
Totll assets u,346t,221 (4,5752 1.1,341,646 

Shareholder's Eguity and Liabilitíes 
Equity 

Shareholder's equity 4,735,533 5,464 4,740,997 
Adjustments for changes in value 179,996 (211) 179,785

Non-control/in(!_ interest 110,184 (691) 109,_493

Total t!!]_Ui/¿f__ 5,0�71J 4,562 5,030,275 
Non-current liabilities 

Bank borrowings 1,628,425 (12,687) 1,615,738 
Deferred tax liabilities 296,017 3,550 299,567 
Capital grants 30,598 30,598 
Provisions 525,341 525,341 
Other □on-current liab�iUes 199 965 199,965 

Total non-current llabllltfes 2,68°'-346 �1372 2,671.,209 
Current liabilities 

Bank borrowings 639,348 639,348 
Trade and other payables 2,973,814 2,973,814 
Current income tax liabilities 15,136 15,136 
Other current liabilities 11 864 11 864 

Total current liilbllltles 3,640,162 3,640,J.62 
Tot;JJ equig,_ and /fablllties 11,346,221 (4¿_7s¿ 11,34!;_646 

IFRS 15 - Revenue from Contracts with Customers 

IFRS 15 was published in May 2014, and modified in 2016, establishes a new five-step model applicable to 

measurement of revenue arising from contracts with customers. In accordance with IFRS 15, the revenue 

is recognized at an amount that reflects the consideration to which an entity expects to be entitled when 

providing goods or services to a client. 

This new standard derogates all previous standards relating to income recognition. Retroactive application 

is required, either complete or partial, far the years starting from January 1, 2018 or subsequently, and 

early application is allowed. The Group has adopted the new standard at the stipulated effective date using 

the modified total retroactive method with the corresponding accumulated effect at the moment of initial 

application of this standard. Therefore, the comparative information has not been updated and is 

presented in accordance with IAS 18. 

There has been no impact on the consolidated statement of balance sheet or the Consolidated Statement 

of Profit or Loss but only a change in the systematic record of certain operations. The evaluation of the 

impact on the application of IFRS 15 is as follows: 
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(a) Sale of goods

This standard had no impact on the Group 's results in those contracts with customers in which sales are 

generally the only contractual obligation. Recognition of revenue is registered when control is transferred 

to the customer, in general when the goods are delivered. 

(b) Services rendered

In general, the Group's products are sold via contracts under INCOTERMS. Based on the specific 

INCOTERM, the sale and transport of the product is included. The income from the product sale is 

recognized at the moment control is transferred (as described in section "(a) Sale of goods") and income 

from the remaining obligations, mainly transportation, are recognized to the extent control of the service is 

being transferred. 

The disclosure requirements prescribed in IFRS 15 are detailed by categories, as defined in the Note of 

Segments reporting. (Note 6). 

Any impairment loss recognized (in accordance with IFRS 9) on any trade receivables ar contract assets 

arising from the contracts of an entity with customers, will be disclosed separately from the impairment 

losses of other contracts. 

2) Standards and interpretations published by the IASB, but not applicable in the period

The Group intends to adopt standards, interpretations and amendments issued by the IASB that are not 
obligatory in the EU at the date of these Consolidated Financia! Statements at the time they come into 

effect, if applicable. The Group is currently analyzing their impact. Based on the analysis conducted to 

date, the Group believes that their first-time application will not have a material impact on the 

Consolidated Financia! statements, except IFRS 16. 

IFRS 16 - Leases 

General im act of application of IFRS 16 Leases 

IFRS 16 provides a comprehensive model for the identification of lease arrangements and their treatment 

in the financia! statements far both lessors and lessees. 

This standard will supersede IAS 17 - Leases and the related Interpretations when it becomes effective far 

accounting periods beginning on or after January 1, 2019. 

IFRS 16 eliminates the dual accounting model far lessees, which distinguishes between the finance lease 

contracts recognized on the balance sheet and the operating lease contracts, for which future leases 

payments are not required to be recognized. Instead, a single model is established, in the balance sheet, 

similar to the current finance lease model. 

lrnQact of the new definition of a lease 

Toe Group will make use of the practica! expedient available on transition to IFRS 16 not to reassess 

whether a contract is or contains a lease. Accordingly, the definition of a lease in accordance with IAS 17 

and IFRIC 4 will continue to apply to those leases entered or modified befare January 1, 2019. 

The change in definition of a lease mainly relates to the concept of control. IFRS 16 distinguishes between 

leases and service contracts on the basis of whether the use of an identified asset is controlled by the 

customer. Control is considered to exist if the customer has: 

- The right to obtain substantially all of the economic benefits from the use of an identified asset; and

CEPSA Group - 14 -



��CEPSR 

- The right to direct the use of that asset.

The Group will apply the definition of a lease and related guidance set out in IFRS 16 to all lease contracts 

entered into or modified on or after January 1, 2019 (whether it is a lessor or a lessee in the lease 

contract). 

Impact on Lessee Accounting 

Operating /eases 

IFRS 16 will change how the Group accounts for leases previously classified as operating leases under IAS 

17, which were off-balance sheet. 

On initial application of IFRS 16, for all leases (except as noted below), the Group will: 

a) Recognize right-of-use assets and lease liabilities in the consolidated statement of financia! position,

initially measured at the present value of the future lease payments;

b) Recognize depreciation of right-of-use assets and interest on lease liabilities in the consolidated

statement of profit or loss;

c) Separate the total amount of cash paid into a principal portion and interest (presented within operating

activities) in the consolidated cash flow statement.

Under IFRS 16, right-of-use assets wíll be tested for impairment in accordance with IAS 36 Impairment of 

Assets. 

For short-term leases (lease term of 12 months or less) and leases of low-value assets (such as personal 

computers and office furniture), the Group will opt to recognize a lease expense on a straight-line basis as 

permitted by IFRS 16. 

As at December 31, 2018, the Group has non-cancellable operating lease commitments of 980 million 

euros. (Note 23) 

In the CEPSA Group the -Modified Retroactive Transition Approach- has been chosen. The liability will be 

valued by the present value of the payments for pending leases, using the incremental type of 

indebtedness at the date of initial application and the asset will be equal to the liability. 

A preliminary assessment indicates that most of these arrangements relate to leases other than short-term 

leases and leases of low-value assets, and hence the Group will recognize a right-of-use asset of 800 

million euros approximately and a corresponding lease liability for the same amount, in respect of all these 

leases. The impact on profit or loss is to decrease Other expenses by 130 million euros, to increase 

depreciation by 117 million euros and to increase interest expense by 21 million euros, all of them 

approximate amounts. 

Under IAS 17, all lease payments on operating leases are presented as part of cash flows frorn operating 

activities. 

The impact of the changes under IFRS 16 would be to reduce the cash generated by operating activities by 

CU befare changes in working capital and to increase the total net cash flows generated from operating 

activities by the same amount. 

Finance leases 

The main differences between IFRS 16 and IAS 17 with respect to assets formerly held under a finance 

lease is the measurement of the residual value guarantees provided by the lessee to the lessor. IFRS 16 

requires that the Group recognizes as part of its lease liability only the amount expected to be payable 

under a residual value guarantee, rather than the rnaximum amount guaranteed as required by IAS 17. 
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On initial application the Group will present equipment previously included in property, plant and 

equipment within the line item far right-of-use assets and the lease liability, previously presented within 

borrowing, will be presented in a separate line far lease liabilities. 

Based on an analysis of the Group's finance leases as at 31 December 2018 on the basis of the facts and 

circumstances that exist at that date, the directors of the Companies have assessed that the impact of this 

change will not have a significant impact on the amounts recognized in the Group's consolidated financia! 

statements. 

l.!nQact on Lessor AccountJo.g 

Under IFRS 16, a lessor continues to classify leases as either finance leases or operating leases and 

account far those two types of leases differently. However, IFRS 16 has changed and expanded the 

disclosures required. 

Under IFRS 16, an intermediate lessor accounts far the head lease and the sublease as two separate 

contracts. 

The intermediate lessor is required to classify the sublease as a finance or operating lease by reference to 

the right-of-use asset arising from the head lease (and not by reference to the underlying asset as was the 

case under IAS 17). 

Because of this change the Group will reclassify certain of its sublease agreements as finance leases. As 

required by IFRS 9, an allowance far expected credit losses will be recognized on the finance lease 

receivables. The leased assets will be derecognized and finance lease asset receivables recognized. This 

change in accounting will change the timing of recognition of the related revenue (recognized in finance 

income). 

e) Accounting estimates, assumptions and significant adjustments

The infarmation in these Consolidated Financia! Statements is the responsibility of the directors of the 

parent company, who expressly declare that the entirety of IFRS policies and principies have been applied. 

Far the preparation of the accompanying Consolidated Financia! Statements, in accordance with IFRS, the 

directors have to use estimates, assumptions and significant judgments that could affect the final results 

presented in these Consolidated Financia! Statements. These basically relate to the following: 

• Determining the recoverable amount in arder to calculate impairment losses on certain assets:

Intangible assets, Property, Plant and Equipment and Investments in associates and joint ventures

(Note 3.h).

• The process of estimating reserves (1), is a key part of the Company, s decision making-process. The

volume of oil and gas reserves, proved and probable (2P) is considered to calculate amortization

charges applying the unit of production method. Likewise reserves (2P), together with contingent

resources, are considered in the evaluation of the recoverable amounts of the investments in

Exploration and Production assets. The Cepsa Reserves and Contingent Resources Evaluation

Procedure follows the guidelines established by the SPE, AAPG, WPC, SPEE and SEG in March 2007,

revised in November 2011 and known by the abbreviated term "SPE-PRMS" (Petroleum Resources

Management System), far which determination it takes into account estimates of the oil and natural

gas existing in the place, recovery factors, hypotheses of price farecasts, estimations of operating costs

and investments, and other factors.

111 Every two years the registered volumes are audited by independent engineering firms. Tñe estimation of reserves performed 
by these firms in 2018 did not result in significant differences with those registered in the Group.
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• The record of dismantling provisions associated with its hydrocarbons production activities (Note

20). The dismantling provisions are regularly updated to reflect trends in estimated costs and the

discount rates. The complexity of this calculation is both in the initial recognition of the present

value of the estimated future costs and in the subsequent adjustments made to represent the

passing of time, as well as the changes in estimates due to changes in the assumptions initially

used due to technological advances, regulatory changes, economic, political and environmental

safety related factors, variations in schedules or in operation conditions, etc.

• The assessment of potential effects of legal claims and contingencies, for which the Group relies

on the opinion of its legal counsel, that are based on their best professional judgment and take

into account the present situation of the proceedings and the accumulated legal experience

regarding the different issues. Since the results of the claims and contingencies may ultimately be 

determined by the courts, they may be different from those that are initially expected.

• Likewise, regarding tax and legal provisions, the assessment of possible claims and contingencies

results is based on the opinions of the Company's legal and tax advisors and takes into account

the situation at the time of legal proceedings as well as their accumulated experience.

• Additionally, the Group makes judgments and estimates for the recording of costs and the

recognition of provisions for environmental restoration and remediation costs which are based on

current information regarding costs and expected plans for remediation. Most of the restoration

events are many years in the future and the precise requirements that will have to be met when

the event occurs are uncertain. Decommissioning technologies and costs are constantly changing,

as well as political, environmental, safety and public expectations.

• The process of valuation of assets and liabilities in business combinations requires, on the part of

Group management, the judgments and estimates indicated in Note 4.

• When the fair values of financia! assets and financia! liabilities recorded in the Balance Sheet

cannot be measured based on quoted prices in active markets, their fair value is measured using

valuation techniques including the DCF model. The inputs to these models are taken from

observable markets where possible, but where this is not feasible, a degree of judgement is

required in establishing fair values. Judgements include considerations of inputs such as liquidity

risk, credit risk (own and counterparty) and volatility (Note 28). Changes in assumptions about

these factors could affect the reported fair value of financia! instruments (Note 30).

• The useful life of the property, plant and equipment and intangible assets (Note 3.f and 3.g).

• The measurement of provisions for liabilities (Note 3.p).

o The recognition of deferred tax assets. They are recognized to the extent that it is probable that

sufficient taxable profit will be available to enable them to be offset. Significant management

judgement is required to determine the amount of deferred tax assets that can be recognized,

based upon the likely timing and the leve! of future taxable profits, together with future tax

planning strategies, as well as the offset period.

• The assessment of the expected losses, according to IFRS 9, incorporate the PD (Probability of

Default), an adjustment based on forward looking estimates of the Strategic Plan of the business

area and / or macroeconomic variables.

Although these estimates were made on the basis of the best information available at December 31, 2018 

on the events analyzed, events that take place in the future might make it necessary to change these 

estimates (upwards or downwards) in coming years; changes in accounting estimates would be applied 

prospectively in accordance with the requirements of IAS 8, recognizing the effects of the change in 

estimates in the corresponding Consolidated Statement of Profit or Loss. 
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3. Summary of relevant accounting policies

The main criteria applied in the preparation of the Consolidated Financia! statements, are: 

a) Basis of consolidation, subsidiaries, associates and joint arrangements

Subsidiaries 

Ali the companies over which Cepsa exercises direct or indirect control were fully consolidated. Control is 

achieved when the Group is exposed, or has rights, to variable returns from its involvement with the 

investee and has the ability to affect those returns through its power over the investee. Consolidation of a 

subsidiary begins when the Group obtains control over it and ends when loses that control. 

Specifically, the Group controls an investee if, and only if, the Group has: 

(a) Power over the investee

(b) Exposure, or rights, to variable returns from its involvement with the investee

(c) The ability to use its power over the investee to affect its returns

Generally, there is a presumption that a majority of voting rights results in control. To support this 

presumption and when the Group has less than a majority of the voting or similar rights of an investee, the 

Group considers ali relevant facts and circumstances in assessing whether it has power over an investee, 

including: 

(a) The contractual arrangement(s) with the other vote holders of the investee

(b) Rights arising from other contractual arrangements

(c) The Group's voting rights and potential voting rights

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there 

are changes to one or more of the three elements of control (Note 3.b). 

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity 

transaction. If the Group loses control over a subsidiary, it derecognizes the related assets (including 

goodwill), liabilities, non-controlling interest and other components of equity, while any resultant gain or 

loss is recognized in Profit or Loss. Any investment retained is recognized at fair value. 

AII material balances, transactions, and results between companies accounted for using the full 

consolidation method have been eliminated on consolidation. In addition, based on the percentage of 

ownership interest, balances, income, expenses and results from transactions with companies accounted 

for using the equity method have also been eliminated. AII accounting principies and procedures used by 

Group companies have been standardized. Furthermore, all mandatory accounting principies and policies 

with a significant effect on these Consolidated Financia! Statements have been applied. 

The share of the non-controlling interests in the equity and profit of the CEPSA Group's consolidated 

subsidiaries is presented under "Non-controlling interests" in the Consolidated Balance Sheet, the 

Consolidated Statement of Profit or Loss, the Consolidated Statement of Comprehensive Income and the 

Consolidated Statement of Changes in Equity. 
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Associates 

An associate is an entity over which the Group has significant influence. Significant influence is generally 

deemed to be exercised over companies which are between 20% and 50% owned. In other companies 

with lower degree of ownership, significant influence is also exercised due, among other factors, to the 

CEPSA Group being present on the Board of Directors and a high volume of commercial operations 

between them (Note 7). 

Joint Ventures 

Under IFRS 11 Joint Arrangements investments in joint arrangements are classified as either joint 

operations or joint ventures. The classification depends on the contractual rights and obligations of each 

investor, rather than the legal structure of the joint arrangement. Cepsa has both joint operations and joint 

ventures. 

A joint venture is a type of joint arrangement whereby the parties that have joint control of the 

arrangement have rights to the net assets of the joint venture. Joint control is the contractually agreed 

sharing of control of an arrangement, which exists only when decisions about the relevant activities require 

the unanimous consent of the parties sharing control. 

A joint operation is a type of joint arrangement whereby the parties that have joint control of the 

arrangement have rights to the assets and obligations far the liabilities, relating to the arrangement. These 

parties are called joint operators. Cepsa has these type of joint arrangements particularly in the area of 

exploration and production. 

In relation to its interests in joint operations, the Group recognizes its: 

• Assets, including its share of any assets held jointly

• Liabilities, including its share of any liabilities incurred jointly

• Revenue from the sale of its share of the output arising from the joint operation

• Share of the revenue from the sale of the output by the joint operation; and

• Expenses, including its share of any expenses incurred jointly

The Group's investments in its associate and joint venture are accounted far using the equity method. 

Under the equity method, the investment in an associate or a joint venture is initially recognized at cost. 

The carrying amount of the investment is adjusted to recognize changes in the Group's share of net assets 

of the associate or joint venture since the acquisition date. Goodwill relating to the associate or joint 

venture is included in the carrying amount of the investment and is not tested far impairment separately. 

After application of the equity method, the Group determines whether it is necessary to recognize an 

impairment loss on its investment in its associate or joint venture. At each reporting date, the Group 

determines whether there is objective evidence that the investment in the associate or joint venture is 

impaired. If there is such evidence, the Group calculates the amount of impairment as the difference 

between the recoverable amount of the associate or joint venture and its carrying value, then recognizes 

the loss as "Share in profits of associates and joint ventures" in the Consolidated Statement of Profit or 

Loss. Upon loss of significant influence over the associate or joint control over the joint venture, the Group 

measures and recognizes any retained investment at its fair value. Any difference between the carrying 

amount of the associate or joint venture upan loss of significant influence or joint control and the fair value 
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of the retained investment and proceeds from disposal is recognized in the Consolidated Statement of 

Profit or Loss. 

Ali subsidiaries, associates and jointly-controlled entities within the CEPSA Group have a December 31 th 

closing date. 

b) Business combinations and Goodwill on consolidation

Business combinations are accounted far using the acquisition method. The acquisition method entails the 

recognition in the books at the acquisition date of the identifiable assets acquired and liabilities assumed at 

their fair value on that date, provided that this value can be reliably established. 

The Group recognizes any non-controlling interest in the acquired entity on an acquisition-by-acquisition 

basis either at fair value or at the non-controlling interest's proportionate share of the acquired entity's net 

identifiable assets. Acquisition-related costs are expensed as incurred. 

Acquisition cost consists of the fair value of the delivered assets, of the issued equity instruments and of 

the incurred liabilities assumed at the exchange date, as well as of any additional consideration that may 

depend on future events (provided that it is probable and can be reliably measured). 

When the Group acquires a business, it assesses the financia! assets and liabilities assumed far appropriate 

classification and designation in accordance with the contractual terms, economic circumstances and 

pertinent conditions as at the acquisition date. 

Any excess of the acquisition cost over the fair value of their net assets (assets acquired less liabilities 

assumed) at the date of acquisition is included under "Goodwill." Any shortfall in the acquisition cost of the 

consolidated subsidiaries below the fair value of their net assets is recognized in the Consolidated 

Statement of Profit or Loss. (Note 9). 

The fair value of net assets comprises the fair value of the assets and liabilities that are identifiable and 

meet the other requirements far their recognition and, lastly, the contingent liabilities which can be reliably 

measured. 

In accordance with IFRS 3 and IAS 36, goodwill is not amortized, but rather, is tested far impairment at 

least once a year or more frequently if there is any indication of impairment (Note 3.h) 

Goodwill is deemed to be an asset of the acquired company. Consequently, goodwill in fareign currency 

pertaining to the Group companies' resident abroad with a functional currency other than the euro is 

translated to euros at the exchange rates prevailing at the date of the Consolidated Balance Sheet, and 

any resulting variations are recognized as translation differences. 

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer's 

previously held equity interest in the acquired company is remeasured to fair value at the acquisition date. 

Any gains or losses arising from such remeasurement are recognized in Profit or Loss. 

When the initial accounting far a business combination is incomplete at the end of the reporting period in 

which the business combination occurs, paragraph B67 of IFRS 3 requires issuers to disclose that fact and 

provide the provisional amounts of assets, liabilities, non-controlling interests or items of the consideration 

paid. Additionally, issuers should disclose the reasons why the business combination accounting is 

incomplete and the nature and amount of any measurement period adjustments recognized during the 

reporting period. 
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e) Segment reporting

CEPSA Group has reorganized in 2018 its businesses segments in faur business segments: Exploration and 

Production, Refining, Marketing and Petrochemicals. Far these segments, there are responsible managers 

and infarmation is reported using this structure to the Board of Directors. The results of these segments 

are regularly reviewed by the highest operating decision-making authority to decide on the resources to be 

allocated and assess performance (Note 6.a). 

The key financia! data reported for these segments are as fallows: 

• EBITDA consists of revenue and expense originated in the activity of each operating segment and 

excludes amortization, impairment and gains or losses from their assets, as well as financia! income

or costs and results from investments accounted far by the equity method.

• Adjusted Management Operating Results (Operating Profit/Loss) included in Note 6 on segment

reporting has been prepared by using the same basis used far the interna! infarmation for their

management.

Accordingly, due to the special nature of certain economic events, sorne income and expense items are 

classified as "Non-recurring items" and are excluded from the segment results (Note 6.c). These non

recurring items generally relate to transactions that are significant but unusual and to the difference in the 

value of inventaries between average unit cost -used in the financia! statements- and replacement cost -

used far the management measurement of business operative segments performance, as well as far year

on-year comparison. 

Adjusted capital employed is reported in the section on operative segment assets and liabilities. Adjusted 

capital employed is made up of non-current non-financia! assets plus working capital (adjusted to 

replacement cost) less non-current non-financia! liabilities, which is equal to the Group's financia! structure 

(equity plus net borrowings). Net borrowings basically consist of current and non-current borrowings minus 

cash and cash equivalents. 

In the cash flow section of the segments is infarmed on both operating cash flows from operating activities 

befare change in operating working capital and cash flow from investing activities to present the 

calculation of free cash flows befare change in working capital. 

The infarmation disclosed in relation to the geographical segments in which the Group carries on its activity 

was prepared based on the location of the assets, while infarmation on income was prepared based on the 

location of customers. 

d) Non-current assets held for sale and discontinued operations

The entity measures non-current assets (or disposal groups) classified as held far sale, at the lower of 

carrying amount and fair value less costs to sell. Non-current assets (or disposal groups) are classified as 

held far sale if their carrying amount is recovered through a sale transaction and not continued use, or of a 

distribution to the owners, instead of through their continued use. 

This condition is considered to be fulfilled when the sale is highly probable and the asset is available for 

immediate sale in its present condition. The sale should presumably be completed within one year of the 

asset's classification as held far sale. 

Once they have been classified as held far sale, tangible and intangible assets held are not depreciated or 

amortized. 
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A discontinued operation is a component that has been sold or otherwise disposed of or has been classified 

as held for sale and 

• Represents a separate line of business or geographical area.

• Forms part of an individual and coordinated plan to sell or otherwise dispose of a separate line of

business or geographical area of operations; or

• Is a dependent entity acquired exclusively with a view to its subsequent sale.

In the Consolidated Statement of Profit or Loss for the reporting period and prior- year comparison, the 

results of discontinued operations are reported separately from those of continuing operations. 

e) Foreign currency transactions and translation of financia! statements in foreign

currencies

Foreign currency transactions are converted to the functional currency of each business by applying the 

exchange rates prevailing at the transaction date. Any exchange gains or losses that arise are recognized 

in the Consolidated Statement of Profit or Loss. 

Additionally, monetary items in foreign currency are restated at the functional currency at the year-end 

rates. Differences with respect to the exchange rates prevailing at the transaction date are also recognized 

in the Consolidated Statement of Profit or Loss. 

The Financia! Statements of Group operations which have a functional currency other than the euro, are 

translated to euros by applying the "year-end exchange rate" method, consisting of translating assets and 

liabilities at year-end exchange rates, income and expenses at the average weighted exchange rates for 

the year and equity at the historical exchange rates. Toe resulting translation differences are recognized in 

equity under "Translation differences" in the accompanying Consolidated Balance Sheet. 

The effect of fluctuations in exchange rates on each ítem is shown in "Other changes" in the respective 

tables. 

f) Intangible assets

f.1) Exploration and production intangible assets

Investments in exploration and production are recognized using the 'successful efforts' method, whereby 

the accounting treatment of the various costs incurred is as follows: 

Exploration and Evaluation Costs 

Exploration costs, prior to well drilling, are charged to profit and loss as incurred, via capitalization and 

automatic amortization/depreciation in the same month. Acquisitions of exploration rights are capitalized 

and feasibility analyses and impairment tests, where warranted, are performed periodically for each CGU 

basis based on the results of exploration (Note 3.h). Exploration rights are amortized since its acquisition 

over a period not exceeding the term of the contract. In the case of the discovery of proven reserves, the 

carrying amount is transferred to "Oil and Gas Assets" once the development is over and production 

begins, using the units of production method of depreciation. 

Drilling costs are capitalized temporarily until it is determined whether proven reserves have been 

discovered, in which case they are transferred to "Oil and Gas Assets" in PP&E. Conversely, if the outcome 

is negative, they are charged to profit and loss. The event which determines the transfer of an intangible 

asset to PP&E asset occurs when governmental authorization is obtained for the commercial exploitation of 

a field during a specific period. 
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Exploration and production assets acquired through business combination: 

Assets incorporated as a result of a business combination are classified under the heading "Possible or 

contingent reserves" or under the heading "Proven reserves", depending on the development phase in which 

such an asset is Reserves acquired in abusiness combination are not passed to PP&E and follow the 

depreciation criterion of their exploration and production asset. 

f .2) Other items of intangible assets 

Intangible assets are measured at acquisition cost, and are tested far impairment when there are 

indications of impairment, and at least annually far assets with indefinite useful lives and far assets that 

are not yet available far use (Note 3.h) 

Research and development expenditure is recognized in the Statement of Profit or Loss as incurred, except 

in the case of development expenses relating to projects which have recognized the technical and 

commercial feasibility, which are capitalized and amortized over their useful lives. 

Manufacturing license rights are amortized at the same rates as those used to depreciate the industrial 

units to which they relate. Service station surface rights and flagging contracts are amortized over an 

average of 20 and 5 years, respectively, based on the contracts far transactions of this type, and computer 

software is amortized over a maximum of five years. 

Other intangible assets include the transportation right of the Central Oíl Pipeline (OCENSA) of Colombia. 

In 2018, after the assets making up the CGU if Colombia were reviewed, it was considered that the 

OCENSA right of use is included in it, since all its activity flows are closely related and it was then 

amortized by technical production units (TPU), just like the other assets in that CGU, and during the life of 

the right. Until 2017, this fixed asset was amortized on a straight-line basis over 30 years, the time 

estimated as the useful life of that right of use, as the legal usage concession period was established in 

2046. 

The useful lives the Group takes into account to amortize intangible assets are as follows: 

Amortization of Intangible Assets 

Exploration and Evaluation Assets 

Concessions, Patents / License rights *

Software 

Goodwill 

Other Intangible Assets **

Useful lives 

Successful efforts method 

Up to 50 

Up to 5 

Indefinite 

Up to 48 

* Licensing on sorne petral stations, Company Owned Company Operated (COCO), has a useful live of 45 years.

** !\mong Other intangible assets, petral stations flagging contracts and other management contracts are included, 

with useful lives contained within the indicated range. 

In compliance with the commitments to reduce greenhouse gas emissions assumed by the European Union 

in May 2002, - the Kyoto Protocol - various EU and national regulations were issued, which led to the 

approval, through Royal Decree 1722/2012 of December 28th
, of the National Emission Allowance 

Assignment Plan, which is in force for 2013-2020. 

Allowances received for no consideration under the National Emission Allowance Assignment Plan are 

measured at the market price prevailing at the beginning of the year to which they relate, with the 

balancing entry under Grants. 
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Emission allowances are recognized as non-amortizable intangible assets, and initially measured at 

acquisition cost, and are derecognized when they are delivered, transferred to third parties ar meet the 

conditions established far their expiry (Note 8). 

Pursuant to current legislation, the CEPSA Group must deliver C02 emission allowances equal to the 

volume of emissions made during the year in the first few months of the following year. 

If the net realizable value of emission allowances is less than their carrying amount, the value of the 

allowances owned will be written down to market value. If these allowances are acquired, the appropriate 

impairment of intangible assets is recognized or, if they are received from public authorities far no 

consideration, the value of the intangible assets is adjusted against "Release of non-financia! fixed and 

other grants" in the Consolidated Statement of Profit or Loss. 

g) Property, plant and equipment

g.1) Exploration and production tangible assets (Oil and Gas assets)

Investments in exploration and production are recognized using the 'successful efforts' method, whereby 

the accounting treatment of the various costs incurred is as fallows: 

Exploration and Evaluation Costs are accounted under the Intangible heading (Note 3.f.1) 

Oil and Gas Assets in production phase: 

Investments relating to the acquisition of preven reserves -excluding those arisen in a business 

combination-, the development of fields and the construction of production plants, as well as the estimated 

present value of abandonment costs, are capitalized and depreciated over the estimated life of the field 

based on the proven and probable as recoverable reserves extracted (unit-of-production method) at the 

beginning of each year. 

With respect to joint production contracts, this calculation is based on the proportion of production and 

reserves assigned to the Group taking account of the estimates based on the contractual clauses. 

Impairment tests are performed periodically for each CGU and any impairment losses are recognized in the 

Consolidated Statement of Profit ar Loss (Note 3.h). 

g.2) Other items of property, plant and equipment

Property, plant and equipment is initially recognized at acquisition cost. Cost includes the acquisition cost 

and staff costs and other items related directly to these assets, as well as financia! costs accrued only 

during the construction period. It also includes the estimated present value of the abandonment costs to 

be borne by the CEPSA Group, where appropriate. 

Assets acquired befare December 31, 2003, are revalued, where appropriate, pursuant to applicable 

legislation. 

The costs of expansion, modernization or improvements leading to increased productivity, capacity or 

efficiency or to a lengthening of the useful lives of the assets are capitalized as an investment. Periodic 

maintenance, upkeep and repair expenses are recognized in the Statement of Profit or Loss in the year 

they are incurred. Retired assets and the related accumulated depreciation are derecognized. 

Assets held under finance leases are presented in the Balance Sheet by recognizing an asset and a liability 

for the same amount, equal to the lower of the fair value of the leased asset and the present value of the 

mínimum lease payments. These assets are recognized based on the nature of the leased asset and are 

depreciated on the basis of their useful lives. Assets held under finance leases are subject to the same 

rules with respect to impairment as any other ítem of property, plant and equipment. 
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At the reporting date, the Group assesses whether there is any indication of impairment of property, plant 

and equipment. If such indication exists, the asset is tested for impairment, and where appropriate, the 

related impairment loss is recognized (Note 3.h). 

The Group depreciates its property, plant and equipment, net of their residual value, using the straight-line 

method, at rates based on the following years of estimated useful life: 

Depreciation of property, plant and equipment 

Buildings and other structures 

Complex and specialized plants 

Oil and Gas Assets 

Machinery, installations, fixtures and furnishing 

Other items 

h) Impairment of non-current assets

Useful lives 

33 to 50 

12 to 33 

Production Units 

10 to 15 

4 to 20 

At the reporting date or whenever there are circumstances requiring it with respect to its Consolidated 

Balance Sheet, the CEPSA Group assesses whether there is any indication of impairment of property, plant 

and equipment, intangible assets, or investments in associates and joint ventures such as fall in the crude 

oíl price, anticipated losses, reduction of activity or crisis environment in the country, proceeding, and 

where appropriate, estimates the recoverable amount thereof. Additionally, regardless of whether such an 

indication exists, the carrying amount of intangible assets with indefinite useful líves and of goodwill is 

compared with their recoverable amount at least once per year. (Notes 3.a, 3.f and 3.g) 

In accordance with IAS 36, a cash-generating unit (CGU) is the smallest identifiable group of assets that 

generates cash inflows that are largely independent of the cash inflows from other assets or groups of 

assets. 

For these purposes, assets are grouped in cash generating units (CGU) when, individually taken, they do 

not generate cash flows separately from others generated from other assets of the CGU. The grouping of 

the assets in different CGUs implies the making of professional judgments and the consideration, among 

other parameters, of the business segments and the geographic areas in which the company operates. 

• Petrochemicals: each CGU corresponds to one of the industrial plants.

• E & P: each CGU corresponds to one of the different contractual areas commonly known as "blocks";

as an exception, in cases where the cash flows generated by several blocks are interdependent with

each other, these blocks are grouped into a single CGU, as is the case of the Algerian or Colombia

CGU.

• Refining and Marketing: it is considered a single CGU due to the interrelation of flows that exists

throughout its production process. Within the refining segment, only in the area of gas and electricity

each plant corresponds to a CGU since they have an individual retribution by the Spanish Government.

1n order to perform the aforementioned impairment test, the carrying amount of the cash generating unit 

(CGU) will: 

a) Include the carrying amount of only those assets that can be attributed directly, or allocated on a

reasonable and consistent basis, to the CGU and will generate the future cash inflows used in

determining the CGU's value in use;
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b) Not include the carrying amount of any recognized liability, unless the recoverable amount of the

CGU cannot be determined without consideration of this liability. Regarding E&P assets, the liabilities

for dismantling are aggregated both to the book value and to the value in use of the assets.

The goodwill acquired in a business combination is allocated among the CGUs or CGU groups that benefit 

from the synergies of the business combination, and an estímate of their recoverable value is performed, 

within a business segment scope. 

However, since the segments (see Note 6) in general are bigger than the CGUs, the segments cash flows 

are considered, separately, for the impairment tests of the goodwill associated with them. 

The recoverable amount of each CGU is determined as the higher of the value in use and the fair value 

less cost to sell or disposal, which would be obtained from the CGU's assets. 

In assessing value in use, the estimated future cash flows are discounted to their present value using a 

pre-tax discount rate that reflects current market assessments of the time value of money and the risks 

specific to the asset for which the estimates of future cash flows have not been adjusted, using 

assumptions which are consistent with the CEPSA Group's 2019-2023 strategic plan. 

These projections cover the following five years, and include a residual value appropriate to each business 

for which a constant expected growth rate is used that ranges from 0% to 2.5% based on the business 

under analysis and expected long-term CPI. For the purpose of calculating residual values, the only 

investment considered is maintenance capital expenditure and any investment needed for renovation 

purposes in order to maintain the asset's or CGU's productive capacity. 

Valuations of Exploration & Production assets (Upstream) use cash flow projections for a period that covers 

the economically productive lives of the oil and gas fields, limited by the contractual expiration of the 

operating permits, agreements or contracts. The general principies applied to determine the variables that 

most affect the cash flows of this business line are described below: 

a) Oil and gas sales prices

Estimated crude oíl prices used to project cash flows of each of the assets are similar to those used in the 

Cepsa 2019 - 2023 strategic plan. These estimates are based on estimates made by various international 

organizations. Due to the increase in the volatility of oil prices during the last year, Cepsa has used a 

sensitivity analysis to different price curves far its impairment analysis. In particular, prices considered are 

65 USD per barrel for 2019, 67 USD per barre! far 2020, 68 USD per barre! for 2021, 70 USD per barre! for 

2022 and 71.5 per barrel for 2023. The quoted Brent crude ail price is used as the basis, and the remaining 

international prices are calculated with the use of differentials. 

b) Reserves and production schedules

Far each asset a long-term develapment plan is established with an annual production schedule. This 

production schedule takes probable reserves inta accaunt as well as the best estímate for contingent 

resources. The estimates for reserves and resources are made in accardance with the guidelines 

established by the Petroleum Resource Management System af the Society af Petroleum Engineers (PRMS

SPE). These profiles are periodically revised every two years by independent experts. 

c) Operating expenses and capital expenditure

Far E&P assets the development plan established for each asset takes into account the investments 

necessary for production of the estimated reserves and resources. Both investments and operating 
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expenses are estimated according to the actual procurement contracts and our best estimation using, 

when is applicable, an annual inflation rate, depending on the country where the asset is located. 

Far the remaining CGUs assets in which there are signs of impairment, valuation takes into account cash 

flow projections covering a five-year period plus terminal value, with an annual increase of between 1.9% 

and 2.5%. 

Far the purpose of calculating the present value of these cash flows, a discount rate is used that reflects 

the weighted average cost of capital employed, adjusted according to the country and business risk 

corresponding to each asset ar CGU. Below are the discount rates used far the analyzed CGU's grouped by 

each business segment in 2018 and 2017: 

WACCs 2018 vs 2017 

Business Segment 2018 2017 

E&P 7.5% - 10.0% 8.0% -11.0% 
Refining & Marketing 7.0% - 8.0% 7.0% - 8.0% 
Petrochernical 7.0% - 11.0% 7.5% - 11.0% 
Gas & Power 6.0% - 6.5% 6.0% - 6.5% 

The parameters taken into account far the composition of the afarementioned discount rates have been: 

• Risk-free rate: normalized bond yield C1l

• Equity risk-premium: 5.0%

• Country risk-premium of the location of the asset

• Beta: Average of peer companies far each business segment

• After taxes Cost of Debt after taxes based on a spread of peer Oíl and Gas integrated companies

• Net equity-Debt ratio: sector average

(ll Risk-free rate in USD: US lOY real rate by averaging + long-term inflation forecasts. 
Risk-free rate in EUR: US lOY real rate by averaging + long-term inflation forecasts + Relative Inflation spread lOY 

These WACC have been calculated considering the local currencies of the cash generating units, except 

Exploration and Production and Petrochemical Indonesia, which are expressed in USD 

The discount rates (WACCs) used far the CGU in the countries where impairment sign existed in 2018 and 

2017 are as follows: 

WACCs 2018 vs 2017 

Asset/CGU 2018 2017 

E&P 
Colombia 8.5% 7.8%-9.0% 

Thailand 7.5% 9.0% 

Malaysia 9.0% 9.5% 

Algeria 10.0% 11.0% 

Abu-Dhabi 7.5% 8.0% 

Peru 8.0% 9.0% 

Petrochemical 
Brazil 10.0% 9.0% 

China 8.5% 8.5% 

Indonesia 9.5% 9.0% 

As a result of the above process, in 2018 and 2017, the impairments detailed in Note 12 have arisen. 
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In the case of those assets or CGUs for which the Group performs an impairment test as a result of 

identifying indications of impairment, the Group analyzes whether reasonably foreseeable changes in the 

key assumptions used to determine their recoverable amounts would have a material impact on the 
financia! statements. In the case of those assets or CGUs for which the recoverable amount exceeds the 

unit's carrying amount by a significant margin, it is assumed that these 'reasonably foreseeable changes' 

would not have a material impact. In the case of those assets or CGUs for which the margin is below this 
threshold, the Group performs sensitivity analyses of the recoverable amounts of these assets or CGUs as a 

result of changes in key assumptions deemed reasonably foreseeable. Specifically, the most relevant 

sensitivity analyses performed, for all the CGUs, have been the following: 

Sem1ttlv1ty analysls 

Discount rate increast 

Decrease In price of e 

Average exchange ral 

2018 

Increase in the impaim,ent losses net of tax impact in the Consolldated 

Flnandal Statements 

variaron % Amount 

50 p.b 5% 1 

-10$ 9% 249 

0.05 $/€ 4% 0,5 

2017 

Increase in the impairment losses net of tax lmpact in the 

Consolidated Flnandal Statements 

Varia�on % Amount 

50 p.b 3% 8 

-10$ 29% 83 

o.os$/€ 5% 15 

Based on the price curves posted by reputed analysts <1) and forward prices of Brent oil, we consider
reasonable the one utilized by the company for the calculation of the recoverable value in the impairment 

tests performed. 

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying 
amount, its value is reduced to its recoverable amount and an impairment loss is recognized as an 

expense, under "Impairment and gains or losses on disposals of non-current assets" in the accompanying 
Consolidated Statement of Profit or Loss. 

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating 

unit), is increased up to the revised estímate of its recoverable amount, except for goodwill, recognizing an 

income item, in such a way that the increased carrying amount does not exceed the carrying amount that 
would have been determined if no impairment loss had been recognized for the asset (or cash-generating 

unit) in prior years. 

(lJAnalysts cansidered are Waad Mackenzie, JP Margan, Barc/ays, Sacieté Genera/e, Citi, HIS, Margan Stanley and the US Energy 

Infarmatian Administratian. 

i) Financia! instruments

A financia! instrument is any contract that gives rise to a financia! asset of one entity and a financia! liability 
or equity instrument of another entity. 

Financia! Assets 

From January 1, 2018, the group classifies its financia! assets at initial recognition, as subsequently 
measured at amortized cost, fair value through other comprehensive income (OCI), and fair value through 
profit or loss (FVPL). 

The classification depends on the entity's business model for managing the financia! assets and the 

contractual terms of the cash flows. 

Measurement IFRS 9 

At initial recognition, the group measures a financia! asset at its fair value plus, in the case of a financia! 
asset not at fair value through profit or loss (FVPL), transaction costs that are directly attributable to the 
acquisition of the financia! asset. Transaction costs of financia! assets carried at FVPL are expensed in profit 

or loss. 
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Subsequent measurement depends on the group's business model far managing the financia! asset and the 

contractual cash flow characteristics of the financia! asset. Far purposes of subsequent measurement, 

financia! assets are classified in four categories: 

1 - Financia! assets at amortized cost 

This category is the most relevant to the Group. The Group measures financia! assets at amortized cost if 

both of the following conditions are met: 

The financia! asset is held within a business model with the objective to hold financia! assets in arder to 

collect contractual cash flows and the contractual terms of the financia! asset give rise, on specified dates 

to cash flows that are solely payments of principal and interest on the principal amount outstanding. 

Interest income from these financia! assets is included in finance income using the effective interest rate 

method. Any gain or loss arising on derecognition is recognized directly in profit or loss. 

2 - Financia! assets at faír value through OCI (debt instrument) 

The Group measures debt instruments at fair value through OCI if both of the following conditions are 

met: 

The financia! asset is held within a business model with the objective of both holding to collect contractual 

cash flows and selling, and 

The contractual terms of the financia! asset give rise on specific dates to cash flows that are solely 

payments of principal and interest on the principal amount outstanding 

The Group, s debt instruments at fair value through OCI includes the sub-portfolio of trade receivables 

subject to possible securitization (see Note 2.b). 

3 - Financia! assets at fair value through OCI (eguity instrument) 

The Group can chose to classify irrevocably its equity investments as equity investments designated at fair 

value through OCI. The classification is determined on an instrument-by instrument basis. The Group has 

chosen not to classify any equity investment under this category. 

Gains and losses on these financia! assets are never recycled to profit or loss and are not subject to 

impairment assessment. 

4 - Financia! assets at fair value through profit ar loss. 

Assets that do not meet the criteria of the previous categories are measured at FVPL. 

Financia! liabilities 

Financia! liabilities are classified, at initial recognition, as financia! liabilities at fair value through profit or 

loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in an effective 

hedge, as appropriate. 

AII financia! liabilities are recognized initially at fair value and, in the case of bank borrowings and payables, 

net of directly attributable transaction costs. 

The Group's financia! liabilities include trade and other payables, loans and borrowings including bank 

overdrafts, and derivative financia! instruments 
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Banks borrowings are the Group, s most significant financia! liability. They are initially recognized at their 

fair value less directly attributable transaction costs, and are subsequently measured at amortized cost 

using the effective interest rate method. 

Accounting policies for Derivatives and hedging instruments are disclosed below under Derivative financia! 

instruments and hedge accounting. 

Financia! guarantee contracts 

Financia! guarantee contracts issued by the Group are those contracts that require a payment to be made 

to reimburse the holder for a loss it incurs because the specified debtor fails to make a payment when due 

in accordance with the terms of a debt instrument. Financia! guarantee contracts are recognized initially as 

a liability at fair value, adjusted for transaction costs that are directly attributable to the issuance of the 

guarantee. Subsequently, the liability is measured at the higher of the best estímate of the expenditure 

required to settle the present obligation at the reporting date and the amount initially recognized less 

accumulated amortization. 

Impairment of financia! assets 

From January 1, 2018, the group assesses on a forward looking basis the expected credit losses associated 

with its debt instruments carried at amortized cost and FVOCI. The impairment methodology applied 

depends on whether there has been a significant increase in credit risk. 

For trade receivables, the group applies the simplified approach permitted by IFRS 9, which requires 

expected lifetime losses to be recognized from initial recognition of the receivables. 

(See the impact and the general guidelines of the implementation in 2. b) Changes in accounting policies -

IFRS 9 Financia! instruments) 

Derecognition of financia! instruments 

A financia! asset (or, where applicable, a part of a financia! asset ar part of a group of similar financia! 

assets) is primaríly derecognized (i.e., removed from the Group's consolidated statement of financia! 

position) when: 

• The rights to receive cash flows from the asset have expíred or

0 The Group has transferred its ríghts to receive cash flows from the asset or has assumed an oblígatíon to

pay the received cash flows in full without material delay to a third party under a 'pass-through'

arrangement; and either:

(a) the Group has transferred substantially ali the risks and rewards of the asset, or

(b) the Group has neither transferred nor retained substantially ali the risks and rewards of the asset,

but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered ínto a pass

through arrangement, ít evaluates if, and to what extent, it has retained the risks and rewards of 

ownership. When it has neither transferred nor retained substantially ali of the risks and rewards of the 

asset, nor transferred control of the asset, the Group continues to recognize the transferred asset to the 

extent of its continuing involvement. In that case, the Group also recognizes an associated liability. The 

transferred asset and the associated liability are measured on a basis that reflects the rights and 

obligatíons that the Group has retaíned. 
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Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the 
lower of the original carrying amount of the asset and the maximum amount of consideration that the 
Group could be required to repay. 

Derivative financia! instruments and hedge accounting 

Initial recognition and subsequent measurement 

The CEPSA Group uses hedging and derivatives financia! instruments, including most notably futures and 

swaps contracts with crude oil and product brokers, to hedge the price risks arising from the monthly 

purchases and sales of crude oil and oil-based products. The transaction limits and the hedging 

instruments are approved by Group management and the monitoring process observes the separation of 

the performance and control functions. 

For foreign currency and interest rate risks, the transaction limits and hedging instruments (basically 

forward currency transactions and interest rate swaps) are also approved by Group management and the 

monitoring process observes the separation of the performance and control functions. 

Such derivative financia! instruments are initially recognized at fair value on the date on which a derivative 

contract is entered into and are subsequently remeasured at fair value at the reporting date. Derivatives 

are carried as financia! assets when the fair value is positive and as financia! liabilities when the fair value 

is negative. 

Any gains or losses arising from changes in the fair value of derivatives, that are not designated as hedging 

instruments in hedge relationships as defined by IFRS 9, are taken directly to Profit or Loss, as finance 

income or finance costs, as appropriate, except in the case of the Trading segment where, due to its 

activity, financia! derivatives transactions are part of its operating result. 

In the normal course of its operations the Group has forward sale and purchase contracts for oil and 

natural gas. These contracts are entered into and maintained to meet the procurement and delivery needs 

of these commodities in accordance with the periodic estimates for the purchase and sale of hydrocarbons, 

which are systematically monitored and adjusted through physical delivery. As a result, these contracts are 

considered for "own use" and therefore outside the scope of IFRS 9. 

So far the Group has used the extended use of fair value option for "own use" contracts since this option is 

not yet permitted according the Spanish GMP. 

As a part of the ordinary activity of the Trading segment, besides the supply of crude oil for the Group's 

needs, a proprietary trading activity is performed, in which sorne of the own-use supply contracts which 

allow trading with third parties are used. The value of purchase commitments that can be used far 

speculation purposes is not significant, as they are very short term contracts with market price 

arrangements. 

Hedge accounting 

At the inception of a hedge relationship, the Group formally designates and documents the hedge 

relationship to which it wishes to apply hedge accounting and the risk management objective and strategy 

for undertaking the hedge. 

Before January 1, 2018, the documentation includes identification of the hedging instrument, the hedged 

item or transaction, the nature of the risk being hedged and how the entity will assess the effectiveness of 

changes in the hedging instrument's fair value in offsetting the exposure to changes in the hedged item's 

fair value ar cash flows attributable to the hedged risk. These hedges are expected to be highly effective in 
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compensating for changes in fair value or in cash flows, and are continuously assessed to determine their 

efficiency for the years they were designated for. 

Beginning January 1, 2018, the documentation includes identification of the hedging instrument, the 

hedged ítem, the nature of the risk being hedged and how the Group will assess whether the hedging 

relationship meets the hedge effectiveness requirements (including the analysis of sources of hedge 

ineffectiveness and how the hedge ratio is determined). A hedging relationship qualifies for hedge 

accounting if it meets all of the following effectiveness requirements: 

• Toere is 'an economic relationship' between the hedged ítem and the hedging instrument.

• The effect of credit risk does not 'domínate the value changes' that result from that economic

relationship.

• The hedge ratio of the hedging relationship is the same as that resulting from the quantity of the hedged

item that the entity actually hedges and the quantity of the hedging instrument that the entity actually

uses to hedge that quantity of hedged item.

Hedges that meet the strict criteria far hedge accounting are accounted for, as described below: 

Fair value hedqes (Note 29) 

Hedges far exposures to changes in the fair value of a recognized asset ar liability, or unrecognized firm 

commitment attributable to a particular risk that could affect the Consolidated Statement of Profit ar Loss. 

Changes in value of the hedging instrument and the hedged item attributable to the hedged risk are 

recognized in Profit or Loss. 

cash flow hedges (Note 29) 

The Group uses forward currency contracts and other derivatives such as options to hedge its exposure to 

foreign currency risk in highly probable transactions. Likewise, to reduce the exposure to interest rate risk 

on its outstanding variable rate borrowings, the Group uses interest rate swaps. 

The effective portian of the gain ar loss on the hedging instrument is recognized directly in Other 

Comprehensive Income, while the ineffective portian is recognized immediately in the Consolidated 

Statement of Profit or Loss, under financia! income ar expense. 

Amounts recognized as Other Comprehensive Income are transferred to Profit ar Loss when the hedged 

transaction affects Profit ar Loss. Both the hedge instrument and the hedged transaction are included 

under the same heading in the Consolidated Statement of Profit or Loss. If the hedging instrument expires 

or is sold, terminated or exercised without replacement or rollover (as part of the hedging strategy), or if 

its designation as a hedge is revoked, or when the hedge no longer meets the criteria for hedge 

accounting, any cumulative gain or loss previously recognized in Other Comprehensive Income remains 

separately in equity until the forecast transaction occurs or the firm commitment is met. 

1-ledqes of a net lnvestment_(Note 29) 

The Group uses both non-derivative liabilities (such as bank borrowing) and derivatives (mainly FX swaps) 

to hedge the exposure to changes in the EUR/USD rate on investments in the net assets of foreígn 

operations whose functional currency is the USO. 
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Gains or losses on the hedging instrument relating to the effective portian of the hedge are recognized in 

Other Comprehensive Income while any gains or losses relating to the ineffective portian are recognized in 

the Consolidated Statement of Profit or Loss in the Financia! Costs and Income caption. 

On disposal of the foreign operation, the cumulative value of any such gains or losses recorded in equity is 

transferred to the Consolidated Statement of Profit or Loss. 

j) Fair value measurement

The Group measures financia! instruments, such as, derivatives, at fair value at each balance sheet date. 

Fair value is the price that would be received on the sale of an asset or paid to transfer a liability in an 

orderly transaction between market participants at the transaction date. The fair value measurement is 

based on the assumption that the transaction to sel! the asset or transfer the liability takes place either: 

• On the principal market for the asset or liability, or

• In the absence of a principal market, in the most advantageous market for the asset or liability

transaction

The principal or the most advantageous market must be accessible by the Group. 

A fair vaiue measurement of a non-financia! asset takes into account a market participant's ability to 

generate economic benefits and reflects the asset 's highest and best use or its sale to another market 

participant that would use the asset in its highest and best use. 

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient 

data are available to measure fair value, maximizing the use of relevant observable inputs and minimizing 

the use of unobservable inputs. 

The Group uses the foilowing hierarchy to measure and disclose the fair value of financia! statements by 

evaluation technique: (Note 30) 

• Level 1: Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

• Leve! 2: Valuation techniques for which the lowest level input that is significant to the fair value

measurement is directly or indirectly observable.

• Leve! 3: Valuation techniques for which the lowest leve! input that is significant to the fair value

measurement is unobservable.

k) Inventories

Crude oil, oil derivatives and petrochemical products, acquired as raw materials, are measured at the lower 

of weighted average cost and net realizable value. Replacement parts and supplies and other inventaries 

are measured at the lower of average acquisition or production cost or net realizable value. (Note 13) 

The cost of production includes those of direct materials and, where applicable, direct labor costs and 

general manufacturing costs. 

The Company assesses the net realizable value of the inventaries at the end of each year and recognizes 

the appropriate impairment if this value is lower than the carrying amount. When the circumstances that 

previously caused inventaries to be written down no longer exist or when there is clear evidence of an 

increase in net realizable value because of changed economic circumstances, the amount of the write

down is reversed. Inventory impairment or excess is included in "trade provisions impairment" in the 

Consolidated Statement of Profit or Loss. 
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Costs are allocated to refined products in proportion to the selling price thereof (isomargin method) due to 

the complexity of assigning production costs to each product. 

1) Cash and cash equivalents

This heading includes cash and cash equivalents and other liquid assets. 

Cash equivalents include bank deposits and other investments maturing within three months at the time of 

the contract (Note 15). 

m) Current / Non-current classification

In the accompanying Consolidated Balance Sheet debts or loans falling due within twelve months are 

classified as current while those due to be settled within more than twelve months are classified as non

current. 

Loans falling due within twelve months but whose long-term refinancing is assured at the Company's 

discretion through existing long-term credit facilities are classified as non-current liabilities. 

n) Grants

Grants related to assets are measured at fair value. Non-refundable grants are recognized as deferred 

income under "Non-current liabilities" in the Consolidated Balance Sheet and are released to income based 

on the amortization of the investment financed by the grant. Repayable grants are recognized as non

current debt transformable into grants under "Non-current liabilities." Operating grants related to income 

are released to income when they accrue. 

"Capital grants related to greenhouse gas emission allowances" (Note 18) includes allowances received far 

no consideration, as provided far in the National Emission Allowance Assignment Plan, which are initially 

measured at the market price prevailing at the beginning of the year to which they relate. Such grants are 

taken to income as a release of non-financia! capital grants: 

• Generally, as the costs incurred on the actual emissions accrue (Notes 22 and 18).

• If an impairment loss was recognized on the emission allowances received from the Government, as

an adjustment to the initially recognized value (Note 8).

o) Pension commitments and similar obligations

Cepsa and several of its subsidiaries have the following pension commitments towards employees and their 

beneficiaries: 

• Commitments covered by the employee pension plans associated with the CEPSA Group Pensions

Fund. These pension plans entitle participants to receive benefits far retirement, death ar disability,

as specified in the plans.

The plans take the form of hybrid plans: 

• Defined contribution plans, which cover retirement, whereby the sponsor makes periodic

contributions.
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• Defined benefit plans which cover benefits far death or disability through an annually renewable

policy. The sponsor undertakes to make the contributions corresponding to the Pension Plan to

finance the premium covering the above activity risk contingencies.

The accrued amount of the contingency assumed by the sponsor is covered each year through the annual 

contribution. 

• Life insurance (excess policy): A defined contribution obligation arranged through an insurance

policy which establishes the right of the insured to receive retirement benefits or, where appropriate,

benefits for death or disability. The contributions made by the policyholder are made as a

supplement to the pension plan, or because the commitments to employees exceed the maximum

contributions to pension plans.

• Annuity income for retired employees. These are obligations prior to the arrangement of pension

plans, which entitle personnel or their beneficiaries to supplementary social security pension benefits

in the event of retirement, death or permanent disability. This commitment has been externalized in

full through the related insurance policies.

The adjustments arising from CPI increases or decreases, which affect only the policies covering 

obligations tied to annual CPI performance, are recognized as expenses or income for the year, as 

appropriate, and their amount was not material. 

Other non-current employee benefit costs 

The Group has entered into a commitment with a certain group of employees for the payment of an 

annuity arising from the closing of company stores. Actuaria! studies are performed annually and the 

actuaria! gains and losses are recognized as appropriate. 

Group employees have the right to receive from the company medals for seniority and values awards. In 

the La Rábida refinery, workers have the right to receive amounts / remuneration in kind for length of 

service. On an annual basis, an actuaria! study is performed, recognizing the actuaria! gains and losses as 

expenses or income, as applicable. 

p) Provisions

"Provisions" includes liabilities arising from litigation in progress, environmental risks, abandonment costs 

and other contingencies, which are uncertain as to their amounts or timing. 

These provisions are recorded when a present obligation arises as a result of a past event, and it is 

probable that an outflow of resources embodying economic benefits will be required to settle the obligation 

and a reliable estimate can be made of the amount of the obligation. 

The provision amount recognized is the present value of the expenditure expected to be required to settle 

the obligation. Provisions are reviewed at the date of the Consolidated Balance Sheet, based on the 

information available. 

The obligation to deliver emission allowances for the C02 emissions produced in the year is recognized as 

the greenhouse gas emissions are made. These costs are charged to "Other operating expenses" in the 

Consolidated Statement of Profit or Loss and credited to a short-term provision included under "Trade and 

other payables", until the date the related emission allowances are delivered (Note 21). The unit value to 

be assigned to the emissions is determined taking into account the following amounts: 

• Firstly, the carrying amount of the emission allowances received for no consideration.
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• Secondly, the cost of the other emission allowances capitalized in the Consolidated Balance Sheet.

• Lastly, where necessary, the most up-to-date estímate of the acquisition cost of the remaining

allowances.

q) Income tax

Current and deferred income taxes are recognized under "Income tax" in the accompanying Statement of 

Profit or Loss, except when they arise from economic events that have been directly recognized in Other 

Comprehensive Income or Equity, respectively. 

The current income tax expense is the result of applying the tax rate to the taxable profit (tax loss) for the 

year, after deducting the tax credits allowable for tax purposes. The current income tax charge is 

calculated on the basis of the tax laws enacted or substantively enacted at the end of the reporting period 

in the countries where the company's subsidiaries and associates operate and generate taxable income. 

Deferred tax is accounted for using the liability method based on the balance sheet, under which 

temporary differences are determined as the difference between the tax bases of assets and liabilities and 

their carrying amounts. However, deferred tax liabilities are not recognized if they arise from the initial 

recognition of goodwill. Deferred income tax is also not accounted for if it arises from initial recognition of 

an asset or liability in a transaction other than a business combination that at the time of the transaction 

affects neither accounting nor taxable profit nor loss. 

Deferred tax assets are only recognized if it is probable that sufficient future taxable profit will be available 

against which they can be utilized. Deferred tax assets and liabilities are measured based on the tax 

legislation and the tax rates in force when the related deferred income tax asset is realized or the deferred 

income tax liability is settled. 

The Group reassesses unrecognized deferred tax assets and unrecogn'ized tax loss and tax credit 

carryforwards at each balance sheet date, and recognizes those for which it is probable that future taxable 

profit will be available against which they can be utilized. Recognized deferred tax assets and recognized 

tax loss and tax credit carryforwards are reassessed and their amount is reduced to the extent it is no 

longer probable that future taxable profit will be available against which they can be utilized. 

Deferred tax liabilities for taxable temporary differences relating to investments in subsidiaries, associates 

and joint ventures are recognized with the exception of those deferred tax liabilities where the Group is not 

able to control the timing of the reversa! of the temporary differences and it is probable that the 

differences will not reverse in the foreseeable future. Generally, the Group is not able to control the 

reversa! of temporary differences for associates. The temporary difference is not recognized when there is 

an agreement through which the Group has the capacity to control reversa!. 

Deferred tax assets for deductible temporary differences arising from investments in subsidiaries, 

associates or jointly-controlled entities are only recognized when it is possible that such temporary 

differences reverse in the future and the expected tax gain is large enough to cover the temporary 

difference. 

Deferred tax assets and liabilities are offset only when a legally enforceable right to offset current tax 

assets and liabilities exists and when the deferred tax assets and liabilities derive from the tax on gains 

which relate to the same taxation authority and apply to the same entity or taxpayer or different entities or 

taxpayers which intend to settle the current tax assets and liabilities on a net basis. 
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r) Revenue and expenses

Revenue and expenses are recognized on an accrual basis, i.e. when the actual flow of the related goods 

and services occurs, regardless of when the resulting monetary ar financia! flow arises. 

The Group recognizes revenue from contracts with customers based on a five step model as set out in 

IFRS 15: Identify the contract(s) with a customer, identify the performance obligations in the contract, 

determine the transaction price, allocate the transaction price to the performance obligations in the 

contract and recognize revenue when (ar as) the entity satisfies a performance obligation at a point in time 

ar over time. 

The Group assesses its revenue arrangements against specific criteria to determine if it is acting as 

principal ar agent. 

The Group considers whether there are other promises in the contract that are separate performance 

obligations to which a portian of the transaction price needs to be allocated. In determining the transaction 

price far the sale of goods, the Group considers the effects of variable consideration, the existence of 

significant financing components, non-cash consideration, and consideration payable to the customer. 

Variable consideration 

If the consideration in a contract includes a variable amount, the Group estimates the amount of 

consideration to which it will be entitled in exchange far transferring the goods to the customer. The 

variable consideration is estimated at contract inception and constrained until it is highly probable that a 

significant revenue reversa! in the amount of cumulative revenue recognized will not occur when the 

associated uncertainty with the variable consideration is subsequently resolved. Sorne contracts far the sale 

of goods provide customers with a right of return and volume rebates. The rights of return and volume 

rebates give rise to variable consideration. 

Significant financ!nq component 

Generally, the Group receives short-term advances from its customers. Using the practica! expedient in 

IFRS 15, the Group does not adjust the promised amount of consideration for the effects of a significant 

financing component if it expects, at contract inception, that the period between the transfer of the 

promised good or service to the customer and when the customer pays far that good or service will be one 

year or less. 

The Group also receives long-term advances from customers for the sale of goods. The transaction price 

far such contracts is discounted, using the rate that would be reflected in a separate financing transaction 

between the Group and its customers at contract inception, to take into consideration the significant 

financing component. 

Non-cash consideration 

The Group applies the requirements of IFRS 13 Fair Value Measurement in measuring the fair value of the 

non-cash consideration. If the fair value cannot be reasonably estimated, the non-cash consideration is 

measured indirectly by reference to the stand-alone selling price. The fair value of such non-cash 

consideration received from the customer is included in the transaction price and measured when the 

Group obtains control of the goods or services. 
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Consideration �able to the customer 

The consideration payable to a customer is accounted for as a reduction of the transaction price. 

Consideration payable to a customer includes cash amounts that Cepsa pays or is expected to pay to a 

customer. (For example: customer award credits or loyalty programs) 

Oil Production 

Revenue from the production of oil in which the Group has an interest with other producers is recognized 

based on the Group's working interest and the terms of the relevant production sharing contracts. 

"Net revenue" does not include the value of exchanges of strategic stocks arranged with other operators. 

In accordance with the legislation applicable to companies operating in the oil and gas industry, the excise 

tax on oil and gas sales is recorded as part of the selling price and as an addition to cost under "Net 

revenue" and "Other operating expenses," respectively, in the Consolidated Statement of Profit or Loss. 

Revenues from services rendered are recognized considering the degree of completion of the service at the 

balance sheet date, provided that the transaction results may be reliably estimated. 

Interest income is accrued on a time proportion basis, by reference to the principal outstanding and the 

effective interest rate applicable. 

s) Leases

Toe accounting policy described below for leases is based on IAS 17. As of January 1, 2019, this standard 

wili be derogated by IFRS 16 - Leases, the most relevant impacts of which are detailed in note 2.b.2) 

"Standards and interpretations published by the IASB", but not applicable in the period. 

Finance leases 

Finance leases are leases that transfer substantially ali the risks and rewards incidental to ownership of the 

leased asset to the lessee. 

When the consolidated companies act as the lessee, the cost of the leased assets is disclosed in the 

consolidated balance sheets based on the nature of the leased asset, and, simultaneously, a liability for the 

same amount is recognized (which wili be the lower of the fair value of the leased asset and the aggregate 

present values of the amounts payable to the lessor plus, where applicable, the price of exercising the 

purchase option). Contingent lease instaliments, the cost of services and taxes payable by the lessor are 

not included in the calculation. The total financia! cost of the contract is charged to the Statement of Profit 

ar Loss for the year in which it accrues, applying the effective interest method. These assets are 

depreciated using similar criteria to those applied to property, plant and equipment for own use. 

Operating leases 

In operating leases operations, the ownership of the leased asset and substantialiy ali the risks and 

rewards relating to the leased assets are retained by the lessor. 

When the consolidated companies act as the lessor, the acquisition cost of the leased asset is disclosed 

under "Property, plant and equipment," either as "Investment property," ar "Other assets assigned under 

an operating lease." These assets are depreciated using a policy consistent with the lessor's normal 

depreciation policy for similar items and lease income is recognized in the Consolidated Statement of Profit 

or Loss on a straight-line basis. 

When the consolidated companies act as the lessee, lease costs, including any incentives granted by the 

lessor, are recognized as an expense in the Consolidated Statement of Profit ar Loss on an accrual basis. 
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t) Environmental disclosures

Environmental investments are defined as investments included in the Group's assets far use in its business 
on a lasting basis which are mainly far the purpose of minimizing the environmental impact and protecting 
and improving the environment, including the reduction or elimination of pollution in the future caused by 
the operations performed by Group companies. 

Environmental expenses are deemed to be those incurred to prevent, reduce ar repair damage to the 
environment, i.e. the natural surroundings, as well as those relating to environmental commitments. 

With respect to provisions for environmental risks and liabilities, the Group records provisions far 
environmental actions to remedy the risk of gradual soil pollution, with a charge to "Other operating 
expenses" in the Consolidated Statement of Profit ar Loss, based on in-house estimates and technical 
studies. In addition, the Group has taken out insurance policies to cover such other environmental damage 
as might arise, including any resulting third-party liability (Note 27). 

u) Cash Flow Statement

In accordance with the options for presentation contained in IAS 7 'Statement of Cash Flows', the Group 
reports the information regarding cash flows and cash equivalents from operations using the 'indirect 
method', which implies starting with the 'Profit befare taxes' on the Consolidated Statement of Profit or 
Loss and subsequently adjusting this figure far the effects of non-monetary transactions and accruals for 
the period, as well as gains ar losses associated with cash flows from investing ar financing operations. 

4. Business Combinations

No significant business combinations took place in 2018. Toe acquisition of an additional 35%, to the 
existing 35%, of the stake in Cepsa Gas Comercializadora, which resulted in a business combination 
achieved in stages, does not have a significant impact on the Consolidated Financia! Statements (Note 7).

On June 30, 2017, Cepsa acquired 20 entities that own 23 different petral stations in the region of Madrid 
and surrounding a reas in what is considered as one of the most relevant gas stations acquisition in the last 
years. 

Far the purpose of this business combination, we have considered ali 20 entities as different Cash 
Generating Units as well as a single consolidated Company. Toe entities were owned by two family groups, 
Grupo Villanueva and Grupo Paz that agreed to act as a single party in the negotiation period of the 
Transaction with Cepsa. For the evaluation and measurement of this business combination an independent 
consultant services were hired. Specifically, Duff & Phelps submitted its report on July 4, 2018. This report 
ended without any caution ar qualifications. 

At June 30, 2018, this business combination is completed with the deferred payments included at fair value 
pending settlement. The Statement of cash flows reflects the payments made at December 2018 and 
December 2017 under the heading "acquisition of subsidiary, net of cash acquired" for amounts of 49,865 
and 19,491, thousand euros respectively, paid ali of them in cash. 

Pre-deferred tax liabilities goodwill is 7.5 million euros and mainly refers to customer relationships and 
network performance optimization. The final goodwill is 47 million euros (provisionally accounted far 48 
million euros at December 31, 2017), after recognizing the deferred taxes resulting from the measurement 
of assets at fair value, which occurs during the process of allocating a purchase price. 
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Identified fair values of assets and liabilities of the acquired company at the acquisition date are the 

following: 

2017 

Non current assets 

PP&E 
Intangible 
Non-current Finance assets 
Deferred tax assets 

Current assets 

Inventaries 
Account receivable 
Cash and cash equivalent 

TOTAL ASSETS 

Non current liabilities 

Non current provisions 
Deferred tax liabilites 
Consideration for the debt 
Other non-current liabilities 

Current liabilities 
- -- -- --

Account payable 
Consideration for the debt 

TOTAL LIABILITIES 

Total net assets identifiable at fair value 
Goodwill 

Consideration transferred 

Note 8 

Note 9 

Thousands of euros 

Registered Registered 
book value at fair value at 

acquisition acquisition 

12,500 __ 170,§34 

12,394 25,317 
o 145,211
2 2 

104 104 

12,5.§5 12,5_65 

1,566 1,566 
1,720 1,720 
9,279 9,279 

2tºti�_ 1:s.1;/99 

. _·i/289_ .. .... 49182:3 

o 39,534
893 893 
396 396 

___ 7,019_ 7,019 

6,590 6,590 
429 429 

8.,308 47,84-2 

16,757 135,357 
47,023 

.:J.!i_,?_57 1.82.,3�0 

The fair value of Intangible assets was established used a form of the Income Approach known as the 

Multiperiod Excess Earnings Method ("MEEM"). The MEEM determines the fair value of an asset based on 

the cash flows that are exclusively generated by the asset in question. It has considered 90% of the value 

of the asset as the threshold in arder to determine the Remaining Useful Life (RUL), obtaining an 

estimated economic RUL of 25 years, equal to the useful life. 

There have not been significant variations with the information disclosed in the 2017 Consolidated Financia! 

Statements. 

No contingent liabilities were detected in the Financia! Statements at the acquisition date in 2017. 

S. Group Information

Table I, which forms part of these notes to the Consolidated Financia! Statements, shows the main 

subsidiaries, jointly controlled entities and associates, directly ar indirectly owned, which, together with 

Cepsa, form the CEPSA Group. The table lists these companies' registered offices and lines of business, 

together with the most significant economic and financia! information for 2018. 

The scope of consolidation at December 31, 2018 differs from the scope considered at the end of 2017 due 

to the following changes: 
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Company 

Byrsa, N.V. 
Cepsa Algerie, S.L. 
Cepsa EP Abu Dhabi, S.L.U. 
Cepsa EP Mexico S de RL de CV 
Cepsa Gas Comercializadora, S.A. 
Cepsa Kenya Limited 
Cepsa Treasury, S.A.U. 

I=Inclusion 

E=Exclusion 

Note: 

Full Consolidation 

E 

I 

I 

I 

I 

E 

I 

Investments in 
companies accounted for 

(!Sjn_g_ the eguity m�t�od 

E 

The movements in the year reflect derecognitions which correspond to liquidation of Byrsa, N.V. and Cepsa Kenya Limited. Likewise, Cepsa Gas 

Comercializadora responds to change in the consolidation method, having acquired 35%. The inclusions are due to start of activity in this exercise. 

In 2017 the following changes occurred: 

Company 

Auxiliar del Medio Ambiente Regional, S.L. (AMARCO) 
Cepsa Comercial Noroeste, S.A.U. 
Cepsa Disco, S.L. 
Cepsa Sea, S.L. 
Coastal Energy (UK) Company, LTD 
CS Chemical, Limited 
Ecología Canaria, S.A. (ECANSA) 
SIL Chemical, Ltd 
Suresa Retama, S.L. 

I=Inclusion 

E=Exclusion 

Note: 

Full Consolidation 

E 

I 

I 

E 

I 

Investments in 
companies accounted for 
uslng the equity method 

E 

I 

E 

I 

The movements in the year reflect derecognitions which correspond to takeover merger of Cepsa Comercial Noroeste, S.A.U., in the case of Coastal 
Energy (UK) Company which has been liquidated and Auxiliar del Medio Ambiente Regional, S.L. and Ecología Canaria, S.A. which have been sold. 

Cepsa Disco: this company includes the petral gas stations acquired in June, 2017 

The breakdown of the effect on equity of the change in consolidation method and of the inclusions in and 

exclusions from the scope of consolidation is shown in "Other changes" and "Business combinations" in the 

respective tables disclosing the changes in each ítem during the year. 

The information contained in this note for 2017, is presented only for purposes of comparison with the 

information for 2018. 

6. Segment reporting

a) Business segments reporting

In 2018, CEPSA Group reorganized its businesses segments, based on the high integration leve! of its 

Refining, Trading (more than 85% of their operations volume is for the refining activity) and Gas & Power 

activities (70% of refining consumption of electricity is equivalent to the energy produced by Gas & Power 
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activities), and in arder to be aligned with the change in the information used in decision making within the 

Group. So, the six segments reported until 2017 have been grouped in the fallowing four: 

• Exploration and Productiori, which includes oil and gas exploration and production activities.

• Refining, which includes the activities of supply and refining of crude oil into petroleum products and

their exports, production excess sales, trading activities, power and steam generation, activities that

are highly involved in the production processes, and distribution and commercialization to industrial

customers.

• Marketing, which includes the distribution and commercialization activity of oil and gas products.

• e_etr hemica.!, which includes their production, distribution and marketing.

And finally, the figures far corporate functions carried out by the parent company are reported under 

'Corporation' caption, which is not a business segment. 

The selling prices between these reporting business segments are based and approximate to market 

prices, and income, expenses, assets and liabilities have been determined befare the eliminations on 

consolidation, except far the interna! eliminations of each business segment. 

Segments have been defined based both on the delimitation of the different income and expense 

generating activities and on the structure approved by the Board of Directors far the best management of 

each business. The board of chief officers of every business analyze operational and financia! key factors to 

make the appropriate decisions on resources allocation and on performance measurement. The Group has 

not grouped segments in the accompanying segment reporting. 

The financia! data shown below have been obtained in an homogeneous manner with 2017 and using the 

same methodology and interna! reporting structures as those established to provide infarmation to the 

Management and to measure the profitability of the business segments. 

The fallowing breakdown shows infarmation as of 2018 and 2017, December 31, by segments and, in 

relation with the net profit attributable to the parent company, on both the profit obtained in accordance 

with the IFRS and the profit adjusted to the management approach: 
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Thousands of euros 

Segments reporting Information excluding ces Adjustments and Non-Recurring Items 

Exploration & Intra-Group ces Adjustments Total 

2018 Production Refining Ma.-keting Petrochemical Corporation Eliminations Total Non-Recurrlng Items Consolidated 

Income/ ( Losses) 

Revenue 

Revenue From externa! customers 922,204 5,517,105 15,620,707 2,646,583 5,179 24,711,778 24,711,778 
Inlra-group revenue 48,234 8,250,392 47,520 1,107,972 63,427 (9,517,545) 
Total Revenue 970,438 13,767,497 ZS,668,Z27 3,754,SSS 68,606 (9,SZ7,S4S} 24,7.1.1,778 24,7.11.,778 

élcdse ra� on od and gas charged on sales (2,632,873) p,632,873¡ (2,632,873) 
Revenue without excise tax on oil and gas 970,438 .13,767,497 Z3,03S,3S4 3,7S4,SSS 68,606 (9,S.17,S4S} 22,078,905 22,078,905 
Procurements and changes 1n inventaries of finished goods & work in progress (31,500) (16,005,412) (6,856,856) (3,097,977) (659) 8,200,495 (17,791,909) 166,183 (17,625,726) 
Changes in operating allowances 2,924 (369) 1,103 (6,271) (976) (3,589) (30,146) (33,735) 
c11ange m provis1ons for liab1líties and charges (3,147) 1,689 2,999 (522) 1,019 1,019 
Gaíns or losses on disposals of non-recurring assets (3,842) 18,829 16,050 7,115 38,152 38,152 
Other operatJng lncome and costs (300,354) 2,794,199 (S,SSq,76S) (413,788) (ll9,2n) 1,317,050 (2,576.930) (2,038) (2,578,968) 

Result (EBITDA} 634,SJ9 576,43.3 343,885 249,.L.l.2 (5.UOJ) .1,745,6411 133,999 .l,879,647 

Amortisation charge (221,249) (278,103) (85,947) (52,694) (185) (638,178) (638,178) 
Impairment oF non-current assets (28,111) (60) 542 (285) (27,914) (2,499) (30,413) 
Artoornon to 1Jrofit or loss of grani::s re!ated to non-Financia! assets and others 7,395 3,075 (4,6'1I) 2·,087 (83) 7,633 7,633 

Opcr,,ting prortt {IOSSCS} 392,554 301.,34S 253,639 J..92,220 /52,.56"9} J,087,.189 131,!iOO 1,218,689 
Share ,n pront of con'lpanleS =ounte!l íor using tne equ,ty rnethod 15,011 39,247 166 (24,022) 30,402 (6,946) 23,456 
Net financia! profit (118,035) (2,008) (120,043) 
Irnpairment and gains or losses on disposarS of Financia! instruments 8,761 8,761 

Consolidated profft berore tax 1,008,317 222,546 :1..,130.,863 

Incorne tax (242,327) (45,461) (287,788) 
Consolidilted net profft lor the peri«/ lar continuing operations 765,990 77,08S 843,07S 

Consolldated net prollt for tite penod lor discontinued operatlons 

Con.«>lldatt!d net profit ol the perlad 765,990 77,08S 84.3,0TS 
Non<ontrolling InrereslS (12.2n) (73',)' (�,OUJ 

Equit, holder o/ tl,e Parent (•) 231,953 2SS,480 289,240 110,653 (36,613) 753,7,1_3 76,351 830,064 

Assets and liabilities 

Non-cL!rrent assets w1thout investments 1n associates & JV 3,227,690 2,367,302 1,267,276 814,131 15,849 7,692,248 (42,141) 7,650,107 
lnvestments in associates and JV companies 207,472 194,762 16,186 48,519 466,939 466,939 
Total non-current capital ínvested 3,435,162 2,562,064 :Z,283,462 862,650 .IS,849 8,159,287 (42,14.1) 8,117,046 

Capital Employed 3,051,415 3,332,989 930,352 1,182,305 (50,611) 8,446,450 185,463 8,63.1,913 
Cash flow st:atement 

Cash tlaw from operating activities befare change in operating working capital IFRS 638,082 706,328 323,522 249,538 (39,903) 1,877,567 
Clean ces Adjustmcm (153,474) (6,369) (5,l40l (166,183) 

C1sh flow from operallng acttvities betore dlange in openting worki11g a,piti,f ces 638,082 SS:1,854 3Z7,.IS3 243,:198 (39,903) Z_,7l1.,38ll 

Other casti now rro,n operaung 11ecivltieS (59,138) (89,109) (��,992) f.!6,949) 20.7l9 (209,469) 

Total cash now rrom operatinu l1d.ívilies �f't>n, éhi111ge In worldr,g apHat ces 578.,944 46.3,74S 272,161 206,249 /.19,ZB4} 1,,SOl,9.tS 
Totlll ash 11óws rrom lnvestlng activities (1,SOl,141) (313,.150) (134,432) (57,514) (7,732} (2,013,969} 
Ft'tlJl/, aash flow �Ion, change in worfth1g w1PÍ14'1 (9:U,197} .J.SO,S9S J.37,729 Z_48,73S (26,9Jti) (512,054) 

("'} 
ces Profft attributable to p,,,r11t compa11y 2.3.t,9S3 258,480 :189,240 U0,653 {36,6:13) 7S3,7.1.3 
Non•Reeurring Iwr.s (13,9'12) 93,732 3,050 (4,960) (l,529) 76,351 

IFRS Profft attributable to parent company 218,011 352,212 .192,290 .105,693 (38,142} 830,064 
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Thousands of euros 

Segments reporting Intormatlon exdudlng ces AdJustments nnd Non-A.ecunfng Items 

Exploration & lntra-Group ces Adjustments Total 
2017 Productlon Reffning Marketing Petrochemlcal Corporatlon Ellmlnatlons Total Non-Recun1ng Items Consolldated 
Income/(Losses) 

Revenue 
Revenue from externa! customers 589,447 4,051,181 13,671,819 2,458,217 46,109 20,816,773 20,816,773 
lntra:•groop revenue 270.030 6,:185,436 20,&12 1,027,362 54,790 17.sss.260¡

Total Row,nue G.59,477 J0,236,6:J.7 :L!l,692,46.J. 3,485,579 :L00,899 (7,,SS4,260J 20,n5,n3 20,8:L6,773 
Excise tax on oil and gas ct-iatged on sales (2,605,l.62) (2,605,162) (2,605,162) 

Ro,n,nue wlthout excls,, tax on o// 6fHI gas l/S9,477 Z0,236,6Z7 U,,Ol/7,2!l!l .3,485;S7!l .J.00,499 {7,558,260) J8,2.J.Z,6ZZ Z8,2.U,6J.l 
� and c;h,ange¡ ,n in""1\tork$ o( fm,shed goods & work ,n progress (48,073) (12,039,726) (6,161,737) (2,841,174) (791) 7,275,338 (13,816,163) 104,062 (13,712,101) 
Changes ,n operat1ng allowances (1,537) (952) (7,211) (1,008) (10,708) 818 (9,890) 
Change in provisions For liabmtles and charges (4,616) (5,886) (2,390) 183 8,015 (4,694) (4,694) 
Gains or losses on disposals of non-recurnng assets (523) 188 5,032 (2,156) 2,541 (475) 2,066 
Other operaring income and e,q,o,nses (307,71.5) 2,683,880 ('1,607,155) ('102,475) (158,203) 282.922 (2,508,7'16) (2,508,746) 

R8$Ult {EBI'Tl}AJ 497,0Z3 B74,:L2Z 3Z3,83B 238,949 {50,080) Z,873,84:L :UU,405 2,,978,246 
Amortisation charge (259,413) (284,465) (81,162) (55,319) (94) (680,453) (680,453) 
Impairment of non-current assets 108 280 (296) 92 (276,943) (276,851) 
Allocation to proflt or loss of grants related to non-financia! assets and others 7,880 3,444 (3,590) 906 (l) 8,639 8,639 

Open,ting proflt {losses) 245,480 593,208 229,366 Z84,240 {50,Z75} Z,202,,ZZ9 {Z72,S3BJ Z,029,581 
Share in prorit of companies accounted far us1ng the equity method 7,169 48,925 1,663 463 58,220 (10,382) 47,838 
Net financia! profit (30,906) (707) (31,613) 
Impairment and ga1ns or losses on dispcsals ar financia! instruments (2,157) 9,889 7,732 

CmHO/ldll-pro/rt bsrore tax Z,227,276 {.:V3,ns¿ Z.053,538 
lr\C:ome tax (328,007) 33.101 (294,906) 

Conso/ldated net proRt /'or the pcrlod /'or contlnulng -,.t:JlNi!< 899,269 (.l4(t637) 758,63:Z 
CanR11/dllted net proflt /'or the perlod /'or dlscontinued open,tions 
Consolldated net proflt or the perfod 899,269 {Z40,637) 758,632 

Non-controll1ng interests (15,388) (6441 (16.032) 
E'l,uly ,,_,.orthe Parent {""} J45,145 480,548 1BZ,763 110,702 {34,277) 883,881 {14Z,28ZJ 742,,600 

As.sets and liabilities 
Non-current assets without investments in assocrates and Joint Ventures 1,716,132 2,236,991 1,247,712 775,123 11,434 5,987,392 (30,076) 5,957,316 
Investments in assoc1ates and JV companies 187,800 206,986 16,965 35,381 447,132 447,132 

Total non-curn,nt capital lnvested �,903,932 2,,,,,3,977 .1,,.264,677 SZ0,504 Z1,"34 6,434,524 {30,076) 6,404,448 

Capital Employed 1,577,895 .2,99Z,Z69 950,29Z Z,2ZO,:L95 {75,79:L} 6,653,760 94,089 6,747,849 
cash now statement 

Cash flow from operating activit1es befare change in operating working capital IFRS 522,734 945,061 313,765 257,113 (118,589) 1,920,084 
Clean ces Ad¡usunent j95,Si9} U,286 (19,529) (104,0621 

Calh lllow rrom ope,ratJnr, illálVftltls berma dra,1'l'J In op,Jnt;n{I worldng c:aplt:al ces 522,734 849,242 3.25,05:Z. 237,sH {.U8,.589J Z.8:Z.6,0:U 
Qtrw,r casn f!o/,1 (rom Oj>efa.tl!31 actlv1t1CS (129,011) ('13,702) (45.5!15) (50,372) 91,055 (L77,62Sl 
Toútl c:ash now hum o,,en,ttnp actJvitles «fon!I d>ang,; In worklng a,p/UJ ces 393,723 805,..540 279,456 :l87,2:L2 {27,5341_ Z,,6311,397 
Tt>t,J/ casi, Dows l'rom /n-.g actfrlties {.l58,.9.:UJ (285,327) (J..l�789} (37,86J) (J.4,S:U,l_ {608,4.10) 
Free cash llow bef'ore chnn¡re In worldnr, cap/ti/ 234,IIOt 5.ZO,U3 .167,667 Z49,35Z {4�IUS} Z,,029,9117 

C'-n CCS Pront atcrfbLlt:Jblo tD p,ITrnt a:HnpJJny .l-4.5,145 480,5411 ZB.l,763 U0,7ta {.U,277) 883,.88J 
Non-,R<,cur� Items {216,056} 68,173 (7,284} 13,886 p11,2s1¡ 

IFRS Pront attrlbutable to parent a,mpany (70,9ZZ} .5411,721 174,479 :L24,SSB {34,277} 742,,600 
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b) Geographical segment reporting:

The breakdown, by geographical area, of revenue, net property, plant, equipment, net intangible assets and 

investments is as follows: 

Spain (*) 

Other EU Countries 

Africa 

America 

Rest of the world 

("') In Spain, the data from 2018 and 2017 under "Revenue far sales to external customers" 

includes Excise tax on oil and gas charged oo sales 

Revenue for sales to externa! 
customers 

2018 

15,560,829 

3,010,499 

2,195,542 

1,975,092 

1,969,816 

14,711,778 

2017 

13,599,648 

3,062,474 

1,070,564 

1,536,162 

1,547,925 

20,816,773 

Net Intangible and Tangible 
Assets 

2018 2017 

3,731,141 3,730,826 

80,532 77,674 

479,612 152,504 

466,019 448,071 

1,936,713 541,768 

6,694,017 4,950,843 

Toousands of euros 

Additions in Intangible and 

2018 

613,080 

10,827 

200,023 

42,188 

1,443,936 

1,310,054 

Tangible assets 

2017 

513,739 

7,694 

24,949 

139,325 

28,902 

714,609 

In Rest of the World it is outstanding the addition of those 1,434 million euros derived from the agreement 

signed in March 2018 with ADNOC, referred to a 20% stake in Sateh Al Razboot and Umm Lulu oil fields, in 

Abu Dhabi coastal area, in E&P area. 

e) Information on non-recurring items:

The breakdown, by business segment, of the main items composing this heading is as follows: 

2018 Thousaods al ros 

Exploratlon • 
ces Adjustments and Non-Recwri!!II Jtems Productlon ReOnln11 f,!artolfnR Petrocbemlcal Co�ratioo Total 

Proftt from operations 
Dlfference in valuation and replacement cost 124,958 4,882 6,197 136,037 
DepreciaUOíl and impairment losses on non-current assets (3,111) 612 (2,499) 

!PO (lnitial Pul>ic OITering) costs (2,038) (2,038) 

Imoairment and �ins or losses on d1s.oosal of assets 

Total (3,11J¿ 124,_958 5,494 6,197 (!,_038l 131,500 

Consolldated Net Prof"it 
Difference in valuation and replacement cost 93,732 2,591 1,986 98,309 
Non-recurring items by companies accounted far using the equity method (6,946) (6,946) 
Depreciation, impainnent and gains or losses on disposal of as.sets (1,381) 459 (922) 
Jmpainnent of financia! instruments 
!PO (Inibal Pul>ic Offering) costs (1,529) (1,529) 
Adjustment to the tax for tem�ra!:Y differences and f!OVisions p2,S61¡ ¡12,ss1¡ 

Tofll (13,_942l 93,732 3,oso (4,960l (1,s29¿ 76.,351 

2017 1llilusands. cJ eu<OS 

Exploratlon • 
CCS Adjustments and Non-Recurrin9 ltems Productlon Refinin51 Mar1<etin11 P<ttrOciU!Jlll<llt Co!J!2ration Total 

Profrt from operatfons 
Dlfference in valuation and replacement cost 96,449 (11,246) 19,677 104,880 
Depreciation and impairment losses on non-current assets (278,640) 1,697 (276,943) 
l!!!J!!l•� and aa1ns orlos..,. on dl�I ar assets ¡�1s¡ !475! 

Total (l!!,im, �449 �fil 19,677 (ll'2,S3Bl 

Consolldated Net Profit 
Difference in valuation and replacement cost 72,337 (8,451) 15,055 78,941 
Non-recurring items by companíes ac:counted for using the equity method 2,368 (12,750) (10,382) 
Depreciation, impainnent and gains or losses on disposal of assets (260,731) 1,697 (259,034) 
Jmpairment of financia] mstruments 8,586 (530) (1,169) 6,887 
Adjusbnent to the tax. for teme2r� differences and E!rovis1oos 42,307 4l

1
J07 

Total c216,os6¿ �173 (?,.21Ul 13,886 (U1,za1¿ 

As discussed in Note 3.c, non-recurring items include the difference in the value of inventaries between the 

average cost method - used in the Consolidated Financia! Statements - and the replacement cost method 
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- used to measure operating segments -, thus facilitating the analysis of operating segment performance

and comparison between years. In the replacement cost method, the cost of sales is determined with

reference to average monthly prices rather than the historical value derived from the accounting valuation

method. Consequently, the adjustment to replacement cost is determined as the difference between these

two methods.

The Group considers 'non-recurring items' to be those atypical revenues or expenses, which are not 

directly related to the company's main activity and occur infrequently, i.e.: 

-. Impairment of assets 

• Results of disposals of assets (significant amounts)

• Restructuring costs

• Exceptional fiscal expenses or income

• Costs associated with mergers / acquisitions

• Results of discontinued operations

In 2018, it is important to note assets impairments adjustments, the non-recurring fiscal adjustments and 

exchange differences, which arise in the deferred taxes. 

In the case of companies accounted for using the equity method, the adjustments are the same that the 

above, that is, adjustment to the replacement cost and asset impairment on these companies' results, over 

the result of these companies. 

As a consequence of the reorganization performed in 2018 by the Group in its business segment reporting 

and for illustrative purposes, reorganized segments Income Statement for the full-years of 2016 is shown 

below: 

CEPSA Group 46 



��CEPSR 

Thousands of euros 

Segments reporting lnformation excluding CCS Adjustments and Non-Recurring ltems 
CCS Adjustments 

Exploration Intra-Group Non-Recurring Total 

2016 & Production Reflnin2 Marketini Petrochemlcal Cor�ration Eliminations Total Items Consolidatecl 

lncome/(Losses) 
Revenae 

Revenue from externa! customers 533,654 3,691,023 11,539,913 2,148,937 35,023 17,948,550 17,948,550 
lntra�group revenue 306,22..l 5,350,968 (15,138) 748,552 5'1,059 (6,'i'l'l,662) 

Total Revenue 839,875 9,04.l,9!J:1. .l:Z,524,775 2,897,489 89,082 (6,4-,662) .17,948,5S0 27,948,5.50 
Excíse tax on od and gas charged on sales (2,493,379) (2,493,379) (2,493,379) 

_,,,,,nue wlthout ext:fSB ra,r on off and J:>3S 839,,875 9,042,992 9,03.l,396 2,897,489 89,082 (6,444,662) ..l5,4S5,27.l .lS,455,.172 
Procurements and changes in inventaries of finished goods & work in progress (82,381) (10,007,717) (5,741,718) (2,289,950) (741) 6,577,554 (11,544,953) (172,534) (11,717,487) 
Changes in operat1ng allowances (9,504) (2,459) 643 4,579 (6,741) 340,853 334,112 
Change 1n prov1sions far liabilities and charges (11,481) 15,258 7,980 4,968 2,494 19,219 19,219 
Gains ar losses on d1sposals of non-recurring assets 3,813 (4,856) 7,614 (1,627) 4,944 2,339 7,283 
Other operating 1ncome and expenses (296,811) 1,626,949 (3,032,955) (390,022) (153,243) (132,892) (2,378,9742 (2,378,974) 

Result: {EBITDAJ. 443,512 669,266 272,960 225,437 {62,408} .1,548,666 270,658 .l,729,324 
Depreciation and amort1sat1on charge (332,531) (249,619) (82,966) (50,692) (4) (715,812) 15,760 (700,052) 
Impa1rment of non·current assets (6,181) (35) (187) (6,403) (82,560) (88,963) 
AllocatJon to profit ar !oss of srants relt!!red to non-tlnanoal �es a11d' cth�rs 5,911 3,226 (2,282) 1,225 8,080 8,080 

Of!!!.rat:lnll. f!!!!.l'lt (/osses) 220,7.10 422,738 287,525 275,970 (62,412l_ 834,532 203,858 938,389 
Share in profits of equ1ty companies 2,661 35,286 (1,313) (1,857) 34,777 (93,374) (58,597) 
Net financia! profit (59,350) (59,350) 
Impairment and gains or losses on disposals of financia! instruments (336) (1,003) ¡1,339) 

Consolld3t:ad pral'll: b(J!fore tarr 809,622 9,482 8.l!?,203 
lncome tax (244,905) 42,317 c202,s88l 

Conso/ldatecl net pront For the year ror contlnulnf!.. operatíons 564,727 52,798 626,_515 
Consolldated net e_roflt l"or the �ear Far dlscontlnued operations 
Consolldated net proRt oF the 1!,_ear 564,727 52,798 626,525 

Non-controllino 1nterests 11,356 (3,327) (14,683) 
Prafit: attrlbutable tv /!!!.rent: campan,:_(.*} 22,629 34.l,247 237,764 220,573 (47,852,) 553,362 48,472 602,832 

Assets and 1iabilities 
Non-current assets wíthout lnvestments in associates & JV 2,227,377 2,243,351 1,021,178 1,001,928 20,811 6,514,645 3,363 6,518,008 
Investments in associates and JV compan1es 207,231 199,019 15,607 6,056 427,913 427,913 

Total non-current capital invested :Z,434,608 2,442,370 2,036,785 1,007,984 20,822 6,942,558 3,363 6,945,922 

Cae_lral Eme_lor_ed 2,234,32.l 2,770,420 633,673 2,224,955 22,052 6�775r421 26,337 6,792,758 
Cash flow statement 

Cash flow from operat1ng activities befare change in operatlng working capital IFRS 433,805 478,860 228,521 205,068 19,308 1,365,562 
Clean ces Adjustment 145,118 19,822 7,594 172,534 

cash now From Oe!::,_ratlnf!.. activitles beFore change In operating worklng cae_i�al ( 433,805 623,978 248,343 222,662 29,308 2,538,096 
Other cash fiow from operatin� activit\es (89,564) (� 1,826) (56,455) (45,907) 11,152 (222,600) 

Total ca.sh How horn ºl!!!.ratlnfl activltles belbre chanl!..e In worklng capital CCS 344,241 582,.152 292,888 .166,755 30,460 2,325,496 
Toral cash "ows From investing activities (.224,093} 222,874 (82,54.12_ 35,297 {4,067l_ (.252,630} 
TotaJ cash Dows J'rom lnvestlnp adivlties 220,248 705,026 .109,347 202,952 26,393 .t,,262,866 

Exploration Intra-Group 

(.·) & P.-oductíon Refining Marketing Petrochem leal Corporation Eliminations Total 

Clean ces Pro,11: attribut:able t:o parent: company .11,629 342,247 237,764 2.10,573 (47,852} 553,362 
Non Recurring Items (78,809) 144,301 (17,552) 531 48,471 

IFRS Prol'lt attrlbutable tv parent: cornpsr,y (67,180} 485,548 .120,2.12 222,.104 {47,852} 602,832 
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The breakdown of "Difference in valuation and replacement cost", is as follow: 

2018 lh�rxeurM 
DiffcrEñf.i ii Vikfütí5o ri EipSüfobon a 

t�t� Pmductlon Ra:Ot\lnSI Mnti.ct..ng Pctroch<mlGal Cor�tlQn Tot.�1 
i!fOm ooetUQnl 

Inventories changes 153,474 6,369 6,340 166,163 
lnvcn1ores l!O'-ll3illn <�� (28,5161 '1,187) ¡113¡ ¡JO,H6l 

Total 124958 4,,1182 6.197 131i037 

2017 
Ciffriici 1ft v&lüiitióri rió Eipl6rrifüm 6 
,oo11<.,n..,1� P,oducllon Rellnln¡¡ MMlccrl.h11 Pctrocltcmlcol Cor22:ratfon Tllbll 

Profit í,orn operations 
Inventories changes 95,819 (11,266) 19,529 104,062 
InventorieS orovision cha�es 630 40 146 616 

Tul.al 96,449 (1!,,246¿ 19,677 104,IIIIO 

7. Investments in associates and joint ventures

"Investments in companies accounted far using the equity method" at the 2018 and 2017 year-end are 

presented in the table below: 

Company 

Medgaz, S.A. 

Apico, LLC 

Abu Dhabi Oil CO, Ltd (ADOC) 

Cepsa Gas Comercializadora, S.A. 

Nueva Generadora del Sur, S.A. 
CSCHEM Umited 

Other companies 

Total investments in assodates and joint ventures 

2018 

146,475 
62,667 

152,045 

30,987 
24,426 
50,339 

466,939 

Thousands of euros 
2017 

155,113 

62,998 

131,407 

4,565 

29,689 
26,784 

36,576 

447,132 

The CEPSA Group maintains an indirect share of ADOC of 12.88%, however, this company was incorporated 

since 2015 as an investment accounted far using the equity method, after proving during the analysis of the 

main shareholders' agreements that it had a significant influence over ADOC. 

CEPSA Group accounts far those investments and gains (losses) in associates and joint ventures using the 

Equity method. The main joint ventures are Medgaz, Nueva Generadora del Sur, SinarMas Group and Asfaltos 

Españoles whereas the main associates are ADOC, Apico and CSChem. 

Invesbnents In assoclates and joint Thousands of euros 

ventures Prolit l (lossl � integration 

12.31,2018 12.31.2017 12.31.2018 12.31.2017 

Joint Venture 212,506 205,994 4,018 29,935 

Associates 254 433 241138 19 438 � 
TOTAL 466,939 447,132 23456 47838 

The breakdown of the changes in 2018 and 2017 in the above-mentioned heading is as fallows: 
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Opening b/11;,na, 
Profit after taxes incurred in the year (discon�nued operations included) 

Dividends received during the year / Share Premium Reimbursement 

Additions of investments in assoclates and joint ventures 

capital increase through participative loans 

Disposals: 

Repayments / Retirements 

Mergers/Change in consolidation method 

Other changes 

Closü,g ba/ana, 

Notes 

Note 4 

2018 

447,132 
23,456 

(70,428) 
1,834 

53,909 

(4,565) 
15,601 

466,939 

1housands of euros 

2017 

47,838 
(49,843) 
47,086 

(3,916) 

(21,946) 

447,132 

On January 2018, the Group has acquired a new 35% stake of shares of Cepsa Gas Comercializadora, 

reaching a 70% ownership and changing therefare to full consolidation method. 

In 2018, a capital increase took place with participatory loans in SinarMas Cepsa Pte, Ltd, amounting 

to 53.909 thousand euros. 

Among 2017 additions, it is worth highlighting both the acquisition of CSCHEM Ltd far 25,586 thousand euros, 

leader manufacturer of LABSA in Nigeria, and the capital increase of Nueva Generadora del Sur (NGS) far 

14,490 thousand euros and SinarMas Cepsa Pte. Ltd far 7,010 thousand euros. 

The CEPSA Group regularly analyses the existence of impairment at its associates and joint ventures by 

comparing the total carrying amount of the associate or joint venture, including goodwill, to its recoverable 

amount. If the carrying amount exceeds the recoverable amount, the CEPSA Group recognizes the related 

impairment with a debit to the Consolidated income statement within the "Share in profit of companies 

accounted far using the equity method". According to the analysis described, no impairment of any 

investment accounted far by the equity method in 2018 has been recorded. (Note 12) 

In 2017, the impairment recognized far ADOC was reversed in the amount of 2,368 thousand euros, based on 

the favorable performance of crude oil futures prices. 

Disposals represents the sale, in July of 2017, of Ecansa and Amarco, subsidiaries that no longer belong to 

CEPSA Group. 

"Other movements" mainly includes the translation differences far fareign companies, mostly relating to US 

dollars and Japanese Yen, which arise from the closing rates of two periods. 

The principal financia! aggregates, by percentage share, relating to Companies accounted far using the equity 

method are summarized below: 

Total Assets 
Total Llabilities 

NetA..,,.,ts 

Total Revenues 

Pmfit lor llle yur 

Share of results of compon/es IJCaJllllft!tl fr,r /Jy uslng tlle l!qu/iy rm,tJr<Jd 
{dis,aontinued open,tions irtduded) 

2018 

975,338 
668 771 

306.567 

429 945 

.165,420 

23,456 

1housands ar euros 

201.7 

935,192 
698 153 

2.37.039 

516 333 

.139,635 

47,838 

The breakdown of Goodwill on companies accounted far using the equity method, reported according to the 

cash generating unit to which it was allocated, far 2018 and 2017 is as follows: 
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1018 
Oistributioo network compaiies 
Gas ccmpanies 
Petrochem1cal companies 

t,¡,b;,1/o\ """ p,:,dl.Clol <rmee« 

2011 
Oirect sales companies 
Dlstnbul:lon netwcrk compames 
Gas companies 
---e 

Tou/ 

S<glllCllfj 
Distritxltion 
Gas and Power 
Petrochem1cal 

f>pi<rllocn3-P:<w:-

� 
Oistnbut10n 
Distrlbution 
Gas and Power 

"""""""'""' 

bptY"dOCl'l & �11!?" 

b.lJIMo l�J.CIL18 
6,667 

124,779 
lS,313 

§0.IJJ 

1119,898 

�-l1al•l0L01..11 
2< 

6,667 
(24,779 

§6,SID 

197.HIJ 

Addll ... Olluol<banpao 

(8,6<3) 
l.%3 

(,f,6/IIJ) 

-u- OtJ,ct <hll"9!! 

10)1)4 (1,11!1) 

C§il71) 

.10,o;II (II.JS1) 

Thrusands á euros 

Balance at 
_ '.'t!i!!!!'!_..!i.!1P.;!!"""'L i- .ll..lL18 

6,667 
124,779 

9,670 
6',10� 

�1Jd 

llalanceat 
� lmp,lrm<tlll- 12.31.11 

(24) 

(:,4) 

6,667 
124,779 
13,JIJ 
60,119 

JIIJ\'98 

On March 2018, the measurement of assets of CSCHEM Limited has finished, which was acquired in 2017. 

"Other movements" mainly reflects the reevaluation of the initial goodwill. 

In 2017, the heading for acquisitions includes the initial measurement of assets acquired of CSCHEM in March 

2017. 

The summarized financia! information for the joint ventures partly owned by CEPSA Group at December 31, 

2018 and 2017 is as follows: 

Revenue 
E,penses 
Amortization charge 
lmpairment on non-current assets 
Share in profít of companles accounted fOf using the equity methocl 
Other operating income (expeí6eS) 
Net foreign exchange galn (loss) 
Financ:e 1ncome 
Flnance costs 
Ga1r.s or losses on disposals of non-currt!nt d.'.Seé.5 
Other gains (losses) oo financia! 1nstruments 
Profit befora bue 
Income tax 
Ptoftt ffl the period from contlnuing operiltions 
Ptofit fur the pariod from díscontinued operatfons 
Net prufit for the period 

Ot.her comprehenslve income/loss 
Total comprehe�ve income 
% 51:akeholding 
Con9Gliation profit 

Dividends 

Non-current assets 
Current assets 
TOTAL ASSETS 

Non-current liabilíties 
Current l@btlities 
TOTAL UABILITIES 

NETASSETS 
% stakeholding 
Stake in net UMb 
Goodwill 
Carrying valK!I of investment 

Asfatto■ Españoles, S.A. Nueva Generadoni del Sur, S.A. 

12.31.2018 12.31.2017 12.31.2018 12.31.2017 
40,563 

(34,911) 
(5,971) 

l,812 

(2) 
3 

(JSl) 

1,343 
(315) 

1,028 

1,028 

1,028 
50% 
514 

1,000 

39,217 
(31,017) 

(5,993) 

1,808 

5 
(182) 
(36•) 

l,477 
(862) 

l,595 

2,595 

2,595 
50% 

1,298 

4,675 
(2,205) 
(1,965) 

2,000 

(62) 

2,443 
152 

2,595 

2,595 

2,595 
50% 

1,298 

4,860 
(2,357) 
(1,88<) 

(22,896) 

59,889 

(328) 
198 

37,482 
(10,267) 
27,215 

27,215 

27,215 
50% 

13,608 

stnarM• Cepsa Pte, LID 

12.31.2018 12.31.2017 

112,893 
(1«,253) 

(15,377) 

(780) 
3,637 

(24,942) 

(68,822) 
(825) 

(69,647) 

(69,647) 

{69,647) 
50% 

(34,824) 

33,008 
(27,493) 

(7,878) 

(4,42') 

(4,895) 
(11,682) 

(298) 
(11,980) 

(11,980} 

(11,980) 
50% 

(5,990) 

Asfetto& Españoles, S.A. Nueva Gen.adora del Sur, S.A. SinarMm Cepsa pte, LTD 

Medgaz 

12.31.2018 

229,838 
{21,176) 
(53,456) 

1 
74 

(37,918) 
(224) 

117,139 
(29,162) 
87,977 

87,977 

87,977 
42% 

37,030 

Medgaz 

12.31.2017 

222,711 
(22,815) 
(53,13<) 

(173) 
(2) 

(<0,074) 
(874) 

105,639 
(27,30<) 
78,335 

78,335 

78,335 
42% 

32,971 

38,428 

lhousands of euros 

Cepsa Gu Camerd■Jizadora 

12.31.2018 12.31.2017 

588,521 
(620,232) 

(288) 

(166) 

73 
(126) 

(32,218) 
(1,925) 

(34,143) 

(34,143) 

(34,143) 
35% 

{11,950) 

Tho16cmcts of euros 
Cepsa Gas Comercializadora 

12.31.2018 12.31.2017 12.31.20111 12.31.2017 12.31.2011!1 12.31.2017 12.31.2018 12.31.2017 12.31.2018 12.31.2017 

927 
115,962 

116,889 

49,595 40,309 '1,940 65,JM 32.4,458 320,070 637,192. 689,932 

8,955 
57,550 

l,J92 
22,756 

24,948 

32,602 
50% 

16,301 

16,301 

6,625 
54,934 

15,891 
5,789 

21,680 

33,254 
50% 

16,627 

16,627 

65,099 
7D,039 

<68 
7,598 

8,066 

61,973 
50% 

30,987 

30,987 

3,2.30 
68,544 

508 
8,658 

9,166 

59,378 
50% 

29,689 

29,1589 

137,837 

462,295 

256,712 
168,098 

424,810 

37,485 
50% 

18,743 

18,743 

120,04'1 
440,122 

386,784 
53,]]8 

440,122 

50% 

30,609 
667,11181 

562,713 

5],622 
616,335 

51,546 
42.09% 
21,696 

124,779 
146,475 

28,88<\ 
718,816 

599,826 
46,922 

646,148 

72,068 
42.09% 
30,333 

124,779 
155,112 

11,851 
91,997 

103,848 

13,041 
35% 

4,564 

4,564 

In 2018, a dividend from Medgaz has been received for an amount of 36,618 thousand euros, as well as a 

premium refund for an amount of 9,050 thousand euros. 

In 2017, dividends amounting to 38,428 thousand euros were received from Medgaz. In addition, Medgaz also 

reimbursed a premium in the amount of 2,105 thousand euros. 

Table II, which forms an integral part of these Notes to the Consolidated Financia! Statements, details the 

main joint operations and jointly controlled assets, in which the CEPSA Group has an interest. The 

accompanying Consolidated Financia! Statements include the assets, liabilities, expenses and income arising 

from these investments based on the percentage of ownership in them. 
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In addition, the summarized financia! information for the main associates of the CEPSA Group at December 

31, 2018 and 2017, is presented as follows: 

Apico Abu Dhabl Oil CO, Ltd (ADOC) 
12.31.2018 12.31.2017 12.31.2018 12.31.2017 

Revenue 34,132 25,294 333,262 382,154 
Expenses (6,788) (6,418) (159,820) (257,894) 
Amortlzatlon charge (8,194) (4,895) 
trnpairment on nan-current assets 18,385 
Share in profít of companies accounted far uslng the equity method 
Other operatmg income {expenses) 
Net foretgn e.xchange gain {loss) 
Finance income 9 13 

Finance costs (8,819) (1,152) 
Gains or losses on d1sposals of non-current assets 
Other galns (losses) on finandal instruments (653) (25) 
Ptofit before tax 18,506 13,969 164,623 141,493 
rncome tax (11,078) (9,411) (69,390) {81,248) 
Profit for the period from continuing operations 7,428 4,558 95,233 60,245 
Proflt for the period from discontlnued operations 
Net pral'"rt: l'ur the period 7,428 4,558 95,233 60,245 
Other comprehenslve income/Joss 
Total comprehenslve income 7,428 4,558 95,233 60,245 
O/o stakeholdlng 39% 39% 12.88% 12,8811:1/o 
Consolídation profit 2,897 1,778 12,266 7,760 

Dlvldends 7,935 8,456 1,696 

Apico Abu Dhabt Oil CO, Ltd (ADOCJ 
12.31.2018 12,31,2017 12.31.2018 12.31.2017 

Non�current assets 141,961 141,569 1,524,831 1,369,007 

Current assets 20,98B 11,976 285,911 198,504 

TOTAL ASSETS 162,949 153,545 1,810,742 1,567,511 

Non-current liab1lities 3,543 6,374 898,088 874,009 
Current liabilities 42,554 27,485 97,145 13,464 

TOTAL l.IABILITIES 46,097 33,859 995,233 887,473 

NET ASSETS 116,852 119,686 815,509 680,038 
o/o stakeholding 39% 39% 12.88% 12.88% 
Stake in net assets 45,572 46,678 105,038 87,589 
Goodwlll 17,094 16,320 47,007 43,818 
Carrylng value of investment 62,667 62,998 152,045 131,407 

SIL/CSCHEM 
12.31.2018 12.31.2017 

258,875 90,683 
(247,576) (72,776) 

(7,701) (759) 

294 
3,580 
1,906 

(5,640) (3,012) 

3,738 14,136 
(761) (2,269) 

2,977 11,867 

2,977 11,867 

2,977 11,867 
30% 30% 
893 3,560 

3,249 

SIL/CSCHEM 
12.31.2018 12.31.2017 

63,461 10,515 
63,931 65,120 

127,392 75,635 

25,448 10,428 
52,759 36,971 

78,207 47,399 

49,185 28,236 
30°/o 30% 

14,756 8,471 
9,670 18,313 

24,426 26,784 

Tllousands of a.iros 

cep,a Glbnllt.ar 
12.31.2018 12.31.2017 

200,388 
(199,735) 

(204) 

(33) 

416 
(426) 
(10) 

(10) 

(10) 
50% 

(5) 

848 

94,710 
(90,821) 

(397) 

(105) 

3,387 
(578) 

2,809 

2,809 

2,809 
50% 

1,405 

Thousands of euros 
Ce� Gibraltar 

12.31.2018 12.31.2017 
13,000 13,583 
Z7,634 30,049 

40,634 43,632 

2,764 
23,646 22,054 

23,646 24,818 

16,988 18,814 
50% 50% 

8,494 9,407 

8,494 9,407 

In 2018, dividends were received from Apico, LLC and CSCHEM for an amount of 7,935 and 3.249 thousand 

euros respectively. In 2017, a dividend of 8,456 thousand euros was received from Apico, LLC. 
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8. Intangible assets

The breakdown of the gross investments in intangible assets, the related accumulated amortization and 

impairment far 2018 and 2017 is as follows: 
Thousands of euros 

Additions or Otller changes / 

Balance at Business Charge for the Translation Retirements or 

2018 01.01.18 COmbinations year Transrers differences Disposals Balance at 12.31.18 

Asset5 

Explorat1on and evaluation assets 682,980 6,540 (23,117) 28,075 (66,709) 627,769 

O&G possible ar cont1ngent reserves (B.c.) 19,961 946 20,907 

O&G proven reserves (Be ) 2,461,081 4,508 123,473 (104,063) 2,485,000 

Concesions, patents and licences 112,396 928 452 (916) 112,860 

Computer sofware 253,388 35,062 (3,429) 3,443 (106) 288,358 

Other intangible assets 686,694 60,232 161 16,567 (41,342) 722,312 

Total Assets 4,216,500 107,270 (25,932} 171,588 (212,220} 4,257,206 

AmortisatiOn 

Exploration and evaluation assets (641,611) (14,195) 12,588 (25,468) 66,709 (601,977) 

O&G poss,ble ar conlingent reserves (B C.) (66) (4) (70) 

O&G proven reserves (B.c.) (874,083) (36,352) 4,443 (49,157) 7,636 (947,513) 

Concess1ons, patents or licences (66,415) (4,338) (437) (71,190) 

Computer sofware (174,835) (18,894) (4) (2,480) 106 (196,107) 

Other intangible assets (185,261) (32,343) (2,181) 1,922 (217,863) 

Total AmortiSdtíon (1,942,271} (106,122) 17,027 {79,727} 76,373 (2,034,720} 

lmpairment (Note 12) 

Explorat,on and evaluation assets (18,821) (18,821) 

O&G possible ar conbngent reserves (B.C) (19,894) (19,894) 

O&G proven reserves (B.C) (1,546,798) (2,726) 69,188 (74,327) 96,429 (1,458,235) 

Concess1ons, patents ar licences (1,418) (67) (1,485) 

Compute, sofware 

Other intangible assets (81,166) (60) 437 (1,926) 60 (82,655) 

Total Im¡Mirment (Note 12) (1,668,097} (2,786) 69,625 (16,!120) 96,489 (1,581,089} 

/1/"1 l11ta11glblai'ISSl!ts 606,132 {1,638) 60,720 15,541 (39,358} 641,397 

Thousands of euros 

Addrtions or Other changes / 

Balance at Business Charge for tne Translation Retirements or 

2017 01.01.18 COmbinations year TransferS differences Dlsposals Balance at 12.31.18 

Asset5 

Explorat1on and evaluat1on assets 910,725 53,967 (140,602) (66,529) (74,581) 682,980 

O&G possible ar cont1ngent reserves (B C) 19,293 3,100 (2,432) 19,961 

O&G proven reserves (B-c.J 2,605,826 27,774 307,314 (314,849) (164,984) 2,461,081 

Concesions, patents and licences 116,236 183 358 (4,381) 112,396 

Computer sofware 230,436 24,538 1,334 (2,914) (6) 253,388 

other intangible assets 572,547 145,211 45,330 707 (26,SJS) (50,566) 686,694 

Total Assets 4,455,063 145,211 151,792 172,211 (417,640) (290,137} 4,216,500 

Amortisation 

Explorat1on and evaluat1on assets (735,423) (68,517) 21,098 67,489 73,742 (641,611) 

O&G possible ar cont1ngent reserves (B C} (11,935) 10,613 1,255 (66) 

O&G proven reserves (B.C ) (804,093) (27,330) (221,994) 116,371 62,963 (874,083) 

Concess,ons, patents ar licences (63,718) (4,231) 1,535 (66,415) 

Computer sofware (160,679) (15,959) (18) 1,815 (174,835) 

Other intangible assets (175,978) (14,935) 191 4,294 1,167 (185,261) 

Total AmortiSdtíon (1,951,826} (130,972) (190,110) 192,759 137,878 {1,942,271) 

lmpairment (Note 12) 

Explorat,on and evaluat1on assets (21,71 l) 2,890 (18,821) 

O&G poss,ble or contingent r,,serves (B,C ) (7,358) (15,590) 3,054 (19,894) 

O&G proven reserves (B C ) (1,771,889) (96,270) 237,509 83,852 (1,546,798) 

Concessions, patents or llcences (1,613) 195 (1,418) 

Cornputer sofware 

Other 111tangible assets (96,846) 10,901 4,779 (81,166) 

Total Im¡Minnent (Note 12} (1,877,706) (133,571) 254,549 88,631 (1,668,097} 

----

Nar lnmngf/J/e ll!i5«S 625,531 145,211 20,820 (151,470) 29,668 (63,628} 606,132 
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The Other intangible assets caption includes, among others, the fallowing remarkable assets belonging to 

specific Group companies: 

• Petral and Gas Stations network location, far a gross amount of 145,211 thousand euros and 

accumulated depreciation of 4,012 thousand euros;

• Preferential right of use of the Central pipeline of Colombia, far a gross arnount of 201,178 thousand

euros, but accumulated depreciation and impairrnent of 138,789 thousand euros;

• Greenhouse gases emission allowances in companíes with industrial plants, far a gross amount of

61,657 thousand euros.

The additions to intangible assets amounting to 107,270 and 151,792 thousand euros in 2018 and 2017 

respectively, mainly correspond to investments in software, to exploration assets, particularly in 2017, as well 

as, those classified in the Other intangible assets heading also include the free assignment of C02 emission 

allowances (see Note 18) under the National Emission Allowances Assignment Plans. 

Additions also includes 2,827 and 22,434 thousand euros, far 2018 and 2017 respectively, related to 

capitalized expenses, which were credited to their corresponding captions in the accompanying Consolidated 

Statement of Profit or Loss. 

The "Business Combinations" shows, in 2017, the purchase price of 145,211 thousand euros, within the 

acquisition of 23 petral gas stations. 

"Other movements" mainly reflects the impact of exchange rate fluctuations with respect to the euro in the 

fareign subsidiaries. 

Disposals of intangible assets in 2018 and 2017 mainly related to exploratory assets, remarkably in Thailand, 

as well as to the annual deliveries of C02 emission allowances, for those used in the respective previous years. 

There was not significant intangible impairment índícators for 2018 (see notes 12 and 22). Accumulated 

impairment at December 31, 2018 and 2017, amounted to 1,581,087 and 1,668,095 thousand euros, 

respectively. They mainly correspond to Oil and Gas Reserves, both Proved and Possible, acquired through 

Business Combinations, and to a lesser extent, to the Preferential Right of Use of the Central Oil Pipeline of 

Colombia, right contributed by Cepsa Colombia, S.A. 

Greenhouse gases emission allowances have moved as follows: 

Openinfl_ balance 

Asignments/ acquisiOOns 

Gains/ Losses and Impairments 

Deliveries/ disposals 

Other chanoes 

aasinfl. SiJ/ance 

Thousands of euros 

3�992 
63,802 

(60) 

(39,112) 

61,622 

2018 

Toousands of metric 

tDnes 

�6U 
6,109 

(6,532) 

�l88 

2017 

Thousands of metrlc 

Toousands ar euros tones 

4?,_264 7,;592 
42,876 8,799 

(48,148) (9,780) 

3�992 �6U 

Ernission allowances assigned far no consideration are initially measured at the market price prevailing at the 

beginning of the year to which they relate. In 2018 the allowances relating to emissions made in 2017 were 

delivered and the related amount was derecognized from intangible assets and from the short-term provísíon 

far contingencíes or charges. 

At December 31, 2018 and 2017, the Group had intangible asset purchase commitments amounting to 

195,341 and 248,770 thousand euros respectively. 

At December 31, 2018 and 2017, fully amortízed intangible assets still in use totaled 815,096 and 659,277 

thousa nd euros respectively. 

Regarding those intangibles with indefinite useful life, their net book value as of December 31, 2018 and as of 

December 31, 2017 accounts for 25,273 and 24,565 thousand euros respectívely. 
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9. Goodwill on consolidation

The breakdown of "Goodwill on consolidation", disclosed by business unit, in 2018 and 2017 is as follows: 

18 n�da'4 

........... 

c.,.¡,r.w!!!!!,:Lll\b o.&ancelllOLCU.US .........,,. Dlhd.c:� Rcllt1:fflcntl tm�nu- ll.>1.J.a 

CGU Petrochtmcal LA9/LAS 24,016 (2,5'16) 21,470 

CGU Power t22 (3) l19 

CGU Refiring & M;;rketing 71,333 (1,126) 70,207 

CGJW'- 27.237 711 (27,948J � 

T- 1� (-?r_•UJ. (V.H8l !1�7116 

:,017 

Balona,at 

Ci;h Gctl0.tl11J lhti �•lOJ..OJ,17 Add/U- Otb111 tbmua Aetlt«!nMU:Jm �!f?!!rmcnts U..lU? 
CGU Pelrochemicail LAB/L.AS 27,814 (3.798) 24,016 

CGUPowe-- 122 122 
CGU Renrnng & M�tJng 23,'112 47,921 71¡333 
CID f!F.I) ltw!lnO 197884 ,1'51286� ttSS 361) 27

f
237 

11>1.i l�U.l ""UJ. !-"'� {!Í!,."'l JB:1D!I 

In 2017, additions include 47,921 thousand euros relating to the price purchase allocation process in 

connection with the acquisition of 23 petral gas stations, added in 20 companies, which were considered as 

one single item at the consolidated leve!. The business combination has been considered completed on June 

30, 2018, with the deferred payments included at fair value pending settlement. 

Impairment tests are performed far cash-generating units to which goodwill has been allocated, to verify the 

recoverability of the carrying amount. Because the recoverable amount is lower than the carrying amount, an 

impairment loss has been recognized as an expense under "Impairment and gains or losses on disposals of 

non-current assets" in the Profit and Loss Consolidated Statement. Both in 2018 and in 2017, impairments 

refer to goodwill arising on the Coastal Energy Group business combination. (Note 12) 

The recoverable amount of the business units was determined on the basis of their value in use calculated 

consistent with the assumptions and cash flows included in the Group's strategic plan (Note 3.h). 

"Other changes" includes changes in exchange rates on Detén Química, S.A.'s goodwill and Coastal Energy 

Group's goodwill, as the year-end exchange rate was used (Note 3.a). 

Goodwill in consolidation with indefinite useful life has a net book value as of December 31, 2018 and as of 

December 31, 2017, of 91,796 and 122,708 thousand euros respectively. 
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10. Property, plant and equipment

The breakdown of the gross investments in Property, Plant and Equipment, accumulated depreciation and 

impairment far 2018 and 2017 is as follows: 

Thousands of euros 

Additions or Other changes / 
Balance at Business Charge for the Translation Retirements or 

2018 01.01.18 Combinations year Transfers dlt'ferences Disposals Balance at 12.31.18 

Asse/5 

Land and structures 359,314 1,210 5,012 545 (4,373) 361,708 

Plant and machinery 8,399,151 13,703 204,386 23,038 (94,731) 8,545,547 

011 & Gas Assets 2,501,054 172,512 234,571 52,690 (461,251) 2,499,576 

Other facilites, furníture 108,360 64 1,761 2,717 (564) 112,338 

Advances and property, plant and equlpment under construction 864,050 2,015,295 (507,925) 96,536 (32) 2,467,924 

Other property, plant and equipment 1,400,482 78,007 40,272 (82,053) 1,436,707 

Total Assets 13,632,411 2,202,784 15,812 215,798 (643,004} 15,423,800 

Deprecia/ions 

Land and structures (109,436) (5,152) 893 (657) 1,408 (112,944) 

Plant and machinery (5,560,062) (368,615) 57,460 (8,833) 52,006 (5,828,044) 

Oil & Gas Assets (2,025,924) (105,455) (62,336) (30,718) 443,607 (1,781,826) 

Other facíl�es, tools and furn�ure (88,649) (5,028) (10) (2,153) 559 (95,281) 

Other propert, plant and equiprnent (435,651) (46,805) (2,929) (5,653) 61,558 (429,480) 

Total Depreciations (8,219,722} (532,055} (6,922} {48,014) 559,1.38 (8,247,575} 

Impairments 

Land and structures (1,352) (285) 285 (1,352) 

Plant and machinery (312,502) (2,371) (46,006) (4,798) 33,464 (332,213) 

011 & Gas Assets (55,196) (439) (23,890) (4,915) 15,325 (69,115) 

Other facilites, tools and furniture (317) (317) 

Other propert. plant and equipment (698,613) (33,130) 11,132 (720,611) 

lmpairment,; (note 12} (1,067,980} (3,095) (69,611) {42,IJ,I.J} 59,921 (1,123,608) 

Net propt!lty, p!unt,md «¡Uipment 4,344,709 J,667,635 (60,722} 124,941 (23,945) 6,052,617 

Thousands of euros 

Additions or Other changes / 

Balance at Business Charge for the Translation Retlr@m<!nt:s or 

2017 01.01.17 Combinations year Transfers differences Disposals Balance at 12.31. 17 

As�ts 

Land and structures 322,347 23,277 7,603 15,162 (3,360) (5,715) 359,314 

Plant and machinery 8,360,205 985 32,759 235,250 (160,715) (69,333) 8,399,151 

011 & Gas Assets 2,929,925 48,840 (242,245) (142,744) (92,722) 2,501,054 

Other facilites, furniture 109,S39 795 671 5,983 (8,374) (254) 108,360 

Advances and property, plant and equipment under construction 602,329 466,368 (203,501) 4,679 (5,825) 864,050 

Other property, plant and equipment 1,513,496 14 6,576 25,705 (122,187) (23,122) 1,400,482 

Total Assets 13,837,841 Z5,07J 562,817 (163,646} (432,701} (196,971} 13,632,411 

Depreciations 

Land and structures (112,263) (5,171) (6,083) 12,315 1,766 (109,436) 

Plant and machinery (5,212,411) (382,198) (38,271) 26,875 45,943 (5,560,062) 

Oíl & Gas Assets (2,250,289) (94,985) 162,999 100,861 55,490 (2,025,924) 

Other facilites, tools and FurMure (85,031) (5,891) (4,681) 6,903 51 (88,649) 

Other propert, plant and equipment (401,951) (61,236) (3,388) 23,177 7,747 (435,651) 

Total Ocpredations (8,051,945) (549,481} JJ0,576 170,131 110,997 (8,219,722} 

Impalrments 

Land and structures (1,648) 296 (1,352) 

Plant and mach inery (339,814) (2,200) 6,122 23,390 (312,502) 

Oil & Gas Assets (325,999) (1,307) 226,169 8,709 37,232 (55,196) 

Other facilites, tools and furniture (317) (317) 

Olher propert, plant and equiprnent (656,281) (129,657) (21,629) 99,546 9,408 (698,6 l3) 

/mpairments (note 12} (1,324,059) (133,164} 204,540 114,377 70,326 (1,067,980} 

Net p,Qf)t!rty, plh11t ;,11d equtpment 4,45.1,837 25,071 (119,828) 151,470 (148,193} (15,648} 4,344,709 
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Additions to property, plant and equipment, which amounted to 2,202,784 thousand euros in 2018 and 

562,817 thousand euros in 2017, relate most notably to the following items: 

• Exploration and Production: investments made far development or to increase activity in various

countries (mainly United Arab Emirates and Algeria in 2018; Peru, Colombia and Algeria in 2017) These

investments in the segment reached in 2018 an amount of more than 1,600 million euros, being

outstanding those 1,434 million euros derived from the agreement signed in March 2018 with ADNOC,

referred to a 20% stake in Sateh Al Razboot and Umm Lulu oil fields, in Abu Dhabi coastal area, and far

a 40-year concession.

• Refining: investments made to improve industrial facilities, aimed at minimizing environmental impact

and increasing efficiency and conversion rate, as well as focused on safety in activity. Far 2018 they

have amounted to around 390 million euros.

• Distribution: investments to maintain or increase market share and presence in markets such as the

service stations one. Far 2018 they have amounted to around 100 million euros.

• Petrochemicals: investments far keeping on the functionalities of our plants in Spain, Canada, Brazil ar

China. Far 2018 they have amounted to around 80 million euros.

"Additions" includes capitalized costs relating to the starting-up period of various items of property, plant and 

equipment which were credited to the accompanying Consolidated Statement of Profit or Loss. They 

amounted to 44,142 thousand euros and 13,404 thousand euros in 2018 and 2017, respectively. The 

capitalized financia! costs were not significant. 

"Business Combinations" reflects in 2017 the purchase price of 25,071 thousand euros, within the acquisition 

of 23 petral gas stations. 

"Other movements" mainly reflects the impact of exchange rate fluctuations with respect to the euro in sorne 

of the foreign subsidiaries. 

"Disposals or Retirements" mainly includes, far both years, the disposal of highly depreciated technical 

facilities as well as of exploration and production oil and gas assets, highly depreciated too. 

There was not significant tangible assets impairment far 2018 (see notes 12 and 22). Accumulated impairment 

at December 31, 2018 and 2107, amounted to 1,123,608 and 1,067,980 thousand euros, respectively. They 

mainly correspond to Mobile Offshore Platform Units contributed by the subsidiary MOPU Holdings (Singapore) 

Pte, Ltd., and to a lesser extent, to technical installations and Oil & Gas Assets. 

At December 31, 2018 and 2017, the Group had property, plant and equipment purchase commitments 

amounting to 1,892,105 and 1,489,217 thousand euros respectively, relating mainly to exploration and 

production investments. 

At December 31, 2018 and 2017, no material items of property, plant and equipment had been pledged to 

secure compliance with obligations relating to the ownership thereof. 

At December 31, 2018 and 2017, fully depreciated property, plant and equipment still in use totaled 3,742,511 

and 3,449,365 thousand euros respectively. AII these assets relate to facilities in operation and are not 

depreciated as a part of the equipment involved. 

The breakdown of the items of property, plant and equipment acquired under finance lease arrangements at 

December 31, 2018 and 2017, is as fallows: 

2018 

Acalmulated 
Coot Otprod.ndon CanylnpAmount 

61'q �""'' �,J 

6,14!1 (S,206) !U3 
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In 1996 certain consolidated Group companies revalued their property, plant and equipment pursuant to Royal 

Decree-Law 7/1996 of June 7, increasing the carrying amount of these assets by 117,350 thousand euros. 

This increase in value is being depreciated (the depreciation charge is a tax-deductible expense) with a charge 

to profit in 1997 and subsequent years based on the years of residual useful lives of the revalued assets. 

Certain CEPSA Group companies have been granted administrative concessions by the Spanish State to use 

mooring facilities and access and adjacent areas at the ports of Santa Cruz de Tenerife which will revert to the 

State in 2030, Algeciras-La Línea in 2022 and Palos de la Frontera from 2018 to 2065. CEPSA Group 

Management expects that these concessions will be renewed when they expire. It also considers it 

unnecessary to make a provision far the dismantlement of these investments, as they are maintained properly 

and their renewal is foreseeable. 

The Group has taken out insurance policies to cover the possible risks to which its property, plant and 

equipment are subject and the claims that might be filed against it far carrying on its business activities. 

These policies are considered to sufficiently cover the related risks. 

11. Financia! Assets

The breakdown of the financia! assets, with the exception of cash and cash equivalent, as of December 31, 

2018 and December 31, 2017, classified by nature and by category far valuation purposes, is as follows: 

Finance assets by type/ catego,y (accordlng IFRS 9) 
Equity instruments 
loans 

lt Derivatives 

Nontimenl 

Equity instruments 
Loans 
Derivatives 
T rade receivables 

00,.,,Fln,!Jl(tasstl.< 

Financlal assets at fair value through 
profit and loss 

14,892 

14 892 

352 

4,910 

Curreot S,2G2 

Finance assets by type/ category (accordlng IAS 39) 
Equity instruments 
Loans 
Derivaüves 
oo,., F"'•nce assets 

Noncurr-ent 
Equity instruments 
Loans 
DerivaUves 
Trade receivables 

C\helf,i•ntt"W 
CUrrent 

TDlil/ 

Held-for--tradlng Available-for-sale 

Finance assets Finance assets 
8,283 

8283 

1,055 

4,634 1055 

4,634 9,3,38 

Financia! assets 
at amortised cost 

90,906 

23 450 

114 356 

75,101 

1,901,584 

21 517 

1,998,2112 

z.11..tssa 

Loansand 
receJvabfes 

85,421 

20490 
105911 

146,752 

2,052,856 

44,053 

2,243,661 

Thousands c:I euros 
2018 

Financia! assets at 
fair value through Hedging 

OCI derivatives Total 
14,892 

90,906 

228 228 

23 450 

218 129 476 

352 

75,101 

28,587 33,497 

328,285 2,229,869 

21,517 

32829S 28,5H7 Z,360.336 

.128,.ZBS 28,/IJS Z,4119,BU 

2017 

Held-to-maturity Hedging 
tnvestment derivatNes Total 

8,283 

85,421 

2,873 2,873 

4975 2S •6S 

4975 2873 1220!2 
1,055 

146,752 

8,854 13,488 

2,052,856 

44,053 

B..854 2,2S8J04 

4,975 11¡727 2,380,246 

The group has elected to apply the limited exemption in IFRS 9 paragraph 7.2.15 relating to transition far 

classification and accordingly has not restated comparative periods. 

The categories described according to IFRS 9 remains largely the same as it was under IAS 39, as shown on 

the table above by the comparison of both periods. The only exceptions are the following: 

- The "held to maturity" category under IAS 39, already measured at amortized cost, become part of

the category "financia! assets at amortized cost" according to IFRS 9.
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- The "Available for sale" category under IAS 39, which corresponds to equity instrument mostly

valued at cost, becomes part of the category "Financia! assets through profit and loss" under IFRS 9.

This change only applies prospectively from the date of initial application of this standard and has no

impact on the Group's consolidated financia! reserves at that date.

- The "Financia! assets through OCI" category under IFRS 9 comprises the trade receivables subject to

possible securitization. These debtors were measured at amortized cost under IAS 39.

The movements and balances in financia! assets accounts for 2018 and 2017, excluding trade receivables, are as 

follows: 

Thousands of euros 
Balance at 

2018 Balance at 01.,01.18 Addltlons Tranefer. Othcr cha!l!es Di9�1s 12.31.18 
Non--current JOans to associates and Joint ventures 27,202 13,150 58,537 (42,897) (392) 55,600 
other non-current loans 74,344 15,063 5,927 332 (52,751) 42,915 
Other non-current F1nance assets 37,812 7,817 (618) (1,530) (3,745) 39,736 
Jn•�!!rnt."OL 111¿16¡ (592) 194 8,33� !8,71§1 
Total non-currrurt /oans and Finance assets 1ZZ,tu2 3�438 63,IU6 {43,30:I.) {48,549) :1.29,476 

Current loans to as!iOCiates and joint ventures 114,225 21,620 (59,927) (10,708) (14,454) 50,756 
Other current loans 42,493 4,612 2,667 2,757 (15,976) 36,553 
Other current Finance assets 58,596 78,456 1,243 (82,927) 55,368 
ll�lfnl<SII !9,966¡ ¡302¡ ¡J,!!33¡ l,O'll ¡ii,no¡ 
Tt,rnf ,:u�,t lo.,,. .tt,d ¡tl,1.tttOd � 205,348 :t.04,386 {57,260) {9,741} {:l.:1.2,266) :1.30.,467 

Balance at 
2017 Balance at 01,01.17 Addltions Triilnsfers otlu:rr cha!Ji!es Dis�ls 12.31.17 
Non-current loans to associates and Joint ventures 182,358 35,192 (122,634) (599) (67,115) 27,202 
Other non-current loans 77,096 32,539 (3,880) (4,072) (27,339) 74,344 
Other non-current Fmance assets 50,513 1,026 (80) (2,542) (11,105) 37,812 
lt!!@lrtnBtt !13,J� {8,058) 2S1 3,866 !17J;l6l 
Tot:al non-cv,-,-er,t laans and Finance asseB 296,59.2 60,699 (126,594) {6,962) {:l.0:1.,693) 122,042 
Current loans to asscx:lates and joint ventures 15,956 3 113,185 (340) (14,579) 114,225 
Other current loans 69,998 11,741 4,399 (138) (43,507) 42,493 
Other current Finance assets 64,004 35,827 (1,633) (39,602) 58,596 
lm�1rm,,11 P'-,ll!!/ll u,,o, !,2,'lbr;! 
Total current /oallt!i •nd Finance as:sets �.27,S!JO 47;57:J .1.17.,584 {2,:1.:1.:1.) {85,586) 205r348 

"Loans to associates and joint ventures" include loans to associates as well as the loans granted to jointly 

controlled entities. CEPSA Group has given a series of loans to SinarMas - Cepsa, a joint venture established 

for the construction in Indonesia of a new plant far fatty alcohols treatment, within its strategy of diversifying 

in manufacturing and commercializing surfactants. This financing arrangement, on market terms and 

conditions, amounts to 92,445 thousand euros in 2018 and 126,871 thousand euros in 2017, and has maturity 

dates until January 2023. 

As a consequence of the losses accumulated by the SinarMas Group in 2017, which exceed the interest held 

by the CEPSA Group, an impairment loss of the amount of 7,998 thousand euros was recognized. In 2018, the 

impairment has been completely reversed, once the losses no longer exceed the value of the investment. 

(Note 12) 

In 2017 the impairment in "Loans to associates and joint ventures", linked to the loan granted to NGS was 

reversed. 

There is no evidence of any new impairment referring any other loan. 

The breakdown by maturity of the balances of "Loans to associates and joint ventures" and "Other loans" at 

December 31, 2018 and December 31, 2017 is as follows: 

l"hol..lSands <:A euros 

Maturfng In: 
2018 2019 1020 lOU lOU 20:1.l Over 5 X!!!• Total 
Loans to assoc1ates and _¡oint ventures 50,756 "8,m 6,823 106.356 
Other loons 36,553 21,210 7,473 1,813 282 12,137 79.468 

r_, B7,_309 z1,z10 7,473 1,813 49,059 1B,!,60 1B5,B24 

Maturing in: 
2017 10\8 1019 lO�O 2021 2022 Ott., s :ie.i,. Total 
L0,:1ns �n ,lQw....-.,rN ,.,� .,ttJr.$ ve,..,tures l:•,2,6 27,;QI l"'fi.4i7 

Ot:her toans 42,494 68,432 798 798 4,315 116,837 

r_, 156.720 95.633 798 798 4315 258,264 
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The average interest rate applied by Cepsa to loans granted to related parties in 2018 and 2017 was similar to 

the average cost of externa! financing fer the same type of transaction. 

12. lmpairment of assets

As indicated in Note 3.h, the CEPSA Group performs an impairment test on its assets and cash-generating 

units at the closing date of the balance sheet or whenever there are circumstances that indicate this is 

required. The recoverable amount of the assets is estimated in order to perform the impairment test in 

accordance with Note 3.h. Based on these impairment tests, the breakdown of the gross impairments 

recorded is as follows: 

Intangible assets (Note B) 
Property, plant and equipmeot (Note 10) 
Goodwill (Note 9) 
Investments accounted far using the equity method (Note 7) 
Other Finance assets (Note 11) 

Total 

Charges for the year 
2,725 
3,095 

27,948 

591 

34,360 

2018 

Reversa! 

(2,803) 

(8,296) 

{11,099) 

Charges for the year 

o 

133,164 
155,361 

8,058 

296,583 

Thousands of euros 

2017 

Reversa! 

(5,100) 
(6,574) 

(2,358) 

{14,042} 

In 2018, it is important to note that in the case of impaired Coastal Group assets, mainly located in Thailand 

and Malaysia, the impairment relates to exploratory assets incorporated as a consequence of the business 

combinations and in Coastal Energy KMD Sdn. Bhd. 

In 2017, in the case of impaired Coastal Group assets, mainly located in Thailand and Singapore, the 

impairment relates to exploratory assets and assets of Mopu Holding (Singapore) Pte. Ltd., incorporated as a 

consequence of the business combinations. 

The impairments recorded are mainly due to the lower foreseen cash flows, except in the case of the reversa! 

in other finance assets in the loans to SinarMas (note 11), once its accumulated losses do not longer exceed 

the equity investment. 

The breakdown of impairments recorded in 2018 and 2017 is as follows: 

lñousands of euros 

2018 2017 

Chargesfor 
By Geogrophic:al Area 5egment theyear Reversa! Charges far the year Reversa! 

Colombia Exploration&Production 1,307 (9,214) 

Abu Dhabi Exploration&Production (2,368) 

lñailand Exploration&Prcxluction 27,948 155,361 

Singapore Exploration&Production 128,989 

Malaysia Exploration&Productioo 2,726 

Olhers !9l:!!Uoris 3,636 ¡u,099¡ 10,926 ¡2.4160¡ 

Total 34,360 (1!:,_099l 296,583 (14,.042¿ 

The recoverable value of all assets has been obtained through the value in use. 
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13. Inventories

The breakdown of "Inventaries" at December 31, 2018 and 2017 is as follows: 

Thousands ri eur� 

2018 2017 

Crudes 684,357 604,458 

Olher raw materials 136,338 131,917 

Spare Parts 84,fü 97,341 

Finished gocxls 1,325,457 1,034,987 

Olher supplies 12,851 61,892 

lme•menl !W98l ,�,92'.lj 
Tuta/ 2,201,546 1925666 

Pursuant to the Directorate-General of Energy Policy and Mining resolution dated March 30, 2009, Cepsa and 

other Group companies which act as operators are required to maintain mínimum oil product safety stocks 

equivalent to 50 days of sales of the preceding 12 months in the domestic market, excluding sales to other 

wholesalers, and CORES (Corporation of Strategic Reserves of Oil-based Products) inspects and controls the 

fulfillment of this obligation. Cepsa management considers that the consolidated Group has been meeting this 

obligation. 

As indicated in Note 3.k, Cepsa uses the Average Unit Cost Method to measure inventaries of raw materials 

and goods purchased for resale. 

In 2018 and 2017, Cepsa recognized impairments amounting to 36,930 and 69 thousand euros on its 

inventaries of raw materials and finished goods, respectively. These amounts are included in the consolidated 

statement of profit and loss under "Changes in operating allowances". 

14. Trade and other receivables

The breakdown of "Trade and other receivables" in 2018 and 2017 is as follows (Note 28): 

Thoosands of euros 

2lU8 2017 

Allowances rar Allawances far 

Gross amaunts daubtfuldebts Net Gross amounl5 da<lblluldebls Net 

Trade receivables for sales and serv(es 2,256,506 (134,597) 2,121,909 2,081,662 (140,330) 1,941,332 

Receivable from assoc@tes and JOmt ventures (Nole 31) 37,608 37,608 61,987 61,987 

Olher debtors 70,352 70,352 49,537 49,537 

Pub!ic Admmrstratlon 107 955 107 955 127 029 127 029 

Tut;,J ?,_f7!,_4Z1 (134,597¿ 1tll,7,,824 ?,_lZ0,115 (14(}c!,3DI !d.79,885 

The Group has entered into various financia! asset transfer agreements (non-recourse factoring agreements 

and securitization transactions) with financia! institutions. In the framework of these agreements, the Group 

transfers receivables denominated in euros and foreign currency to the respective financia! institutions. 

Debtors that may be involved in securitization or factoring transactions are now measured at fair value in 

accordance with IFRS 9, instead of at amortized cost in accordance with the repealed IAS 39 (see Note 11) 

'Public Administration' mainly includes receivables from tax authorities. 

The variation in 'Changes in operating allowances' on the statement of profit and loss only refers to trade 

receivables as follows: 
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Thousands <J euros 

2018 
Balance ill Adjustments Balanceill 

01.01.18 IFRS 9 (*) Additiorl!i Amounts Other 12.31.18 

[M0,330) (6,710) {7,915) 18,187 2.!71 (LJ,J,597) 
Total {140,330) (6,7.10) (7,9.15) JIJ,181 1,171 {J,34,597) 

Thousands <J euros 
2017 

ncce """ª 

01.01.17 Additiorl!i Amounl$ other 12.31.17 

(147,298) (V,�79) 24.724 (l77} (140,llO) 
Total {147,298) {17,479) u,,u (277) {140,330) 

(*) See note 2 IFRS 9 - Financial lnsttuments: Oassifocation and Measurement 

15. Cash and cash equivalents

The breakdown of "Cash and cash equivalents" relating to 2018 and 2017 is shown below: 

Toousands of euros 

201B 2017 

Cash in hand 8,874 11,776 

nme deposits 104,906 70,000 

Current <1coounts 133 098 463 861 

Total 246.878 545.637 

This caption includes cash balances, cash equivalents, bank deposits and other investments maturing within 

three months and which are unrestricted. (Note 3.1) 

16. Equity

a) Share capital and share premium

Share capital amounts to 267,574,941 euros and consists of 535,149,882 book-entry ordinary shares, totally 

subscribed and paíd, with a par value of 0.5 euro each. 

In September of this year the nominal value of the shares was split, goíng from a nominal value of one euro 

to 0.5 euro per share. 

The sale shareholder and title holder of the entirety of CEPSA shares, representing the 100% of the share 

capital, is Cepsa Holding LLC. The parent company of Cepsa Holding LLC is Mubadala Development Company 

PJSC ("MDC"), ultimately controlled by Mubadala Investment Company PJSC ("MIC"), as of December 2018, 

3pt (Note l.a). 

The Spanish Companies Act permits the use of the share premium account balance to increase share capital 

and establishes no specific restrictions as to its use. There were no changes in 2018 or 2017 in the balance in 

this account, whích amounts to 338,728 thousand euros. 

b) Revaluation reserve

In 1996 Cepsa and severa! consolidated Group companies revalued their property, plant and equipment 

pursuant to Royal Decree-Law 7/1996 of June 7, and increased their equity by 58,438 thousand euros and 

70,495 thousand euros, respectively. This latter figure was recognized under "Consolidated reserves" on 

consolidation, which is included in retained earnings. 
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The revaluation reserve also includes 32,498 thousand euros relating to the revaluations made in 1979 and 

1981 pursuant to State Budget Law 1/1979 and State Budget Law 74/1980, which can now be transferred to 

unrestricted voluntary reserves. 

The balance of the "Revaluation reserve, Royal Decree-Law 7 /1996" account can be used, free of tax, to 

eliminate recorded losses and to increase capital. From January 1, 2007 (i.e. ten years after the date of the 

Consolidated Balance Sheet reflecting the revaluation transactions) the balance of this account can be taken 

to unrestricted reserves, provided that the monetary gain has been realized. The gain will be deemed to have 

been realized in respect of the portian on which depreciation has been taken for accounting purposes ar when 

the revalued assets have been transferred or derecognized. 

At December 31, 2018 the entire amount of this reserve is considered unrestricted. If this balance were used 

in a manner other than that provided for in Royal Decree-Law 7 /1996, it would be subject to tax. 

e) Translation differences

The breakdown by company of the balance of 'Translation differences" is as follows: 

Thousands of euros 

Coml!!!nx 2018 2017 

Cepsa International, B.V. 18.701 7.903 

Deten Química, S.A (22.841) (12,498) 

Cepsa Chemical (Shanghai), CO., LTD 15.377 15.017 

Cepsa Perú, S.A. 16.709 8.951 

Cepsa Colombia, S.A. 134.134 162.245 

Coastal Energy KBM Sdn.Bnd. 416.355 427.013 

Cepsa ReR (Rhourde Er Rouni) 26.614 18.199 

Cepsa EP Abu Dhabi, S.L.U. 116.131 

Olher comeanies 23.974 (12.791) 

Totill 745.154 614.039 

The change in the balance under this heading in 2018 was basically due to the fluctuation in the year-end 

exchange rates of the US dallar between the start and the end of the year. 

d) Valuation adjustments on hedges

The Group recognizes a number of hedges under its risk management policy, which are broken down as 

follows with respect to the relevant valuation adjustments: 

201.8 

Gains and losses recognised in other comprehens1ve income 

Rede,s!IIUIIC<I durinQ the Y""! lO pn,lil o, loss 

CIDsif19 biJ/;,nce 

2017 

Gains and losses recogmsed in other comprehensive income 

Reclassificat1on dunng the year to profit ar loss 

aps;ng balance. 

Cepsa Group 

Net ínvestment h.edge 

Gross balance Ta><effeá 

{572,413) l'l3J01 
(173,171) 43,305 

48,826 !12J0ll 

{696,758} .t74,!f19 

Net ínvestment hedye 

Gro55balanoe Tllll offed 

(760.598) 190,1•8 
188,185 (47,047) 

{571,413) 143,.I0I 
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Thousands of euros 

c:ash now hedges Total 

Grmsblllal\CI! lll)[efl'ect 

(4,'\2.9! (302) (434,043) 
(22,888) 2,663 (150,091) 

18,J<J! ll'I SS,131 

{8,1119) 2,475 {!i29,003} 

cash flaw hedges Total 

Gr-oss balant:e '[aJ[ elfect 

(IJ.835) 3,460 (580,825) 

47,929 (13,393) 175,67• 

(36,523) 9,631 (28,892) 

(4,419) {301} {"'34.043) 
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e) Dividends

At the meeting held on September 17, 2018 an interim dividend payment of 0.71 euros per share (189,978 

thousand euros) approved by the Board of Directors, was agreed upon. This distribution was based on the 

provisional accounting statement for June 30, 2018, relating to Compañía Española de Petróleos, S.A.U. The 

provisional accounting statement reflects sufficient liquidity for the distribution, prepared in accordance with 

the stipulations of Article 277 of the Spanish Companies Act. This dividend was exigible the following day. 

At the meeting held on March 21, 2018, a dividend payment of 0.60 euros per share (160,545 thousand 

euros) charged to the 2017 results, approved by the sale shareholder, was agreed upan, prepared in 

accordance with the stipulations of the Spanish Companies Act, and approved by Royal Decree Law 1/2010. 

This dividend was payable the same day. 

At the meeting held on November 8, 2017, an interim dividend payment of 0.71 euros per share (189,978 

thousand euros) approved by the Board of Directors, was agreed upon. This distribution was based on the 

provisional accounting statement for September 30, 2017, relating to Compañía Española de Petróleos, S.A.U .. 

The provisional accounting statement reflects sufficient liquidity for the distribution, prepared in accordance 

with the stipulations of Article 277 of the Spanish Companies Act. This dividend was paid on December,11 

2017. 

At the meeting held on March 6, 2017, a dividend payment of 0.53 euros per share (141,815 thousand euros) 

charged to the 2016 results, approved by the sale shareholder, was agreed upon, prepared in accordance with 

the stipulations of the Spanish Companies Act, approved by Royal Decree Law 1/2010. This dividend was paid 

the same day. 

f) Non-controlling interests

The breakdown of "Non-controlling interests" at December 31, 2018 and 2017 is as follows: 

Toousands ex et.-oS 

2018 2017 

Non-dominant Equlty non• 
Profit (loss) 

Non-domínant Equity non· 
Proflt (loss) 

Non<ontrae!l!l "i<ré',t percentage cootrolling lntereot percentage controlllng lnterest 

C.M D, Aeropuertos canarios, S. L 4000% 6,778 5,445 40 00% 10,834 5,346 

Oeten Quim�a, S,A 28.56% 23,728 5,498 28 56% 23,578 4,787 

Generacón Eléctrica Penínsular, 5 A 30,00% 21,891 4,625 30.00% 21,878 5,631 

Cepsa Quimial 0,ina &. Shanghai 25 00% 14,982 1,279 25.00% 8,288 (6,068) 
Coastal Energy Groop 30 00% 16,051 2,200 30.00% 28,439 7,422 

Cepsa Panamá (727) JJ.00% 1,135 (1,086) 

C�sa Gas Comercializadora, S A 30.00% 9,523 (S,309l 

Tofill 9!,_95:J J:J,Dll 94,152 .1!03.1 

During 2018 Compañía Española de Petróleos, SAU. acquired 35% shares in Cepsa Gas Comercializadora 

making up 70% of its total share capital, which is reflected in the variation in the non-controlling interests in 

that Company, In 2017 that company was an associated accounted for using the equity method. 

During 2018 Cepsa Chemical Shanghai carried out a share capital increase, endorsed by all their shareholders, 

which have implied increases in non-controlling interests amounting to 13 million euros. 

Also during 2018, Compañía Española de Petróleos, SAU. acquired 33% shares in Cepsa Panama to 

complete 100% of its total share capital, which is reflected in the decrease in the non-controlling interests in 

that Company. 
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17. Financia! liabilities

Except for Derivative financia! liabilities (note 29), all financia! liabilities relate to loans and trade receivables, 

at amortized cost, according to the classification of IFRS 9 and IAS 39. 

The breakdown of current and non-current liabilities, for 2018 and 2017, is as follows: 

Thousands of euros 

2018 Current Non-current Total 

Bank borrowings relating to finance leases 995 246 1,241 

Other bank borrowings 

Variable rate 361,321 2,566,066 2,927,387 

Fixed rate 359,826 359,826 

Trade payables 2,870,175 167,677 3,037,852 

Derivatives 33,957 4,283 38,240 

Other Finance liabilities 18 118 29 778 47,896 

Total 3,284,566 3,127i_876 6c_41�442 

2017 Current Non-current Total 

Bank borrowings relating to finance leases 1,450 542 1,992 

Other bank borrowings 

Variable rate 618,310 1,242,538 1,860,848 

Fixed rate 343,533 343,533 

Trade payables 2,611,403 189,713 2,801,116 

Derivatives 8,031 10,252 18,283 

Other Finance li�bilities t9 588 41,812 61 400 

Total 3,25�782 1,s211c.390 5c_087i_17Z 

The breakdown by maturity of all financia! liabilities at December 31, 2018 and 2017, is as follows: 

lOJJI 
Bank txnow1ngs reJating to finaoce leases 

Otrer barlk b0rrow1ngs 

Vanable rate 

Fixedrate 

Trade payables 

Oenvat.ives 

01.ra F,UIW'U � 

Total 

2017 

Baok bol'Towings relaling to finance !eases 

Otner bank tx:nowmgs 

Variable rate 

F1xed rate 

Trade payables 

Denvatives 

Other Rnance 11� 

ToAI. 

JQ¡g 

995 

361,321 

2,870,175 
JJ,957 

13,JIS 

!,.184¿66 

2011 

l,oil50 

618,310 

4,611.403 

8,031 
1.9,588 

:i,�7112 

:zmu lOll 

246 

102,007 726,01' 
240,175 

117,852 45,172 

2,980 
12,0111 S,)'IG 

�135 &P¡¡l,,_687 

2019 2020 

530 12 

108,008 143,848 

229,300 
81,396 46,556 

13,8<\3 10 569 

203,777 ,Ul),:tJJS 

ThOuSéW'lCisofairus 

Maturingin: 

2022 2023 -- Tolal 

1,241 

214,5)4 1,091,575 431.936 2,927,367 

119,651 )59,826 
500 SllO l,653 J,0)7,852 

1.303 38,240 

·� i,110 1,l97 47�6 

�- L094,3115 439.!!!!! 6,_4!J,.'42 

Naturing in: 

20ll 201!l Romalnlng T...i 

1,992 

492,017 B4,029 414,636 1,860,848 

114,233 343,533 
27,213 17,551 16,997 2,801,116 
10�252 18,28) 
9 7)8 4 506 3116 61400 

"5.1,493 l(M,0# 434,749 S.!!f!!,,L72 

The breakdown by currency of the bank borrowings and other financia! liabilities at December 31, 2018 and 

2017, is as follows: 

Euros 

[)(jlars ($ USA) 

Other fore� ru-renc1es 

TOllll.banlc�aJd olher Rnsx:e.Jil!bilit;j• 

c....-

50,)56 

281,JJS 
48,743 

.11111,434 

21l18 

llnanco llal>lllti• 
Non-a.ns,t Total 

262,2)8 )12,594 

2,436,108 2,717,443 

l57J!!! 306,JIJ 

l,_1155,9.16 3,336,3!IO 

The breakdown of the bank borrowings movements far the year 2018 is as follows: 
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Tho.,s¡y,ds ol aros 

2!ll1 

Flnate:e li1DUrtim 

C..m,nl Non-a.rrenl Total 

115,1B1 274,030 389,211 

363,854 t,10),977 1,467,831 

160
1
lll 250,418 410,7Ji 

631',.-UII ,!.d'�,US l,,267,m 
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Bank borrowings - Non current - at the beginning of period 

Bank borrowings - Current - at the beginning of period 

Total 

Additions 

Overdrafts movements 

Repayments 

IFRS 9 impact 

Foreign exchange fluctuations 

Bank borrowings - Non current - at the end of period 

Bank borrowings - Current - at the end of period 

Total 

2018 

1,628,425 

639,348 

2,267,773 

1,674,763 

(113,771) 

(623,882) 

(12,687) 

144,154 

2,955,916 

380,434 

3336.350 

Toousand of euros 

2017 

2,415,196 

986,726 

3,401,922 

113,368 

(3,403) 

(996,632) 

(247,482) 

1,628,425 

639,348 

2,267.773 

The average annual nominal interest rate on the loans in euros was 0.31 % in 2018 and 0.28% in 2017, and 

on the foreign currency loans was 3.02% and 2.57%, mainly in U.S. Dollars and Chinese Yuan. The weighted 

average cost of the financing received was 2.60% in 2018 and 2.09% in 2017, included the effect of interest 

rate derivatives. 

The Company arranged bank borrowings far which certain covenants, linked to EBITDA (Note 3.c) and net 

debt (as shown in Note 28, Capital management) were established. At December 31, 2018, the Company met 

said covenants. 

At December 31, 2018 and 2017 the CEPSA Group companies had undrawn credit facilities totaling over 2,433 

million euros and 1,848 million euros, respectively. In addition to these amounts available, at those dates 

there were "Cash and cash equivalents" balances included under "Liquid assets" in the balance sheets, 

amounting to 246.878 and 545,637 thousand euros in 2018 and 2017 respectively. 

18. Capital Grants

The changes in 2018 and 2017 in "Capital Grants" and the related year-end balances are as follows: 

Thousands o( euros 
Balance at Transfen-ed to Balance at 

2018 01.01.18 Addól:ion, Otberc;IR�ea Retlremen:ts l!of"Jtanc:I loa 12.31.18 

Grants related to assets 18,720 421 4 (5) (3,411) 15,729 
Greenhouse gas emissioos allowances 11,878 25,958 75 ¡1s¡ (2B,985l B,BSl 

T- 30,598 ;1/i,!_7!1 79 {BDl (2&3!18J 2:f,S80 

Balance at Transfened to Balance ■t 

2017 01,01.17 Addltlooa Otharclm!?im Rot:in:mon:tt: �rof'ftand loa 12.31.17 

Grants related to assets 19,84'1 12 2,409 (3,545) 18,720 
Greenhouse �s emissions allowances 17,424 20,642 838 (37Sl ¡2&.651¡ 1l

1
87B 

Total 37,268 20,654 3,247 (3751 (30,1961 30,598 

In 2018 and 2017, grants received mainly relate to those from Regional Governments, most notably from the 

Andalusian Regional Government, and those received from the Central Government, namely from the Industry 

Ministry. 

Additions to "Greenhouse gas em1ss1on allowances" include the market value of the em1ss1on allowances 

assigned for no consideration at the date of assignment. "Transferred to profit and loss" includes the valuation 

adjustment initially recognized far the amount recorded as an impairment loss on allowances received from 

the Government and the recognition in income of the value of the allowances assigned far CO2 emissions 

made in the year (Note 8). 
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19. Pension and similar obligations

a) Defined contribution plans

During 2018 and 2017, Cepsa and several of its subsidiaries recognized the following expenses for defined 

contribution obligations: 

Deflned contiribution plans 

Retirements (pension plan) 

Life insurance 

Total (Note 22) 

b) Defined benefit obligations

2018 

10,668 

6 816 

17,484 

Thousands of euros 

2017 

10,896 

6 733 

17,62!1 

The net amounts of expenses and revenues recognized in the Statement of Profit or Loss and the variation in 

defined benefit obligations on the liability side of the Balance Sheet are as follows: 

Thousands of euros 

Deflned benefit 2018 2017 

Balance at .Januar:r_ 1 10,097 10,264 

Current service cost 2,598 1,948 

lnterest cost of benefit 145 145 

Effect of reductions or settlements (2,147) (2,260) 

Balance at December 31 10,693 10¡_097 

The breakdown by nature of the defined benefit obligations at December 31, 2018 and 2017, is as follows: 

lhousands o/ euros 

nn11"1ca Yllda4tlon Balance at 
2018 Balance .t 01.01-18 Addltu""' ad�enbl Trandan °"'" AnlllUt'l.tl. 12.31.18 

Medal Awa--d 2,597 164 39 (6[) 2,739 
Ccmpany Store active empbyees 1,89'1 28 (3) 1.919 
Canpany Stcre retited employees 2,22'1 32 (115) 2,041 
La Rabida Ftdelity Award 3,099 138 45 (140) 3,1<1 
OlherDfoviSions 2B3 2,296 !B1l 20 !!,6651 B52 

Total 10,097 l,_598 144 f!ll_ 20 (&11&1¿ 10,a3 

Auno1: v.aluatfon &lllanc:e at 
1017 Mancaat 01.01,17 Addu/oM adJullmtnll l,-,ulcn Othct Ao.,uunt!S 12.Jl.!7 

Medal Awa-d 2 500 133 37 (73) 2.597 
Company Store aclive empk>yees 1,880 28 1 (15) 1,89< 
Ccmpany Store retiroo �Joyees 2,400 35 (2) (209) �14 
la Rábida Fldellty Award 3,022 129 45 (97) 3,099 

OU,eri!!!!J."""' 462 1� {l76l !16) ,1,66,¡ 1B3 

Total 10,264 !,_947 J45 (J76/ (271 (2,0561 10,097 

The main assumptions used to determine the pension obligations and post-employment benefits under the 

plans of Cepsa and severa! of its subsidiaries are as follows: 

Main assumptions - Company Store 
Discount rate 
Expected salary increase rate 
Mortality tables 
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20. Provisions

The breakdown of the movement and the balances at 2018 and 2017, are as follows: 

lhcu;ands ol' a.os 

Balance at Finan011 valuation IIBl•ca at 
lOJI 01.0.1.18 AddllMn• •�wtm-,bi 1'ran11f,us ou,..- Atn01Jnb 1Lll..H 

Provisioosfor �rd-partyliability 265,050 6,424 )
f
713 6,454 1,671 (38,493) 2«,819 

DismanUing provisions 144,154 (3,523) 6�063 107,593 (11,184) 243,12) 

Enwonmental prnvisions (Note 27) 21,524 1,430 219 (221) (897) 22,055 

-..... ,..,.,, UJIG 20,U< H&J (64S•¡ Jl
18•t !l,lO'lj 1122t1 

Tou/ �HtJ.44 1§.445 -l!d_1$ J.20� lS�1Ul 8:J0,188 

Balance at Finanm valuation &afina: at 
l.W 01.01..11 Addlliona �uwn�u. lt41Rlfcn Othu .i.maw,t. 11.ll.17 

Provisions for thi<d-party liabitity 334,758 9,594 3,926 (20,136} (7.1%) (55,896) 265,050 

Dismantliog provlsions 143,295 422 6,539 (2,381} (3,721) 144,154 

Envlronmental provisk>ns (Note 27) 21,973 1,688 384 220 (2,741) 21,524 

-- .. � 2.11sqo 1
¡
6?8 Q!!ll '2

1
01it¡ a<,Sl6 

Total 564,720 111¿,u -!1z.S27 l1!,_,16¡ {!,gsg¿ {!_!d._72J s1s,2+4 

"Provisions far third-party liabilities" covers the contingencies ansmg from the Group companies' ordinary 
operations that might give rise to actual liabilities in their dealings with third parties, The main items were 
obligations to third parties relating to contractual undertakings and contingencies relatíng to lawsuits in 
progress. This heading includes the provision far the delimitation of the participation percentage of the 
partners in the Ourhoud field, amounted more than 29 million euros, as well as the provisions recorded to 
cover possible tax contingencies arising from assessments signed on a contested basis which amounted 140 
million euros, (Note 25). 

The appeals filed by the Company against the resolutions of the National Commission of Markets and 
Competition (CNMC) dated January and February 2015, for which Cepsa was fined 10 and 2.5 million euros, 
are now awaiting the voting and ruling, 

"Environmental provisions" includes the Cepsa Group's best estimated of the contractual or legal obligations or 

commitments to prevent, reduce or repair damage to the environment by charge to professional services or 

repair and upkeep expenses. It also includes the estimated amounts for environmental action to remedy the 

risk of gradual soil pollution, the only contingency which is not covered by the contracted insurance. 

"Dismantling" includes provisions for the abandonment of crude oil production fields once the recoverable 

reserves have been extracted. These provisions are updated with financia! adjustments and discount rates 

have been used depending on the geographical area: Thailand 4.38%, Colombia 4.94%, Peru 4.44%, Algeria 

5.38%, UEA 4.25% and Spain 4.52%. "Others" includes the incorporation of Cepsa E.P. Abu Dhabi in relation 

to a 20% stake in Sateh Al Razboot and Umm Lulu oil fields for 40-year concession for and amount of 89 

million euros. 

Cepsa management considers that the provisions recorded in the consolidated balance sheet cover adequately 

the risks relating to litigation, arbitration proceedings and other transactions described in this Note and, 

accordingly, they do not expect any liabilities additional to those already disclosed. 

21. Other non-current liabilities and Trade and other payables

The breakdown of the balances of "Other non-current liabilities" and "Trade and other payables" in 2018 and 

2017 is as fallows: 

Thousands of euros 

2018 20V 
Non-aJrrent Current Non•currcnt CUrrent 

Trade payables 2,323,859 2,022,595 

Payable to associates and }Oint ventures (Note 31) 36,062 83,497 

Guarantees/deposits received 5,198 3,595 5,108 4,565 

Other ncn-trade payables 166,760 465,410 194,855 456,912 

Public Administration 257,691 354,380 

ProvislOfl.S 75 206 SLll§i_ 

rotal 1.71,!160 :J,;:16�23 :199,965 Z,973,§.:14 
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"Other non-trade payables - non current" includes at December 31, 2017 mainly the future payments due the 

acquisition of petral gas stations (Note 4). This caption includes at December 31, 2018 an amount of 45 

million euros due the acquisition of petrel gas stations and 96 million in relation to to the entry bonus fer the 

new facility in RKF (Algeria) of the Exploration and Production area. 

"Provisions" includes at December 31, 2018 and 2017 an amount of 53,170 thousand euros and 32,320 

thousand euros, respectively, relating to the obligation to deliver allowances for the CO2 emissions made, 

which are lower than the allowances assigned under the National Emission Allowance Assignment Plan. (Notes 

3.n and 8).

Information on average supplier payment periods. Additional Provision Three "Disclosure 

requirements" under Law 15/2010, of July S. 

The breakdown of the required information fer the Spanish companies within the CEPSA Group: 

Average period for payment to suppliers 
Ratio of paid transactions 
Ratio of outstilnding payment transactions 

Total payments made 
Total payments past-due 

22. Operating income and expenses

2018 

Das 

19 
18 
31 

Thousands of euros 

24,742,722 
703,382 

2017 

Das 

17 
16 
29 

Thousands of euros 

17,767,285 
543,377 

The breakdown of operating income and expenses relating to 2018 and 2017 is as follows: 

Thousands of euros 

Revenue 2018 2017 

Sales of goods 21,849,432 17,951,786 

Services Provided 341,932 363,097 

Sales returns and volume discounts (112,459) (103,272) 

011 and gas exercise duties 2,632,873 2,605,162 

Total 24711778 20,816,773 

The income generated by exchanges of strategic stocks with other operators, not included in "Revenue" 

amounted to 1,386,970 thousand euros in 2018 and 1,009,715 thousand euros in 2017. 

Thousands of euros 

Procurements 2018 2017 

Purchases (17,981,720) (14,091,695) 

Changes ,n inventaries 57,663 251,434 

Total (17,924,057) (13,840,261) 

Thousands of euros 

Staff costs 2018 2017 

Wages and salaries (471,596) (465,562) 

Pension contributions and life insurance premiums (17,484) (17,629) 

Oth� staff costs (129,594) (127,707) 

Total (618t_6742 (610,898] 
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The average number of employees at December 31, 2018 and 2017, by professional category, is as follows: 

Average headcount 

Wortcfora, b:r: erufessional cat�D!)'. 2018 2017 

Chief Executive Officer 1 
Executives 8 8 
Executives/ Department Heads 738 714 
Other line personnel 3,189 3,081 
Skilled emeJolees¿ Assistlnts¿ Oerical staff 6,183 6,163 

Total Uln!J 9.967 

At December 31, 2018 and 2017, the number of employees, by professional category and gender, is as 

follows: 

H51dcount at closing date 
Workfora, bX erofcsslonal Cll!!90!I 2018 2017 

Women Men Women Men 
Chie! Executive Officer 
Executives 
Executives/ Department Heilds 164 567 160 565 

Other line personnel 1,003 2,252 928 2,149 

Skillec ernoloyees/ Asslstan� Staff 2,463 3,695 2,420 3,606 

Tolill 3,630 6,523 3,508 6,329 

The average number of employees at December 31, 2018 and 2017, with disability greater than or equal to 

thirty-three percent, by professional category, is as follows: 

Labour force by professional category 
Executives / Deparment heads 

Other line personal 

Skilled employees / Assistants / Clerical staff 

Total 

2018 

3 
19 

79 

101 

Average headcount 

2017 

19 

84 

lD4 

At December 31, 2018 and 2017, the breakdown of "Other operating costs" is as follows: 

Other o¡,erating costs 

Outside services received 
Transport and freight 
Taxes and other tax income 
Environmental costs (Note 27) 
Other operating costs 

Total 

2018 

(1,512,316) 
(396,367) 

(72,295) 
(11,761) 
(78,849) 

(2,071,588) 

The following should be noted in relation to "Other operating costs:" 

Toousands of euros 

2017 

(1,501,776) 
(347,936) 

(73,594) 
(10,586) 
(77,052) 

(2,010,944) 

The fees for financia! audit services provided to the various companies making up the CEPSA Group and 

subsidiaries by the lead auditor and by other entities related to the lead auditor in 2018 and 2017 amounted 

to 1,601 thousand euros and 1,334 thousand euros, respectively. Of these amounts the share of audits in 

Spain are 1,238 and 948 thousand euros in 2018 and 2017, respectively. The audit fees charged by other 

auditors participating in the audit of the various Group companies totaled 103 thousand euros and 92 

thousand euros, respectively. 

Additionally, the fees far other assurance services provided to the various Group companies by the lead 

auditor and by other entities related to the lead auditor during 2018 and 2017 amounted to 1,638 thousand 

euros and 362 thousand euros, respectively, whereas the fees charged for such services by other auditors 
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participating in the audit of the various Group companies totaled 114 thousand euros in 2017 while in 2018 

there was no amount registered. 

The breakdown of the Audit fees is as follows: 

Thousand of euros 

2018 2017 

Audtt Fee,5 Lead Audito Othcrs Audltors Lead Auditor Olhers Audltors 

Financia! Audit Services 

In Spain 1,238 948 

Abroad 363 103 386 92 

Other assurance services 525 120 114 

Others services 1113 242 

Total 3239 103 .J 696 206 

The breakdown at December 31, 2018 and 2017 of "Allocation of non-financia! non-current assets and other 

grants" is as follows: 

Allocations allowances 

Allocation of Greenhouse Gas allowances (Note 18) 
Allocation of caoital aGCtt·t,mces 

Total 

2018 

28,985 
3 411 

32,396 

Toousands of euros 

2017 

26,651 
3 545 

30,196 

In 2018 and 2017 the breakdown of impairment losses and gains or losses on the disposal of non-current 

assets recognized is as follows: 

Impairment and gain or losses on disposals of non-current assets 

Impairment /reversa! of Greenhouse allowances (Note 8) 

Impairment of goodwill (Note 9) 

Impairment of other non-current assets (Note 12) 

Gain or losses on disposals of noo-currnnt assets 

Tot;,t 

2018 

(60) 

(27,948) 

(3,018) 

38,153 

Toousands of euros 

2017 

2 

(155,361) 

(121,491) 

2.065 

{274,785) 

In both 2018 and 2017, impairment losses on goodwill corresponded to the value assigned on the Coastal 

Group business combination. 

With respect to the heading for impairment losses on non-current assets in 2017, it is worth noting those 

relating to investments in exploration-production assets, mainly in Singapore (Notes 12, 10 and 8). Said 

impairment losses resulted from adjusting the valuations of assets based on the amounts recovered from the 

investments through the generation of future revenue. 

The caption Gains or Losses on disposals of non-current assets includes those assets sales which brought 

results to the group, being remarkable, in 2018, the sale of a vessel (Teide Spirit), or LPG business assets. 

23. Leases

The Group acquired the use of certain assets through finance and operating leases. 

Operating leases 

The most significant operating leases relate to the renta! of buildings, plant, tankers for the transport of crude 

oil and oil products and service stations leased from third parties. 
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In 2018 lease expenses under operating lease arrangements totaled 241,031 thousand euros and in 2017 

totaled 214,352 thousand euros. Contingent payments recognized in the Consolidated Statement of Profit or 

Loss are not significant as was the case in 2017. 

The future maturities of the nominal amounts payable under operating leases as of December 31, 2018 and 

2017 are as follows: 

Maturing in: 

2019 

2020 

2021 

2022 

2023 

2024 and subseguent years 

Total payments 

Maturing in: 

2018 

2019 

2020 

2021 

2022 

2023 and subseguent years 

Total payments 

Finance Leases 

Thousands of euros 

2018 

185,558 

143,607 

116,483 

106,514 

88,112 

339,372 

979,646 

2017 

150,336 

120,864 

112,235 

97,437 

174,372 

178,218 

833,462 

The main items of property, plant and equipment held under finance leases are computers and other technical 

installations (Note 10). 

The future maturities of the amounts payable under finance leases at December 31, 2018 and 2017 are as 

follows: 

Maturing in 

2019 

2020 

2021 

2022 

2023 

2024 and subsequent years 

Total future payments 

Less interest 

Present value of minimum lease payments 

Maturing in 

2018 

2019 

2020 

2021 

2022 

2.023 and subseguent years 

Total future payments 

Less interest 

Present value of mínimum lease payments 
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Thousands of euros 

2018 

995 
251 

96 

40 

1,382 

(140) 

1,242 

2017 

1,450 

532 

34 

12 

2,028 

36 

1,992 
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24. Financia! Income and Expense

Financia! income and expense far 2018 and 2017, are as fallows: 

Flnancc lncome 

Financ:e income 

lncome from equity investments 

Net exchange diFferences 

Other finance income 

Total 

Finance cost 

Finance cost 

Financ:e costs from reameasurement of provisions 
Net exchange differences 

Other finance cost 

Ta� 

Thou.sands of euros 

2018. 2017 

4,163 2,810 
393 988 

108,538 
50 427 31 690 

54983 144026 

Thousands of euros 

2018 2017 

(108,543) (66,715) 
(12,623) (12,672) 
(11,933) 
(41,927) (96,252) 

(V5,(U6) (175,639) 

The breakdown of the finance cost of net borrowings and other finance income and costs far 2018 and 2017, 

are as fallows: 

Flrutnc:a cost of net banowln¡¡s 

Finance incame 

Finance cost 

Total 

Other linance income and costs 
Income from equlty investments 

Gains (losses) on disposals of available for sale finance instruments 

Gains (losses) en finance instruments measured at fair value (finance derivatives) 

Exchange diFferences 

Incorne and costs from commisions 

Finance costs from reameasurement of provisions 

Other finance income and costs 

Total 

2018 

4,163 
008,543) 

U04,380/ 

2018 

393 
15 

(1,218) 
(11,933) 
(2,173) 

(12,623) 
1 l 876 

{15,663) 

Toousands of euros 

2017 

2,810 
(66,715) 

(63,905) 

2017 

988 
93 

(85,145) 
108,538 

(3,130) 
(12,672) 
23,620 

32,292 

The financia! instruments impairment and their disposals gains ar losses far 2018 and 2017, are as fallows: 

Reversa! finance instruments impairment 

Finance instruments disoosal result 

Total 

25. Tax matters

2018 

8,495 
266 

8.761 

Thousands of euros 

2017 

7,569 
163 

7732 

Cepsa and certain Group companies file consolidated income tax returns in Spain. Table I indudes a list of the 

main companies making up the tax group in 2018. 

Since 2010, in Spain CEPSA Group has adhered to the Code of Good Tax Practices drawn up by the Large 

Companies Forum jointly with the Spanish tax authorities. 

On December 3, 2016 Royal Decree-Law 3/2016 was published which adopts tax measures far the 

consolidation of public finances and introduced relevant changes in corporate income tax. Among others 

matters, it laid down, with effect from January 1, 2016, the obligation to reverse, within a maximum period of 

5 years, the provisions far impairment of shares that would have been deductible befare 2013. The offset tax 

loss carryforwards for large companies is also restricted to 25% of the previous tax base and limits the 
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application of the interna! or international double taxation generated or pending application to 50% of the 

previous total tax. Additionally, with effect from January 1, 2017, losses on the transfer of shares are not 

deductible. The amendment of this law has not had a significant impact on the Group. 

The breakdown of the income tax expense is as follows: 

In tha amsufldnted st;;,tr,ment Df profit and loss 
Current tax cost 

Period tax cost 

Adjustments to the tax cost for the period or prior years 
Dererred tax cost 

Related to the creation or reversa! of temporary differences 
Variation in tempora.ry differences due to changes in tax rate 

Total tax a,st {income) recognised in /he Consolidated Sbltement of Pmfit or luss 

In tt,e con$0/ldated mter11enl of d!,?nf/8$ ilt f1L1u//y 
Deferred tax cost 

Related to the creation or reversa! of temporary differences 

Total tax cost recoonised in eguity 

Totill /ax a,st (lna,me) re,:gpnl,;ed Ir, Olher CompreJ,ensivs I11t:OD1e {Equfty) 

Thousards of euros 

2018 2017 

252,016 325,202 

(11.032) (23.284) 

46,804 (7,012) 

287,788 294,906 

2018 2017 

33,875 (50,809) 

33,875 (50,809) 

The income tax expense is obtained from the accounting profit befare taxes as indicated below: 

Acrounting prr,ñt {before blxes) 
25% tax rate 
Difference due to different tax rates 

Permanent differences 

Tax credits due to impairments 

Tax credits and reJief applied 

Adjustments to the tax cost for the period or prior years 
Changes in temporary differences due to application of different tax rates 

Tobll income blx rost/ {income) 

2018 

1,l3JJ,863 
282,716 

13,622 

111,283 

(108,802) 

(11,031) 

287,788 

Thousands of euros 

2017 

1,05J,S38 
263,385 

21,816 

149,649 

[36,568) 

(80,092) 

(23,284) 

294,906 

The tax on remuneration of production activities in force in Algeria is deemed to be of the same nature as 

Spanish income tax. The current tax rate is 38% on the gross annual remuneration in barreis of "Saharan 

Blend" crude oil, withheld and settled through the Algerian state-owned company Sonatrach, in the name and 

on behalf of Cepsa. The related tax accrued in 2018 and 2017 amounted to 114,492 and 114,884 thousand 

euros, respectively, and for both periods, under Algerian law, included the tax accrual of the tax on 

exceptional profits which increases as crude prices increases, and which carne into force in August 2006. 

The Coastal Group's activities are carried out in Thailand and are subject to two types of tax rate: the 

country's general tax rate of 50% and a special production tax (known as Special Remuneration Benefit - SRB) 

which is calculated separately for each concession held by the company and is determined based on 

production volumes, crude oíl prices, subject to certain adjustments, such as changes in inflation, the 

wholesale price index, as well as the depth of drilling activities. The rate can range from 0% to 75%, which is 

calculated based on each year's production and includes deductions for the expenses incurred in the 

concessions. 

The "Difference due to different tax rates" mainly includes the effect of the different tax rates to which Cepsa 

is subject on income obtained in the exploration and production of crude oíl from the Algerian fields and 

attributed to its permanent establishment as well as the special production tax in Thailand (SRB). Other 

foreign establishments or subsidiaries have no significant influence on this rate differential. 

Permanent differences are mainly due to non-deductible expenses or income not eligible from a tax point of 

view. Those recognized in 2017 and 2018 mainly correspond to impairment on assets, dividends, corporate 

income tax settled abroad which was not included in the amount used to calculate deductions to the tax base 
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as per article 31.2 of Law 27/2014, other provision allowances, sanctions, and adjustments relating to 

consolidation. 

The amounts included in adjustments to income tax far the current or prior tax periods, which amounted to 

11,031 and 11,035 thousand euros far 2018 and 2017, respectively, include the difference between the 

expense accounted far in connection with corporate income tax at December 31, 2017 and 2016, and the 

amount corresponding to the final settlement of said years. In 2017 this same heading includes the amount 

relating to requests far correction of settlements relating to corporate income tax far the years 2013-2014-

2015, amounting to 12,572 thousand euros of income. 

In calculating the income tax expense far each year, the Group takes into account the applicable tax credits 

for dividend double taxation, certain activities and other tax incentives, in accordance with the rules applicable 

in each period. 

Below are the balances far deferred tax assets and liabilities, broken down by origin: 

ll1oJsén:lsr:iBXlli 
Defert'l!!d lH maet:I and Ji,abilities ori� tn,m tn contingencies In CEPSA Ao<:ognlsedln Movemarts In TrMILltion other Balance at 

li?!!!f ilalluoai DJ.Gl,11 !!!! -.-1ni- !!':!l'l dff"""" Tntafwa """'11!! 12.31.11 

Defe,-ecfta,c� 

DepredatkKl 65,7L0 325 (15,096) 775 (697) 35 51,052 
lrJl0rrrert 389,325 17,732 (45,683) 17,060 (]3) 376,409 
Tax loss caryforwNds 65,786 257 (J0,134) ].092 482 Jl,483 
losses1t1perfltJ"lefteslitlliShmerts 62,2!0 6,426 (5,089) 1,708 65,255 
He'.lgr<¡ LJL,787 129 (JO) 33,497 165,403 
Tnvert.ooes l,278 21 (59) (2) 1,238 
PrO'Vlsi<m 35,526 91230 (16,913) 5,277 928 (701 n978 

aoo-s LO 101 10'l,J611 ¡119,9761 ¡11 759 (591 o 

rota1deltsredtu01ttB 76!,,!_E U&.31!1 (2329601 55,,W 6,,475 o 458 1�818 

Ddan>J I» llablties 

- t59,5C9 4,511 (33,504) 2;;31 220 J;J,ú68 
llll)alrrreot 3,757 336 1,596 5,689 
leasr<¡ l7,"J97 (5,806) 1111 11,698 
Pe-marert ESta�lsnrrerts 

Hedgng 2,595 (]791 2,216 
lnvertories 967 V86 (3,286) 967 
Provislons 7,791 1,705 (3,137) 69 6,428 
O&Unm>lor!IW'tS, __ 39,534 (75<) (218) 38,532 
ates 5◄

1
467 J,959 !1D.D76j J.2JS �099 (220) (118) 53.326 

Tal_¿¡/ tkkrroJ ta ,,_.do, 294011 .g.191 (546651 '4432 tl,599 (2561 261-924 

Tto.6crdsofet.ros 
Deferrea tu aaets and 1.-m1ties ongmea rn,m tu contmgenon m tliilanceat Macov�•n -..... .. ,_ .. ,...,. .. 

CEPSAGRIUI,! 01.01.17 � �nbedinlaa !!!!� dillonn<e Tran9'en other�es 12.3Ll7 

�mu:lm-BCU 

Depreóabo,, 68,635 (310) (8,5<5) (J,690) (10,159) (11) 6S,7IO 
""'"'""" ]38,138 1svss (J0<.399) (49) 799 81 389,325 
Taxlosscarryforwards t0l,240 3,864 ("9,6<7) (5,156) 15 3'l3 92 65,786 
Losses1nperrllil)e"testoolishments 79,856 7,321 (18, ... 4) (6,523) 62,210 
Hedgr<¡ 180,836 (49,049) 131,787 
lnvertones 1,328 52 (88) (J) (11) 1,278 
""""'ms 29,9(X; 6,857 (5.932) (2,182) 6,875 35,526 
°""' 74.876 84,396 ¡wo,m¡ 35 (<8967! LD,JOJ 
TOGI .,_,_ta__,. �815 2S§92S (.187¡:!94/ l"9,f>f9l (17¡568/ (�2S9/ 153 76!iJ.723 

_ ... _ 

- 163,521 7,772 {l0,312) (J.3\l) 21.899 169,509 
!J'Trarrrert 3,757 3�757 
Leasng 23,278 l,<09 (7,290) 17,397 
Perrn.rert estabhshments 
Holgr<¡ (J,433) �,02B �595 
!nvertones 967 1,l78 (1,178) 967 
PtOYisicns 10,705 (J,597) (J.JJ7) 7.791 
Ack:ilboosfor�corrbinations 39.533 39 533 

e:,,,., 1!¡189 i.•u ,!�1J!l l'l,l!l!l !7,1<11 54,'611 
fetQ/ .,_,_, tu /Ullifaia 161,.S,., 1/1,lal (�'�l 1,,7@ (Y.11!1, l!s,899 !J!.S33 J95.fll7 

"Deferred tax assets" caption mainly reflects the net investment hedges in foreign companies, amounting 165 

million euros, as well as the tax credit generated in connection with the losses incurred by Coastal Group 

subsidiaries and recognized by the parent, amounting 366 million euros, given has been decided to liquidate 

said companies when their reserves are depleted in the coming 3, and also the double taxation relief pending 

application as a consequence of the legally applicable 50% limit to the tax base. 
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Tax loss carryforwards pending compensation, amounting to 126,129 thousand euros, are recognized in the 

consolidated balance sheet as they are considered probably recoverable given the best estimates of future 

Group results. In 2017, tax loss carryforwards amounted to 189,581 thousand euros. 

At December 31, 2018 the Group has deductions pending application of 539 thousand euros and in 2017 the 

amount was 11,078 thousand euros. 

"Deferred Tax Liabilities" include, those relating to accelerated depreciation taken permitted under Additional 

Provision Eleven introduced in the Spanish Corporate Income Tax Law on accelerated depreciation, 

maintaining the level of employment established in Article 1.12 of Law 4/2008, of 23 December. 

Various tax assessments have been signed in disagreement, including one far corporate income tax for years 

2005-2008 and 2009-2012. The CEPSA Group has filed the corresponding appeals before the relevant judicial 

bodies. The Group has recognized provisions that fulfill the specified requirements to cover the amounts 

relating to said tax assessments, including late-payment interest up to 2018 year end. 

The tax inspections far the years 2013-2016, relating to Corporate Income Tax, VAT, Personal Income Tax 

Withholdings, and Non-Resident Income Tax for the Cepsa Tax Group were initiated in July 2018. Likewise, 

years 2017 and 2018, remain open far inspection. 

In Colombia, years 2015, 2016, 2017 and 2018 remaín open to ínspection by the Colombian tax authoríties. In 

this sense, Colombian tax authorities are performing a tax audit of the years 2015 and 2016 tax filings. As at 

the date of this Financia! Statements, said tax audits are still in progress. Various tax assessments have been 

signed in disagreement within this jurisdiction including one for corporate income tax for years 2009 and 

2011. Cepsa Colombia has filed the corresponding appeals befare the relevant appeal courts. 

Cepsa management does not expect any additional material liabilities far which provisions have not been 

recognized to arise far the parent company ar for the other consolidated Group companies as a result of the 

appeals filed ar of inspections of the years open to inspection. 

In the opinion of the Company's Directors and its tax advisors, related party transactions are carried out at 

market value, transfer prices are adequately supported and it is estimated that there are no significant risks of 

majar liabilities arising in future in this respect. 

Unrecognized deferred tax liabilities 

The Group has not recognize deferred tax liabilities in relation to taxable temporary differences associated 

with investments in subsidiaries, associates and joint ventures far an amount of 186,189 thousand euros and 

153,439 thousand euros at year-end 2018 and 2017 respectively. 

Toe Group did not recognize any deferred tax assets arising from tax losses amounting to 67,894 thousand 

euros in 2018 and 44,233 thousand euros in 2017, given that according to its projected results, recoverability 

of these assets is not considered probable. 

26. Earnings per share

Basic earnings per share are calculated by dividing the net consolidated profit attributable to equity holders of 

the parent by the number of shares outstanding during the year. The number of outstanding shares amounts 

to 535,149,882 in 2018 and 267,574,941 in 2017. 

There are no other equity instruments giving rise to diluted earnings per share differing from basic earnings 

per share. 
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Consolidated profit (loss) for the year frr,111 continuíng operations 

Noo-cootroUing interests 

Consolídated profit {loss) attributable to the parent company 
Average number of shares oulslandlng (thousands) 

Eamíngs (Loss)per share 

Baslc 

Diluted 

In September 2018 the nominal value of the shares was split, going from a nominal value of one euro to 0.5 euro per share. (Note 16) 

27. Environmental matters

Information on the environmental investments for 2018 and 2017 is as follows: 

Balance at Dlsposals/ Amoonts 
Envlronmenta.J Investmen.ts 01.01.18 Additions Cha�es used 

Envíronmental assets 559,389 5,643 (1,492} 
Accumulated d5!:t!d3UOl'I C!n\'!n:;nmcntal assets ¡3621-l".'ll (21,044) 1,228 

Toál 196,}ll/O (15,,401¿ c2u¿ 

Balance at Disposals/ Amounts 
Envlronmental Invesbnents OLDL17 Addltlons Chaa¡es used 

Env1ronmental assets 604,256 8,077 (1,695) 
Accumulated de�li.1taOO CfW1!:5!!:!mcntal �set� (Jn,01•¡ ¡2•,1Ml l,Oll 

Toál 227,_182 cupo7J (683¿ 

Thousands of euros 

2018 2017 

843,075 758,632 

13,011 16,032 

830,064 742,600 

535,150 267,575 

1.55 2.78 

1.55 2.78 

Thousands of euros 

Balanceat 
Olhr.r chan¡¡es 12.31.18 

(340) 563,200 
325 (381,940) 

(15l 181,260 

Balanceat 

Other cttanses 12.31.17 

(51,249) 559,389 
JS,397 (362,4•19) 

(12,852J 196,940 

With a view to contributing to Sustainable Development the CEPSA Group has established programs far the 

ongoing improvement of its production processes, the reduction of waste water effluents, the elimination of 

effluent spills and its management of salid waste. To achieve this goal, an Environmental Management System 

has been implemented and is kept updated, ensuring compliance with applicable legal obligations and the 

aforementioned commitment to ongoing improvement. The investments relatíng to the environment reflect 

the commítment acquired by the Company as a result of environmental aims. 

The most significant environmental assets are the sulfur recovery plants, the amino acids and acidified water 

treatment plants, waste water treatment plants (chemical and biological) and technical improvements to 

production plant equipment in order to achieve enhanced energy efficiency and the reduction of VOC and NOx 

emissions. 

Environmental Provisions 

Opening Balance 

Additions/ Charges 

Disposals/ Amoonts used 

Other chan es 

Closinq Balance (Note ZO} 

2018 

21,524 

1,649 

(897) 

221 

22,055 

Thousands of euros 

2017 

21,973 

2,072 

(2,741) 

220 

Zl,5Z4 

"Provision for environmental activities" includes the CEPSA Group's best estimates of the contractual or legal 

obligations and commitments to prevent reduce ar repair damage to the environment by charge to 

professional services or repairs and upkeep expenses. 

"Provisions for environmental contingencies and obligations" includes provisions for environmental action to 

remedy the risk of gradual soil pollution, the only risk not covered by the insurance policies taken out by the 

CEPSA Group. The amounts used in the year relate mainly to extraordinary expenses incurred in soil 

treatment. 
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Envlronn,ontal cosi:s 

Repair and upkeep costs 

Transport costs 

Other services 

Period provision far environmental activities 

Closing billanc:e {Note 22) 

28. Risk management policy

Main risks associated with the CEPSA Group's operations 

Thousands of euros 

2018 2017 

108 3,962 

37 37 

9,967 4,515 

1,649 2,072 

11,761 10,5116 

The CEPSA Group carries on its activities in environments characterized by a number of externa! factors, 

changes in which could affect the manner in which operations are performed and the results obtained from 

them. 

Specifically the Group is exposed to the following risks deriving from the use of financia! instruments: 

1. Credit risk

2. Liquidity risk

3. Market risk

This note sets out information on the Group's exposure to each of these risks, the Group's objectives, policies 

and processes for measuring and managing risk, and the Group's management of capital. Additional 

quantitative disclosures are included below. 

The Group includes a chapter on risk management in its Management Report, which offers a more detailed 

explanation of the risks to which it is exposed. 

Risk management framework 

The Board of Directors, through the Audit Committee, the Risks Committee, other specific committees, 

together with the Directors of the respective divisions, supervises and monitors risks on a regular basis, 

adapting their profile to prevailing circumstances, where appropriate. 

1. Credit risk

Credit risk is defined as the possibility of a third party not complying with its obligations under a financia! 

instrument or customer contract, leading to a financia! loss. The Group is exposed to credit risk from its 

operating activities (primarily trade receivables) and from its financing activities, including deposits with banks 

and financia! institutions, foreign exchange transactions and other financia! instruments. 

The carrying amount of financia! assets included in the Consolidated Balance Sheets at 31 December 2018 and 

2017 represents the maximum credit exposure. 

The Group's credit risk on trade receivables is not significantly concentrated as it is spread out among a large 

number of customers and other counterparties even considering the logistic exchanges of oíl products and 

trading operations that are soundly guaranteed and involve substantial amounts of trade receivables. 
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The Group also has a series of interna! rules and procedures periodically updated which regulate the 

management of credit risk at a global level and for each business. This regulation deals with, among other 

aspects, the determination of commercial credit limits, the monitoring and control of the assigned credit limits, 

the establishment of the most adequate collection instruments, the guarantees to be requested in case of 

excessive or unacceptable risk, the steps to be taken in case of non-payment to collect past-due balances, etc. 

In order to do so various credits quality measuring models have been designed. Based on these models, the 

probability of customer default on payment can be measured, and the expected commercial loss can be kept 

under control. 

These are the parameters relating to customer solvency and payment habits included in the system for credit 

quality analysis: 

1) High quality: Preferential customers, customers with high credit ratings and financia! capacity,

customers who have made advance payments in cash or whose payment terms are secured.

2) Medium quality: Customers of an average size who enjoy a good reputation and are economically

healthy, but have a history of slow payments.

3) Low quality: New customers without any credit history, customers who are repeatedly slow in making

payments and whose financia! position is weak.

The breakdown of this analysis for 2018 and 2017, is as follows: 

2018 Thousands of euros 

Credit gual!g High gual!g Medlum gual9: Low gual!g Total 

Trade receivab!es and other debtors 1,926,308 174,991 90,749 2,192,048 

Trade and other receivables with related parties (Note 14) 37,170 438 37,608 

Public Administrations 228,859 228,859 

Other Finance assets 167,473 92,470 259,943 

Cash and cash �u1vaJen� (Note 15} 243,598 3,280 246,878 

Tolill 2,603 408 27117 9 90749 2965336 

2017 

Creditgualg H!gh gual!!} Medium gual!!J �gual� Total 

T rade recefVables and other debtors 1,647,253 288,366 55,250 1,990,869 

Trade and other rece1vables with related part1es (Note 14) 61,917 70 61,987 

Public Admin1strations 202,312 o 202,312 

Other Finance assets 315,032 4,126 8,232 327,390 

Cash and cash egwvalent.s. ,Note 15) 540,775 4,862 545,637 

Total 2767.289 297.424 63. 482 3128.195 

Furthermore, receivable balances are monitored on an ageing basis which helps mitigate the exposure to bad 

debts. The ageing analysis of Trade and other receivables that have not been impaired is as follows: 

Debt not past due 

Debts 0-30 days past due 

Debts 31-90 days past due 

Debts 91-180 days past due 

Debts """1! than 180 das pa<t due 

2018 

2,193,487 

82,537 

40,723 

3,806 

1712}1 

2,337,824 

Thoosands of euros 

2017 

1.773,436 

311,886 

77,982 

3,416 

13,164 

Z,179,884 

Sorne credit insurance policies have been arranged to cover the risk of default on a portian of the past-due 

receivables that have not been provisioned. In addition, guarantees have been provided that cover another 

portian thereof. 

Cepsa Group - 78 -



�J=CEPSR 

In arder to mitigate credit risk arising from financia! debt and cash positions, the banks with which the Group 

operates are reputable and highly solvent leading Spanish and international institutions. Additionally, the 

counterparty risk in investments and financia! instruments contracts is analyzed. 

2. Liquidity risk

Liquidity risk refers to the ability of the CEPSA Group to obtain financing at reasonable market prices, as well 

as to cover the financia! needs required for the proper development of its businesses. 

The Group continuously monitors its financia! situation, preparing short-term treasury forecasts, as well as 

making a long-term financia! plan included both in the budget and in the strategic plan. 

In this sense, the CEPSA Group has a conservative financia! policy based on which it maintains amounts 

available in cash and other equivalent liquid assets, as well as undrawn committed credit lines, sufficient to 

cover debt maturities far a period of more than 24 months avoiding the need to turn to the markets to obtain 

new financing or the refinancing of existing lines. 

The Group assessed the concentration of risk with respect to refinancing its debt and concluded it to be low. 

The Group's liquidity management policy involves projecting cash flows in majar currencies and considering 

the level of liquid assets necessary to meet these. 

The tables below present an analysis on the maturities of financia! liabilities at December 31, 2018 and 2017: 

2018 Thousand o/ euros 

On Demand O - 3 months 3 - 12 months 2 years 3 years 4 years 5 years > 5 years Total 

Payables 

T rade payables 2,571,791 173,185 2,744,976 

Due to related oarties 30,141 5,921 2 36,064 

Tot;;/ f!!!.¡:_ables 2,601,932 179,106 2 2,181,040 
lkmrnvit1gs 

Borrowings in USO 23,158 345,335 102,790 966,487 321,806 1,058,531 195,939 3,014,046 

Borrowings in EUR 6,424 45,807 32,308 31.446 34,462 14,082 166,797 331,326 

Borrowin�s in others 4.564 56,138 81,501 42,392 37,798 36,406 82,042 340,841 

Tot;;/ BorrOWÍ'.!fl.S 34,146 447,280 216,599 1,040,325 394,066 1,109,019 444,118 3,686,213 
1./;Jbl/ltiesarifl,rg from fTn,mc/ul derfvatlves 

Tot;;/ Liabilioes arisino from financia/ derivaüves (5,161) (28J96) (2,9B0¿ (1,303¿ (38,240¿ 
Other liabilltfes 

Advances and deposits received 3,595 5,198 8,793 

Payables to related par1ies 

Other payables 51,974 44,888 216 216 1,740 99,034 

cther liabilities 252,573 5,118 74,173 2,889 284 284 1,913 337,234 

Tot;;/ ot/Jer liabilities 252,513 8,713 131,345 47,111 500 500 3,653 445,061 
Totdl li,g_uld'!l_ risk 2,883,490 606,303 347,946 1,085,122 394,566 1,109,519 447,128 6,874,074 
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2017 Toousand of euros 

On Oemand O • 3 months 3 · 12 months 2 years 3 vears 4 years 5 years > 5 years Total 

Payab/es 
Trade payables 1,132,264 895,985 2,028,249 

Due to related �es 33,042 19,866 52,908 

To/3/ E!!l,ªbles 1,165,306 915,851 2,081,157 
Borrowings 
Booowings in USD 13,640 351,105 31,595 350,578 564,413 36,576 202,210 1,550,117 

Borrowings 1n EUR 2,432 112,769 95,382 28,593 26,806 23,302 108,210 397,494 

Borrowinas 1n Ot:hers 90 136 73,432 42,652 48,058 50,500 48 269 134,153 487,200 

To/3/ BomJwi'!fl.S 106,208 537.J/Xi 169,629 427,229 641,719 108,J47 444,573 2,434,811 
liabl/ities arisin{!_ from finandal derivatives 
Total Uabilffies arisif1f from lln:!ocfi!J defiva/jves rs,_9211 (ZJOJ¿ (10,251¿ (18,281) 
other liabilities 
Advances and de!X)sits received 11,931 5,108 17,039 

Payables to related parties 24,882 24,882 

Other payables 18,720 18,720 

Other liabilibes 362,504 56,930 11,960 284 284 284 432,246 

To/3/ other liabilities 387.386 68,861 35,788 284 284 284 49¿997 
Total liquidity risk 1,652,973 1,519,915 205,417 427.,513 631,752 108,431 444,573 4,990,574 

3. Market risk

Market risk is the risk that the fair value of future cash flows of a financia! instrument will fluctuate because of 

changes in market prices. The Group is exposed to severa! types of market risk (price risk raw materials, 

exchange rate risk and interest rate risk) which affect the Group's financia! results. The main market risks 

inherent to the oil sector result from fluctuatíons in crude oíl príces, derívatíve prices, the refining margin and 

the exchange rate. 

The Group rnonítors íts exposure to market rísk through ongoíng sensít!vity analyses. For each of the market 

risk factors detailed below, there is a table descríbíng the sensitívíty of Group profít and equity to the maín 

rísks to whích its financia! instruments are exposed. 

The estímates made reflect the impact of favorable and adverse changes. The impact on profít and/or equíty 

is estimated on the basis of the financia! instruments held by the Group at each year end. 

Financia! instruments affected by market risk include financia! assets at faír value through profít or loss, 

available-for-sale financia! assets, derivative financia! instruments, short-term deposíts, borrowings and certain 

other financia! instruments. 

a) Foreígn currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financia! instrument will fluctuate 

because of changes in foreígn exchange rates, The Company's exposure to the risk of changes in foreign 

exchange rates relates primaríly to the Company's operating actívítíes (when revenue or expense are 

denominated in a different currency from the Company's functional currency) and the translation of foreign 

subsídiaries, both in the consolidated result and in its equity net value. 

The Group's profit and equity are exposed to fluctuations in the exchange rates of the currencies in which it 

does business. The Group's most significant foreign currency exposure is to the US dallar and to a lesser 

extent to the Chinese Yuan and the Brazílian Real. 

At December 31, 2018 and 2017 debt in dollars was 2,717 million euros and 1,468 million euros (Note 17), 

representing 81 % and 65% respectively of total consolidated debt. A percentage of 98% of the debt in dollars 

is allocated to hedging transactions, mainly to net ínvestment hedges (2,763 million USO) and to a lesser 
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extent to fair value hedges (239 million USO) and cash flow hedges (61 million USO) (Note 29 - Financia! 

derivatives and hedge operations). 

With respect to the sensitivity of the financia! instruments held by the Group to the appreciation or 

depreciation of the U.S. dallar, the following table shows the impact on net income and equity: 

Effect of rluctuations in the euro against the dollar 

b) Commodities price risk

+ O.OS USD/EUR 

• O,OS USD/EUR 

2018 

Impact on profit or loss Impact on equity 

after wes aft:er taxes 

(10,87S) 

11,868 

76,338 

(83,309) 

Thousands of euros 

2017 

Impact on proflt or Impact on equity 
loss after taxes after taxes 

(9,069) 

9,847 

39,281 

(42,699) 

The businesses carried on by the CEPSA Group are exposed to the evolution of certain prices of raw materials 

quoted in international markets, among others, the prices of oil and natural gas, the prices of petroleum and 

petrochemical products, the electricity prices in the pool, the price of emission allowances, etc. In this 

connection the Group's high degree of vertical integration, which has increased in recent years, is a strategy 

that, by itself, mitigates the effects of economic cycles and their specific impact on the Group's consolidated 

result. 

Fluctuations in crude oil prices also have an effect on product refining and marketing operations, opposite to 

the effect of the area of Exploration and Production whose scale depends, among other factors, on the speed 

with which price changes in energy products or base petrochemical products at source is relayed to the 

international and local finished goods markets. 

The exposure to ali these prices is constantly monitored, and in certain cases, the Group contracts financia! 

derivatives with the aim of reducing their exposure to their variability. These derivatives are therefore an 

economic hedge of the Group's results, although they are not always considered hedges far accounting 

purposes. (Note 29 - Financia/ derivatives and hedge operations) 

Considering only these financia! instruments held by the Group, the following table shows the sensitivity of net 

income and equity to the effeet of a 10% increase or decrease in crude prices: 

Effect of fluctuations in the crude oll 

c) Interest rate risk

+10,0 % 

-10.00% 

2018 

Impact on profit ar loss Impact on equity 

after taxes after taxes 

(132) 

220 

Thousands of euros 

2017 

Impact on profü or Impact on equity 

loss alter taxes after taxes 

(1,247) 

1,247 

(3,199) 

3,199 

The Company's exposure to interest rate risk relates primarily to the Company's borrowings at floating rates, 

mainly Libar. The Company's policy is to manage its debt portfolio with the aim of minimizing long-term 

interest costs. 

In arder to manage and mitigate this rísk, the CEPSA Group, when it deems it appropriate, obtains financing 

at a fixed rate or contracts interest rate derivatives far hedging purposes. (Note 29 - Financia! derivatives and 

hedge operations) 

The following table shows the sensitivity of the Company's net income and equity to reasonably possible 

changes in interest rates, assuming all other variables remain unchanged. 
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The sensitivity analysis excludes all fixed rates financia! instruments carried at amortized cost as well as those 

loans at variable rate which, through transactions with derivatives, results in a similar effect to a fixed rate. 

Currency and commodity based derivatives have not been included in the sensitivity analysis below as they 

are not considered to be exposed to interest rate risk. 

Effect of fluctu.at.lon.s: Jn the lnte1-.t rate 

Capital management 

+ 50 bps 

- 50 bps 

2018 

Impact on profit or loss Impact on equity atter 
after taxes taxes 

(9,242) 

8,Bll 

2,092 

(2,136) 

Thousands of euros 

2017 

Impact on prctit or Impact on equity 
loss after taxes an.er taxes 

(6,668) 

5,940 

4,110 

(4,186) 

Maintaining a sound equity structure has been set as a priority objective of capital management by the CEPSA 

Group. 

This overall objective is implemented by controlling the level of borrowings in arder to address any possíble 

changes in economic and industry-based circumstances and, above all, ensures readiness to appropriate 

financing which enables the Group to take on new profítable business opportunitíes which may act as new 

pillars of growth and contribute significant value for the Group. 

The changes in the level of borrowings are measured by the ratio of the CEPSA Group's net borrowings to 

equity. The breakdown is as follows: 

Noo-current Finance liability (Note 17) 
Curren! Finance liability (Note 17) 
Gross liability 

cash and cash equivalents (Note 15) 

Netdebtpaid 

Equity 

Net debt paid/ Equity 

Net debt paid 

E u· 

Cilpítal employed witJrout dismntlnulng operatÑNls (Note 6) 

2018 

2,955,916 
380,434 

3,336,350 

246,878 

3,089,472 

5,542,44.I 
35.8% 

2018 

3,089,472 
5 5'12 441 

8,63.1,9.13 

Thcusands of euros 

2017 

1,628,425 
639,348 

2,267,773 

545,637 

.J.7ZZ,"6 

5,025,7.13 

25.5% 

Thousands of euros 
2017 

1,722,136 
5 Ol5 7l3 

6,747,849 

The Group performs an analysis of this ratio on a regular basis, with leverage projections as a key to 

establishing an investment decision-making and dividend policy. The increase in investments this year, 

highlighting those in the Exploration and Productíon area, has led to an íncrease in debt of 1,367 million euros 

and therefore an increase in the previous ratio of 21 %. 

29. Financia! derivatives and hedge operations

The CEPSA Group uses financia! derivatives to hedge against the risks to which its activities, operations and 

future cash flows are exposed. 

In addition, the CEPSA Group recognized other operations with derivative financia! instruments in 2018 and 

2017 that do not qualify for hedge accounting. 

The breakdown of the notional and fair value of the Group's derivatives is as follows: 
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ThC>Jsands el aros 
Trad!:!Y derivatives 2018 2017 

Deriml""5 - {Nob! 11) Derimlves llabllltles (Note 11¡ Derivatl-i1116&!-Ul Derimlves llabililies (Nole.11) 

Notlonal Amount Fairv;,iuo �onol Amount Fair-r.i!Jtl. Nollo"31""'°'r,t Fllirv�uo "·�-- f;irvaluo 
Exdlange rate derimlves 
Cross currency swaps m,672 (2,980) 166,764 (10.251) 

USD/EUR 158,414 (951) 159,468 (2,043) 
EUR/U5D 7,456 95 4,817 (52) 
EUR/GBP 4,571 so J,rn J 

USO/CNY 3,567 (JO) 
USO JYP 7 985 

Total 1!,_556 57 JJ!,_IJB6 {3,931l Y,390 911 J:U,616 {!1,_371s¿ 
COmmodlty deivatives 
Swaps (crudEs ard prncl.Jcts) 1,638 (222) ll,075 4,533 15,194 (2,415) 
Sw�(�) 38,l+l 4,!5'1 2,904 2 4,014 (IZ) 
Total �- 4,BU :!,_638 {l,:Ul J.5,!_79 4,!!6 .W,108 (1,_m¿ 

Total tradr!fl.-ves 50,80// 4,911 m,m (4,.LSJ¿ 27,,369 4,1134 35� (}í808l 
Thousands et euros 

H!!51!!!51 derintives 2018 2017 

Dertvatfvm MSil!!!t:s 'Note 11} o-tVlll:htas Uabilittea {Nota 1!J _D1111nliY9 auab: IH:0t. lll Dalullno ll•IIIIIUe, ¡11ot.1� 

Notional Amount fl.lllt 'aln� HolJonat Amocmt Fair't'alue. H!IIÜCWINAmaunt Fairvlllue HAUCAo.#.Ami;tun.l Fak vatwi 

C.. Flow hodgos 
Jnterest rate derivatives 

lnterest rate swaps 27'1,672 l,068 64,167 (1,303) 491,895 2.873 
EKCflange rate denvabves 

COP/USO 20,850 (1,578) 
Options COP/USD 28,808 (9D) 

Commodity price derivobves 

Swaps (crude oil) 27,4'57 1,212 67,567 (3,475) 
Swa� ,natural oas) 19,279 414 5,ll9 ¡,29¡ 

'º"" Z93JJ51 �482 J19i>U (.f,ZJ3! 5J.1l.3S2 !,,085 67,1,67 (:1<.-7SI 

Net in..tment hedges 
Exchange rate derivativt5 

EURIUSO %070 910 llO J6II 2.028 
Total !!!.,_070 910 l.l!J:.368 !,_OZB 

Flllrvaluehadgm 
Exchange rate derivatives 

EUR/USD 157,205 1,809 208,455 5,614 
COmmodlty pnce derivatlves 

Swa�tnatural9:2s2 227.341 24
1
613 2ll,9SS ¡29 SS<J 

T«M :,s,,,s,,6 2�422 2l:J,,9S5 {:W.854l 2�455' !lí14 

Toul do-iv•tlr# IH!ddnp 774,567 Z4Bl.f 34,?.,999 (34,067) m.17s u,727 67,567 (3,475) 

Exchange rate risk. 

The types of derivative usually used to mitigate exchange rate risks are forward and swap contracts in
accordance with the established risk management policy (Note 28).

Furthermore, in accordance with the Group's established exchange rate risk management policy (Note 28), the
CEPSA Group has obtained borrowings denominated in US dollars to finance certain investments in said
currency (Note 3.i).

Thus, at December 31, 2018 and 2017, the CEPSA Group had assigned financing for a nominal amount of
2,763 million US dollars and 1,482 million US dollars, respectively, as a hedging instrument for net
investments made by the following companies: Cepsa Sea, Cepsa Colombia, Cepsa International, Cepsa
Rhoude er Rouni, Cepsa Peruana, Coastal Energy KBM SDN BHD, Mopu Holding Singapore, Cepsa Algerie and
Cepsa E.P. Abu Dhabi ali of which use the US dallar as their functional currency. In addition, the Group also
assigned exchange rate derivatives for a nominal amount of 110 million US dollars in connection with the net
investment hedges at 2018 year end and 156 million US dollars at 2017 year end.

� 
No inefficiency in the aforementioned hedges was recognized.

The table below shows the balances and movements, far 2018 and 2017, in connection with these net
investment hedges included under "Adjustments far changes in value in hedge operations" in the Consolidated
Balance Sheet:
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Opening bil/ance 

Gains or losses recognised direc�y in equity 

Reclassification durin9 the z:ear to prof� ar IOss 

C/osing billance 

201B 

{429,309} 

(129,869) 

36,619 

{522,559} 

Thousands of euros 

2017 

{570,449} 
141,140 

{429,309) 

At the same date, the CEPSA Group hedged a nominal amount of 61 million US dollars in 2018 and 48 million 

US dollars in 2017, recognized as a cash flow hedge, the hedge item being highly probable future collections 

in foreign currency on finance leases and/or planned sales. 

Commodity price risk. 

The Group supervises its exposure to market risk via a continuous sensitivity analysis far crude oil and natural 

gas prices, the prices of petroleum and petrochemical products, the price of pool electricity, the price of 

emission rights, etc. 

With a view to reducing exposure to said risks the Group contracts financia! derivatives which constitute an 

economic hedge far its results, though not in ali cases recognized as accounting hedges. 

At the end of 2018 the Group maintains fair value hedges on firm commitments of purchases of natural gas 

due in 2019, 2020 and 2021. 

During the year, the hedging positions on 50% of the expected crude oil sales far the first half of 2018 were 

settled. These hedging operations were open at the end of 2017. (Note 28) 

Interest rate risk. 

The company policy regarding interest rate risk exposure consists of managing its interest costs using both 

fixed and variable interest rate borrowings. 

The company uses interest rate swaps in which it agrees to exchanges, at certain intervals, the difference 

between the amounts at fixed rates, variable rates or cross currency swaps. The company exchanges a capital 

and interest flow in $ USA far another capital and interest flow in EUR at a prefixed exchange rate at the 

maturity date, 

Interest rate swaps are a part of cash flow hedges to cover variable rate embedded debt obligations. Notional 

value of hedged debts accounts far 339 and 491 million euros in 2018 and 2017 respectively. 

The following table summarizes the maturity date of the Group's derivatives based on not-discounted 

contractual payments: 
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21ll8 

Derivatives assets 
Cash flow hedging derivatives 
Fair value hedglng derivatives 
Net investment hedging derivatives 

Deriva�ves not designated hedqe accounling 

Total 

Deriva�ves liabiliHes 

Cash flow hedging derivatives 

Fair value hedging derivatives 

Net investment hedging derivatives 

Derivatives not desiqnated lledqe accounoog 

Total 

2017 

Derivat.ives assets 

Cash flow hedging derivatives 

Fair value hedging derivatives 
Net investment hedging derivatives 

Derivatives not designated hed e accountin 

Total 

Derivatives llabiliHes 

Cash flow hedging derivatives 

DerivaUves oot deajqnated hed.ge accountin9 

Total 

30. Fair Value

0-3 montJ1s 

232 
6,824 

910 
Sl 

8.017 

(841) 
(3,146) 

(l,173) 

(5,.160) 

0-3 months 

1,212 
5,614 
2,028 
2 323 

1.1,177 

(3,475) 
(2,453) 

{5,928) 

lñousands of euros 

3-12 months 1-3 ycars >3 yeal'$ Total 

1,022 228 1,482 
19,598 26,422 

910 
4,860 4,9.11 

25,480 2211 33.725 

(2,089) (l,303) (4,233) 
(26,708) (29,854) 

p.980) (4.153) 

{28.797} {2,98D) (l,.103) {38,240) 

3-12 months 1-3 years >3 years Total 

583 467 1,823 4,085 
5,614 
2,028 

2 310 4 633 
2,893 467 J.,823 16,360 

(3,475) 
(2,103) (10.251) (14,807) 

C?U13J (.l0,251) {.18,282) 

With respect to a comparison of the carrying amounts and fair value of the Group's financia! assets and 

liabilities, Management considers that in ali cases, except far fixed rate loans and the sub-portfolio of trade 

receivables subject to securitization, fair value is similar to carrying amounts. 

Far the fair value of the fixed rate loans, the cash flow discount rate is used. The fair value of these loans at 

the 2018 closing date amounts to 356.8 million euros, while their carrying amount totals 359.8 million euros 

(Note 14). 

At December 31, 2018, the company 's own credit risk is considered insignificant. 

According to IFRS 13, the Group uses the foflowing hierarchy far determining the fair value of derivative 

financia! instruments and available far sale portfolio: 

• Level 1: Quoted (unadjusted) market prices in active markets far identical assets or liabilities.

• Level 2: Valuation techniques far which the lowest level input that is significant to the fair value

measurement is directly or indirectly observable.

,. Level 3: Valuation techniques far which the lowest level input that is significant to the fair value 

measurement is unobservable. 
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2018 

Fair value through profit or loss measurement category 

Derivative Assets 

Interest derivatives 

Exchange rate derivative 

Commcx:Jities derivatives 

Total 
Derivative Liabilities 

Interest derivatives 

Exchange rate derivatives 

Commcx:Jities derlllaUves 

Total 

Fair value through other comprehensive income measurement category 

Sub-partfolio of trade receivables subject to securitization 

Total 

Assets and llabilities for which fair values are disdosed 

Fixed rate loans 

Total 

2017 

Fair value through profit or loss measurement category 

Derivative Assets 

Interest derivatives 

Exchange rate derivative 

Commodities derivatives 

Total 
Derivative Liabilities 

Interest derivatives 

Exchange rate derivatives 

Commcx:Jities derivatives 

Total 

Assets and liabilities for which fair values are disclosed 

Fixed rate loans 

Total 

Total 

1,069 

2,777 

29 879 

33.725 

1,303 

6,432 

30 505 

38.240 

328,285 

328.285 

356 786 

356.786 

Total 

2,873 

7,739 

5 748 

16.360 

(12,375) 

(5,907) 

{18,282) 

343,451 

343.451 

Thousands of euros 

Level 1 Level 2 Level 3 

1,069 

2,777 

29879 

33.725 

1,303 

6,432 

30 505 

38.240 

328,285 

328.285 

356 766 

356,786 

Leve! .1 Level 2 Levo! 3 

2,873 

7,739 

5 748 

16.360 

(12,375) 

(5,907) 

{18,282) 

343 451 

343.451 

The Group enters into derivative financia! instruments with various counterparties, principally financia! 

institutions with investment grade credit ratings. Interest rate swaps, foreign exchange forward contracts and 

commodity forward contracts are valued employing the use of market observable inputs such as exchange 

rates (spot and forward), interest rate curves or forward commodity price curves. 

31. Related party transactions

A party is considered to be related to another party when one of the two, or several parties acting together, 

exercises or has the possibility to exercise control over the other party, directly, indirectly or through 

shareholder or equity holder agreements, or has a significant influence in the financia! and operating policy 

decisions of the other party. The related parties comprise the sole shareholder, directors and key 

management personnel of the Group as well as subsidiaries, associates, joint ventures and other related 

parties. The terms of these operations are approved by the management of each company and are carried out 

in the terms agreed by the Board of Directors. 

Transactions between the Company and its subsidiaries, which are related parties, were eliminated on 

consolidation and are not disclosed in this note. 

Transactions with associates, joint ventures and other related parties 

Transactions between the Group and its associates and joint ventures are disclosed below: 
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Thousands of euros 

12.31.2018 

Associates Joint Ventures Others Total 

In the Consolidated Balance Sheet 

Trade and other receivables (Note 14) 29,688 2,283 5,637 37,608 
Current and non-current loans 6,454 99,498 5,144 111,096 

Trade and other payables (Note 21) 20,728 9,701 5,635 36,064 

Total 56,870 111,482 16,416 184,768 

Consolidated Statement of Profit or Loss 

Revenue 130,364 16,031 7,290 153,685 
Other operating income (518) 347 14 (157) 
Procurements 8,026 60,465 365 68,856 

Other operating costs 16,266 268 21,494 38,028 
Finance income 60 11,678 (1) 11,737 

Finance costs 27 7 34 

Total 154 225 88 789 29 169 272 183 

Thousands of euros 

12.31.2017 

Associates Joint Ventures Others Total 

In the Consolidated Balance Sheet 

Trade and other receivables (Note 14) 26,811 32,353 2,823 61,987 

Current and non-current loans 5,251 141,573 1,482 148,306 

Trade and other paya bies (Note 21) 18,447 58,860 6¡192 83,499 

Total 50 509 232 786 10 497 293 792 

Consolidated Statement of Profit or Loss 

Revenue 94,658 431,119 5,221 530,998 

Other operating income (483) 322 337 176 

Procurements 8,857 231,234 100 240,191 

Other operating costs 11,805 103,084 16,097 130,986 

Finance income 61 12,592 2 12,655 

Finance costs 23 71 242 336 

Total 114 921 778 422 21 999 915 342 

Transactions and balances with these entities basically relate to the Group's ordinary business operations and 

were carried out on an arm's-length basis. 

In addition, "current and non-current loans to joint ventures" includes those granted to "SinarMas" far 92,445 

thousand euros in 2018 and 126,871 thousand euros in 2017 (Note 11). 

Finally, at the end of 2018, Cepsa maintains guarantees granted to Medgaz (considered a joint venture) 

amounting to 247,854 thousand euros which secures the loan that this company has with the European 

Investment Bank. At the 2017 year end the amount involved totaled 262,258 thousand euros. 

Transactions with sole shareholder and entities controlled by MIC 

Significant transactions performed by the CEPSA Group with its sale shareholder and entities controlled by 

MIC at December 31, 2018 and 2017, are as follows: 
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Name of significant shareholder 

Cepsa Holding LLC 

Mubadala DeJelopment Company PJSC 

lntemational Petroleum Investment Company PJSC (IPIC) 

Cepsa Group 
Company 

CEPSA 

CEPSA 

CEPSA 

CEPSA EP 

CEPSA 

CEPSA 

CEPSA 

Type of relationship 

Dividends and other distributed profit 

Sales and others services 

Purchases, services and sundry costs 

Sales and others services 

Dividends and other distributed profit 

Purchases, services and sundry costs 

Sales and others services 

Thousands of euros 
Type of 

b-ansaction 2018 2017 

Corporate 189,978 

Commercial 1,683 

Commercial 131 

Commercial 259 

Corporate 160,54S 331,793 

Commercial 3,765 

Commercial 433 

Significant transactions performed by the CEPSA Group with other related parties at 31 December 2018 and 

2017 are as follows: 

N�RI� of �iqnific..nt of other �lated 1J!rtle5 

Abu Dhabi National QI Company (ADN<X) 

Cepsa Grou1> 

Con1p,,ny Type of relimonshíp 

Cepsa EP Abu Dhabi 

S L.U 

Acquístion 20 percent 

of the new- concession 

in Abu Dhabi 

Tyl)eor 
ITansactlon 

Strategic 

2018 

1,368,653 

Thousands of euros 

2017 

The CEPSA Group did not perform any significant transactions with its Directors and Executives in 2018 and 

2017, other than those described in note 32. 

32. Remuneration and other benefits Board of Directors and Senior Executives

The remuneration accrued by the Directors of the Consolidated Group in 2018 and 2017 was as follows: 

Remuneration 

Wages and Salaries 

Variable remuneration 

Bylaws-stipulated Director emoulments 

Other Items 

Pension funds and plans: Contributíons and obligations (Defined contributíon plans) 

Total 

2018 

843 

2,116 

1,528 
12 

606 

5,105 

Thousands of euros 

2017 

778 

1,665 

1,077 
15 

556 

4,091 

The Liability insurance arranged far Directors and Managers of the CEPSA Group was renewed on March 5, 

2017 far 12 months, with a total annual net premium of 66,380 euros far the entire Group. This amount is 

paid by Cepsa as the policyholder and cannot be broken down by individuals, as apart from covering Board 

members and Managers, it also covers ali those employees who make decisions on behalf of the company. 

Directors who do not perform executive functions only receive "Bylaw-stipulated fees", which totaled 1,378 

thousand euros in 2018. 

Pursuant to Article 229 of the Spanish Companies Act in force, the Directors of the Company made the 

following conflict of interest disclosures: 

(i) At the Board of Directors meeting held on May 11, 2018, the Directors, Mr. Abdulmunim Alkindi and

Mr. Abdulla Aldhaheri, both stated that due to their positions as Executive Officers of the Abu Dhabi
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National Oil Company (ADNOC), they were involved in a potential conflict of interest with regard to 
the joint project in progress between ADNOC and CEPSA related to a future petrochemical plant in 
Abu Dhabi, and therefore, both recused themselves from the deliberations and voting on this matter, 
which was duly recorded in the minutes of said Board meeting. 

(ii) At the Board of Directors meeting held on September 17, 2018, the Directors Mr. Suhail Al Mazrouei,
Mr. Musabbeh Alkaabi, Ms. Alyazia Alkuwaiti, Mr. Abdulmunim Alkindi and Mr. Abdulla Aldhaheri
declared that, as Proprietary Directors, they were involved in a potential conflict of interest with
regard to the MEDGAZ S.A. purchase-sale transaction between MUBADALA INVESTMENT COMPANY
and CEPSA, and therefore, all five Board members recused themselves from the deliberations and
voting on this matter, which was duly recorded in the minutes of said Board meeting.

With the occasion of their respective resignations tendered on November 13, 2018, the Directors, Mr. Suhail Al 
Mazrouei, Mr. Abdulmunim Alkindi and Mr. Abdulla Aldhaheri, stated that neither they, nor any of their related 
parties, were involved in any direct or indirect conflicts with the interests of the Company up until that date, 
with the exceplevetion of the aforementioned situations, which were duly recorded in the minutes of the 
relevant Board meeting. 

With regard to the incumbent Directors at the date of issuance of the Financia! Statements of the Company, 
Mr. Musabbeh Alkaabi and Ms. Alyazia Alkuwaiti, they both disclosed the aforementioned conflicts of interest 
in their respective letters dated February 11, 2019 and addressed to the Secretary of the Board of Directors, 
stating that neither they, nor any of their related parties, were involved in any other direct or indirect conflicts 
with the interests of the Company. 

As far the remaining members of the Board of Directors, none of them, nor any of their related parties, 
disclosed any direct or indirect conflicts of interest, pursuant to the Companies Act in force, either at year-end 
2018 or at the date that these Financia! Statements were drafted. 

At December 31, 2018 and 2017, there were 7 members (6 men and 1 woman) on the Board of Directors, in 
addition to the Secretary non-board member and Deputy Secretary non-board member. 

The total remuneration of Senior Executives (referring to members of the Management Committee, regardless 
of the type of employment contract they have) who were not simultaneously Executive Directors of the Board, 
in 2018 and 2017, was as follows: 

Remuneration 

Wages and Salaries 

Variable remuneration 

Other Items 

Pension funds and plans: Contributions and obligations 

Total 

In 2018 and 2017, there were 8 Senior Executives, all of whom were men. 

2018 

2,743 

5,072 

130 

584 

8,529 

Thousands of euros 

20V 

2,720 

4,711 

124 

575 

8,130 

Senior Executives receive an annual fixed and variable remuneration package. Variable remuneration is 
calculated as a percentage of fixed remuneration, with said percentage being conditional upan the level of 
achievement of the objectives established far the year. These objectives, which are subject to measurement 
and control systems, are determined on the basis of the earnings of the Consolidated Group, occupational 
safety rates, operating aspects of the business, such as the execution of projects pursuant to established 
criteria relating to price, quality and deadlines, and individual performance. 
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There are no loans or advances made to any Senior Executives. 

33. Guarantee commitments and other contingent liabilities

At December 31, 2018 and 2017, certain Group companies had provided guarantees, mainly far bank 

transactions and supply contracts, the breakdown is as follows: 

Public entities 

yuppliers/creditors and others 

Total 

2018 

332,250 

3,106,763 

3.439013 

Tñousands of euros 

2017 

295,580 

1,341,838 

1 637.418 

Guarantees arranged with "Suppliers/creditors and other" relate mainly to guarantees provided by Cepsa to 

financia! institutions far drawdowns against credit facilities granted to Group companies, as well as letters of 

credits to trade payables, which amounted to 1,193,087 and 441,090 thousand euros in 2018 and 2017, 

respectively. These amounts were recognized, by maturity, under "Bank borrowings" and "Trade and other 

payables" on the liability side of the Consolidated Balance Sheet. 

At December 31, 2018, the Group had not pledged any financia! assets as security far liabilities or contingent 

liabilities. 

The Group has firm commitments far gas transport (ship or pay) with the jointly controlled company Medgaz. 

In turn, the Group has commitments to purchase natural gas. 

At year-end 2018 and 2017 long-term firm commitments are as fallows: 

2018 2019 2020 2021 

PLXchase/ service c:ommitments 

Liquid Natural Gas 383,437 386,146 345,664 

Gastran.soort 45,412 4§,J!l 47,309 

�a,11n11/- 42Jl.909 4:11,5Z/J 3IJ1,IJ7J 

2017 2018 2019 2020 

Purchase/ service comm1tments 

LIQUld Natural Gas 302,245 296,933 276.338 
Gas transoort 44 581 45,472 '6382 

Tobll-commlm""/Jt ,346.825 34?,./05 3??,J.20 

2022 2023 

265,736 265,736 

48,256 49,221 

311,992 314,95}' 

2021 2022 

264,044 253,890 

47 )09 48 256 

3!1,.353 30?¿* 

S,f>M,q,IOl'I, �rs 

2,125,888 

387,460 

].513,348 

Su�uent �rs 

2,285,008 
436 680 

F�688 

Thousands c1 euros 

Total 

3,772,607 

624,100 

4,396,707 

Total 

3,678,458 
668.680 

�347,138 

These commitments were quantified using estimates based on Brent Crude farward price curves prevailing at 

year-end 2017 and 2018. 

34. Subsequent events

At the date of issuing of these Consolidated Financia! Statements, there have been no more significant 

subsequent events to be mentioned in this section. 

35. Explanation added for translation to English

These Consolidated Financia! Statements are prepared on the basis of IFRS as endorsed by the European 

Union and certain accounting practices applied by the Group that confarm with IFRS endorsed by the 

European Union and may not conform with other generally accepted accounting principies. 
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TABLE I 
List of the main companies making up the consolidated CEPSA Group at December 31, 2018 

SUBSIDIARIES 
''º "º""" 

Name Parent Company Reglstered Office Une of Business 2018 2017 Share Capital Share Capital Reserves + Net Net Cost of Consolidation Flscal 
Subscribed Paid Proflt lnvestment (º) Method (*) Group 

CF.PSA BUSINf:SS SERVICES, S A Coripañía Española de Petróleos, S.A u_ Paseo de la Castellana, 259 A 28046 Madrid España Corporate services 100% 100% 60 60 3,305 60 G Yes 

CEPSA, S A Ccw,pañía Española de Petróleos, S A U Paseo de la Castellana, 259 A 28046 Madrid Español Corporate services 100% 100%, 61 61 780 61 G Yes 

CS'SA INTERNATIONAL B V Compañía Española de Petróleos, S.A.U 
Beurs • World Trade Centre .. Office 66B Oil and gas trading 100% LOO% 
ee..rsolón 37 30U M� The-

3,515 3,515 190,109 196,372 G No 

CEPSA TRE/ISURY, S A.U Cornpai'lia Española de Petróleos, S A U Paseo de ta Castellana, 259 A 28046 Madrid. España Oil and gas tradmg 100% 60 60 731 60 G Yes 

CEPSA ALGERIE, S L, Compañía Espc.ñola de Petróleos, S.A,U Pasea de !a Castellana, 259 A. 28046 Madrid. España Research and expkxat1on 100% 27 27 186,134 188,292 G Yes 

CEC SERVlCES (THAILAND) L TO Mopu Holdings (S1ngapore) Pte Ltd 
= ·

1
�6�Ó :�:i���;er. s.rld'wrnvil M4' Re.sean:n and exploration 100% 100% 23 23 665 171 G No 

CEf'S,I\ (Rl-10URDE EL ROUNI) LIMITED Compañia Española de Petróleos, S A.U 2nd Ficar, Midtown Plaza ?O Box 448. KYl-1106 Research and explorat1on 100% 100% 100,791 100,791 68,658 156,033 G Yes Gr.ina C:!vmari. t:aym,;Jn Jslands ( .. ') 

CEPSA COLOMBIA, S A Compañía Española de Petróleos, S A U Paseo de la Castellana, 259 A 28046 Madrid Espai'ia Researcn and exploration 100%i 100% 24,109 24,109 63,081 254,057 G Yes 

CE:PSA E P., S,A U Compañia Española de Petró�s, S . .A .U Paseo de la Castellana, 259 A 28046 Madrid España Research and exploration 100% 100% 7,679 7,679 2,203 9,643 G Yes 

CEPSA E:P ASlA, S L U Cepsa Sea, S L Paseo de la Castellana, 259 A 28046 Madnd, España Research and exp\aration 100'% 100% 100 100 (200,941) (252,522) G Yes 

CEPSA EP ESPAÑA, S L U Cepsa E P ,  Sociedad Anónima Paseo de la Castellana, 259 A 28046 Madrid. España Research and exploration 100% 100% 100 100 (286) 4,596 G No 

CEPSA EP A.BU Dt-tABf, S L U Compañía Española de Petró�, S.A U Paseo de la Castellana, 259 A 280"16 Madrid, Espc>fü, Research and exploration 100% 3 3 1,370,887 1,484,719 G Yes 

CEPSA OLEO í: GAS DO BRASIi., L TOA. Compañía Española de Petrrneos, S A.U Rua do Carmo, nº 43 9º anclar.· Ria de Janeiro, Brasll Research and explorat1on 100% 100% 48,262 48,262 (32,386) 7,144 G No 

CEPSA PERU, 5 A U Compañia Española de Petróleos, S A.U Paseo de ta Cc:istellana, 259 A 28046 Madrid. España Reseélrch ancl exploratfon 100% 100% 60 60 98,778 99,217 G Yes 

CEPSA �ERUANA, S A C Cepsa Perú, s A,U 
Av Ricardo Rivera Navarrete, 501 27 San Isisdro-Uma Researct1 and exp!oration 100% 100% 166,868 166,868 (54,127) 111,696 G No Perú 

CEPSA SEA, S L U Compañía t:spañola de Petróleos, S.A.U Paseo de la Castellana, 259 A 28046 Madrid España R.esearcn and exploration 100% 100% 19 19 (270,592) 109,766 G Yes 

CEPSA SURINAME, S L U Compañia Española de Petróleos, S A U Paseo de la Castellana, 259 A 28046 Madrid España Research and exploration 100% 100% 23,706 23,706 7,805 34,661 G Yes 

COASTAL ENF.RGY COMPANY Cepsa EP Asia 
Cricket Square, Hutchins Orive PO Box 2681 KY1 • Research and exploration 100°/o 100ti/� 37 37 (190,343) (200,925) G Yes 1111 Grdnd Cayman lslas ca1man (,.**) 

C.:EC lNTERNATIONAL LTD Coastal l:nergy Company Cricket Square, Hutchins Drtve PO Box 2681 KY1 • Research e1nd exploration 100% 100% 1 1 (204,554) (199,149) G Yes 1111 Grand C.ayman Islas Caiman e·--) 

COASTAL 1:NERGY KBM SON BHD Compai'\ía Española de Petróleos, S A.U Level 23, Etiga Twins, 11 Jalan. · Pinangm KL. Malasia Resean:h and explorat,on 70% 70% 4,926 4,926 56,145 51,137 G No 

COAST Al EN[:RG)' MALASYA SON BHD Compariia Española de Petróleos, S A.U Leve/ 23, Etiga Twíns, 11 Jalan, - Ptnangm Malasia Research and exploration 100% 100% 1,791 9,843 G No 

MOPU HOLDINGS (SINGAPORE) PTE L TD Compañía Española de Petróleos, S A U 6, Temasek Boulevard #38-01 Suntec Tower Four Research and explorat1on 100% 100% 56,345 56,345 35,937 183,005 G No 038986 • Singapore 

NUCOASTAL ( rHAILAND) LIM!TEIJ Coastal fnergy Company Unit. nos 3901 • 3904, 39th Floor, Exchange Tower, Rese.arch and exploration 100% 100% 1,730 1,730 (33,738) (5,304) G No 388 Sukhumvit Rd. Klongtoey, - Bangkok Tailandia 

OCEAN 66 LTD COüstal Energy Company Codan (Mauritius) Limited, Level 3, Tower 1 Researcl1 and exploration 100'% 100% 2 2 11,156 8,636 G No Nexteracom Tower Cybercity, - Ebene Rep Mauricio 

("') G •· FuUy cnnsolldated, E =- Equity method C"..onsolidation (•"'"') Book value in 1ndiV1dua\ accounts ("'"'*) Compames f1scally domlclled in Spa1n 
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Toousands of euros 

SUBSIDIARIES 

1 1 1Ownershio Eouíl:v 

Name Parent Companv Registered Offic.e _ine of Business 2018 2017 
Share (apttal Share capital Reserves + Ne! Net Cost of consolidaban Fiscal 
SUbscnbed Paid ProfK Investment ( .. ) Method (*) Group 

CEPSA GAS COMEROAL!ZADORA, 5.A Compañía Española de Petn,eos, S.A U Paseo de la castellana, 259 A. 28046 Madnd España Gas distrib11t10n 70% 35% 3,060 3,060 11,41:!. 14,161 G No 

CEPSA GAS Y ELECTRICIDAD, S.A U. Compañia Española de Petróleos, 5 A,U Paseo de la Castellana, 259 A. 28046 Madrid. España Electricy distribution 100% 100% 12,330 12,330 87,263 55,621 G Yes 

GENERACIÓN ELÉCTRICA PENINSULAR, S.A. Cepsa Gas y Electricidad, S.A.U Paseo de la Castellana, 259 A 280<\6 Madrid. España Cogeneration 70% 70% 32,000 32,000 56,894 22,400 G No 

SERVICIOS ENERGETICTJS DE ALTA Compañia Española de Petróleos, S.A U Paseo de la castellana, 259 A. 28046 Madrid. España Electncy sales 100% 100% 100 100 3,720 2,408 G Yes EFICIENCIA, S,A U 

SURESA RETAMA, 5 L,U Cepsa Gas y Electricidad, S A.U. Paseo de la Castellana, 259 A. 28046 Madrid. España Wind generation 100% 100% 605 605 12,365 17,082 G No 

CEPSA CHEMICAL (SHANGHA!), CO , L TO Cepsa Química China, 5A 
Nº 159 Pu Gong Rd., Shanghai Ct.em1cal Industrial Manufacturing, Commercialization of 

75% 75% 231,337 231,337 (189,687) 65,332 G No Park. - Shangha1. China phenol, acetone and reated prooucts 

CEPSA CHIMIE BECANCOUR, INC Cepsa Quim1ca, S.A. 
5250 Boulevarcl Becancour. G9H 3X3 Becancour Commercializatlon of petrochemical 

100% 100% 30,670 30,670 16,186 15,561 G No QUEBEC. canadá prooucts 

CEl'5A ITALIA, 5.p.A, Cepsa Química, S.A. 
Viale Milanof1on Palazzo A/6 20090 Assago- MILAN Commercialization of petrochernicaJ 

100% 100% 6,000 6,000 5,587 9,737 G No Italia ¡:,-llducts 

<:EP5A QUIMICA CHINA, S.A Cepsa Química, S.A Paseo de la Castellana, 259 A 28046 Madrid. España Shareholder 75% 75% 12,830 12,830 53,055 48,744 G Yes 

CEPSA QUIMICA, S A. compañia Española de Petróleos, S.A U Paseo de la Castellana, 259 A 280<\6 Madrid. España 
Production and sale of 

100% 100% 60 60 775,078 80,192 G Yes 
pecroc:hemicals 

CEPSA U K, L TD Cepsa Química, S A 
Audrev House 16 • 20 Ely Place. EC!N 65N London. 

Commercialization of petrochem1cals 100% 100% 3,337 3,337 8,208 10,532 G No 
Reino Unido 

Rua Hidrogenio 17.t:14 
Production and sale of 

DETEN QUIMICA, S.A Petresa Part1cipa,oes, L TOA CompleJo Industrial 42810-010 Cama,ari Bahía 
petrochemicals 

71% 71% 61,333 61,333 62,580 152,959 G No 
Brasil. Brasil 

(') G = Fully consohdated; E = Equ1ty methoo Consolidat1on ( .. ) Book value 1n ind1vKlual accounts 
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SUBSIDIARIES 

Name Parent Company 

ATLAS, S A COMBUSTIBLES Y LUBRIFICANTES Compañia Española de Petróleos, 5,A U. 

CM D AEROPUERl OS CANARIOS, S L compañía Española de Petróleos, S A u. 

CEDIPSA, CIA ESPAÑOLA DISTRIBUIDORA DE Cepsa Comercial Petróleo S.A,U 
PETROLEOS. S A 

CEPSA AVIACIÓN, S,A Compañia Española de Petróleos, S A,U 

CEPSA BIOENERGIA SAN ROQUE, S L U Compañia Española de Petróleos, S A U. 

CEPSA CARO, S A U Cepsa Comercial Petróleo, S A U 

CEPSA COMERCIAL PETRÓLEO, S A U Compai"iia Española de Petróleos, S.A U 

CEPSA DISCO, S.L U Cepsa Comercial Petróleo, S A U 

CEPSA MARINE FUELS, DMCC Compañía Española de Petróleos, S,A U 

CEPSA PANAMA S.A Compañía Española de Petróleos, S,A U 

CEPSA PORTUGUESA PETROLEOS, S A Compafüa Española de Petróleos, S.A.U. 

CEPSA TRADING, S A U Compañía Española de Petróleos, S A U 

PETRÓLEOS DE CANARIAS, S.A (PETROCAN) Compañía Española de Petróleos, S.A.U 

PROPEL·PRODUTOS DE PETROLEO, L D A Cepsa Portuguesa, S A 

PROPEL·PRODUTOS DE PETROLEO, L.D,A Compañía Española de Petróleos, S.A U 

RED ESPAÑOLA DE SERVICIOS, S.A U (RESSA) Cepsa Comercial Petróleo S.A.U. 

SPANlSH INTOPLANE SERVICES, S L U Compañia Española de Petróleos, S A U 

('") G = Fullv Consolidation; E = Equ1ty method Co11solidation 

Cepsa Group 

Registered Offlce Line of Business 

C/ Playa B�nltez, s/n. 51004 Ceuta España 011 and gas trading 

Polígono Industrial Valle de Gü1mar Manzana XIV, 
parcelas 17 y 18 38509 Güimar - Santa Cruz de Jet fuel distribution 
Tenerife España 

Paseo de la castellana, 259 A 280"16 Madrid España Sales in service statlon 
�- •- -••m· t.ffa - --• • �11 

Zona ind Aeropuerto Tenerife Norte Los Rodeos 38206 Oll and gas transport 

Paseo de la Castellana, 259 A 28046 Madrid España Oil and gas trading 

Paseo de la Castellana, 259 A, 28046 Madrid España Group Cards management 

Paseo de la Castellana, 259 A. 28046 Madrid. España Petrel station admlnistration 

Paseo de la Castellana, 259 A 28046 Madrid España 011 and gas trading 

Offke. 3l,Ol I l.W (loor ?t.Dtinum Tower Juemeirah Commerclallzation of oil produas 
Lake Tower .. .. Oubai EAU (ouuíd� EAIJ) 
Pt1 l\lbroa� C)!f� > ,.,.,, ""'' 17 AA>l'OOI\, .._.,..ao Supply oil products to vessels ..i... "-•··--·' • ,.. __ •• ..:,,_ ""' P-···--..c. -
�¡:� c

�=-�
o Bordalo Pinheiro, 108-3° B .  1070-067 Oil and gas trading 

Paseo de la Castellana, 259 A 28046 Madrid España Oil and gas trading 

Explanada de Tomás Quevedo, s/n 35008 Las Palmas Bunkerlng services de Gran Canarias (GRAN CANARIA), España 
Av11a. COtumbD-,n Bord.il}o P)l)hclro, 108-3º 1070-067 Supply point management services 
LISOOA Pcrt.uo>! 

Avda. Columbano Bardal□ Pinheiro, 108-3° 1070-067 Supply point management services 
LISBOA. Portugal 

Paseo de la Castellana, 259 A. 28046 Madrid España Group Carel m.inagement 

Paseo de la Castellana, 259 A 28046 Madrid España Oil and gas trading 

1 

(*,.) Book value in individual accounts 
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OwnershlD 

2018 2017 

100% 100% 

60% 60% 

100% 100% 

100% 100% 

100% 100% 

100% 100% 

100% 100% 

100% 100% 

100% 100% 

100% 67% 

100% 100% 

100% 100% 

100% 100% 

93% 93% 

100% 100% 

100% 100% 

100% 100% 

Thousands of euros 

1 Eauttv 1 
Share Capltal Share Capital Reserves + Net Net Cost of Consolldatlon Fiscal 

Subscr1bed Paid Proflt Investment (••) Method (•) Group 

3,930 3,930 11,165 4,077 G Yes 

21,576 21,576 7,790 U,9"16 G No 

8,114 8,114 27,901 10,059 G Yes 

954 954 24,497 956 G Yes 

3,003 3,003 8,128 8,003 G Yes 

60 60 (204) 60 G Yes 

82,043 82,043 658,320 219,373 G Yes 

12 12 188,549 182,379 G Yes 

405 406 2,413 G No 

1,227 1,227 22,152 20,873 G No 

30,DDO 30,000 59,718 65,957 G No 

50 60 (77) 50 G Yes 

120 120 33,885 10,543 G Yes 

224 224 1,127 1,380 G No 

.300 300 35,332 39,705 G No 

1,000 1,000 4,007 1,300 G Yes 

1,000 1,000 4,007 1,300 G Yes 
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JOINTL Y CONTROLilO ENTIT1fS 

Name Parent Company 

MEQGAZ S.A Compañía Española de Petróleos, s A u. 

NU:IIA GENERADORA DEL SUR, S A Compañía Española de Petróleos, S A U. 

SIN.tAMAS CEPSA PTE, L TD Cepsa Química, 5 A 

ASf;,¡,JOS ESPAÑOLES, S.A. (ASESA) Compañía Española de Petróleos, S.A.U. 

(")G "flill\'CUIPQUU<S<W; t -tqutty n\t!lll0(! 

ASSOCIATES 

Name Parent Company 

AeU DHABI OIL, CD, L TD (ADOC) Cosmo Abu Dhabl Energy E&P Co , Ltd 

� A8U DHABI ENERGY E&P Ca. Ltd Cepsa lntenational, B v. 

ro<ISTALENERGY COMPANY (KHDRAT) LTD Coastal Energy Company (Khorat), Ltd 
(ÁPICO) 

COASTAI.. ENERGY COMPANY (KHORAT) L TD Coastal Energy Company 

SIL CHEMICAL, L TD es Chemical, Ltd 

CEPSA GIBRAL TAA, L TD Cepsa Internacional, B.V 

(•) G = Fully oonsolldated; E = Equ,ty method Consolidaaon 

Cepsa Group 

Registered Office 

Muelke de Poniente, s/n 04002 Almería. España 

Moa 5all u,,s, n• n 1:d1r100 e ;• � 2ou.,, 
,---"~"" 

108 Pasir Panjang Road - Golden Agri Plaza 118535 
Singapore. 

C/ Titán, 8 4ª Plani,, 28045 Madrid. España 

Reglstered Office 

1-1 Shibaura 1 - Chome, Minato - Ku - Tokyo. Japan 
Ha� BUXi., 1-1-1 Shlbilura, Monato-Ku 
T,...... )eaan 

Suite 14-08 Empire Tower, 1 South Sathorn Road, 
Yannawa 10120 Bangkok. Thailand t .. •¡ 
� 5qua<e, HutchioS uriv,: l'O !lo:< 21>81 KYI • 
1111 ,.-, ..... Í.Mm.:t" r••·, 
161 A. Rat.•u l\tylor � llícloría Islanó .• Lagos. 
N� 
curoport t>ullCl,ng , <ne!'""" (P.O. eox 51) . 
'-'~''"· 
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1 -�P 

Une r:I Business 2018 2017 

·-� COl1ltnJCllOn "'' gas 
transportation between Algena and 42% 42% 
"·•---• 

Power cogeneration SO% 50% 

SUlphonation and sulfation or LAB 50% 50% and falty alcohols. 

Oil Refining to obtain asphalt 50% 50% products 

(�)""'"' VlllUt! WI IIUV>UUl>I ao:ounts 

1 -•=�dP 

Une af Business 2018 2017 

Research and e,cploration 12.88% 12.88% 

Research and e,cploration 20% 20% 

Research and exploration 39% 39% 

Research and exploration 39% 39% 

ProductJon and sale ar Lat>-Las 30% 30% 

Oil and gas tradlng 50% 50% 

(º) Book value !n individual accounts 

1 ""'""' 1 

Share Capital Share Capit,I Reserves + Net Net CDst of Consolidation Fiscal 
SUbscribed Paid Prof� Investment (**) Method (*) Group 

30,000 30,000 21,546 139,854 E No 

2,290 2,290 82,580 21,535 E No 

46,551 '16,551 (9,980) 65,213 E No 

8,529 8,529 24,072 17,869 E No 

1 taul¡y l 

Share Capit,I Share Capit,I Reserves + Net Ne: CDst of Consolldatjon Fiscal 
Subscribed Paid Prof� In""5tment (**) Method (*) Gruup 

92,987 69,476 641,451 598 E No 

28 28 (37,205) 136,985 E No 

42,289 42,289 (28,121) 38,3'!6 E No 

46 '16 63,506 41,621 E Yes 

116 116 86,318 84,882 E No 

71 71 18,157 25 E No 

(º*) Companies fiscally domiciled in Spam 
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Table Joint Operations (TABLE II) 
Main assets and operations under joint control in the consolidated CEPSA Group at December 31, 2018: 

Thousands of euros 
% Ownership Revenue Profit before tax Net erofit Total Assets Total Liabilities 

List of all joint 
oeerations Count� Oeerator Nature of activities 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 

RKF Algeria Cepsa Exploration and Production - 100.00% o o o o o o o o o o 

RKF Algeria Cepsa Algerie, S.L. Exploration and Production 49.00% o o 6,707 o 593 o 129,892 o 115,234 o 

Ourhoud Algeria Sonatrach Exploration and Production 37.13% 39.76% 453,584 324,677 259,988 237,537 178,161 138,347 88,037 111,990 o o 

Timimoun Algeria Sonatrach / TEPA/ Cepsa Exploration and Production 11.25% o o o o o o o 157,493 o o 

Timimoun Algeria Sonatrach / TEPA/ Cepsa Al Exploration and Production 11.25% 9,036 o (670) o (1,498) o 186,672 o 209,353 o 

Rhourde Rouni 11 Algeria Cepsa Exploration 100.00% 100.00% o o (694) (442) (694) (442) o 19,520 o o 

Tiple Colombia Cepsa Colombia, S.A. Exploration and L TT 70.00% 70.00% 519 o (660) 858 (660) 858 123 75 1,573 819 

Garibay Colombia Cepsa ColOfT\bia, S.A. Exploration and LTT 50.00% 50.00% 3,399 o 1,149 442 1,149 442 646 125 264 441 

Jilguero Colombia Cepsa Colombia, S.A. Exploration and Production 57.86% 57.86% 6,071 8,235 6,993 (1,637) 6,993 (1,637) 580 2,481 2,550 1,679 

Puntero (Manatus) Colombia Cepsa Colombia, S.A. Exploration and Production 70.00% 70.00% 3,092 3,109 743 1,268 743 1,268 4,276 3,717 2,917 2,456 

Puntero-Onca Colombia Cepsa Colombia, S.A. Exploration and Production 100.00% 100.00% o o (101) (3,207) (101) (3,207) o o o o 

Merecure Colombia Cepsa Colombia, S.A. Exploration 70.00% 70.00% o o (523) (6,227) (523) (6,227) 1,362 9 o 650 

El Portón Colombia Cepsa Colombia, S.A. Exploration 50.00% 50.00% o o o o o o o o 82 o 

Llanos 22 Colombia Cepsa Colombia, S.A. Exploration and Production 55.00% 55.00% 24,267 13,449 15,041 8,044 15,041 8,044 3,870 7,340 1,681 1,345 

Balay Colombia PETROBRAS Exploration and L TT 30.00% 30.00% o o (304) 251 (304) 251 166 158 1,597 1,164 

Cpo 14 Colombia Meta Petroleum Exploration 100.00% 37.50% o o (899) (174) (899) (174) o o o o 

Cpo 12 Colombia Meta Petroleum Exploration 42.80% 42.80% o o (46) (100) (46) (100) o o o o 

Río Paez (La Cañada Norte) Colombia HOCOL Exploration and Production 16.67% 16.67% 3,517 3,933 796 1,776 796 1,776 4,248 7,489 446 388 

San Jacinto Colombia HOCOL Exploration 16.67% 16.67% o o o o o o o o o o 

PPN Colombia GRAN TIERRA Exploration 30.00% 30.00% o o (50) (34) (50) (34) o o o o 

CPE-3 Colombia Cepsa Colombia, S.A. Exploration 0.00% 50.00% o o o o o o o o o o 

Caracara Colombia Cepsa Colombia, S.A. Exploration and Production 70.00% 70.00% 160,286 133,865 65,587 37,352 65,587 37,352 150,867 181,309 26,971 30,383 

CPR Espinal Colombia PETROBRAS Exploration and Production 16.67% 16.67% o o (5,922) 1,469 (5,922) 1,469 o o 218 208 

Block 127 Peru Cepsa Peruana S.A.C. Exploration 80.00% 80.00% o o o o o o o o o o 

Block 114 Peru Cepsa Peruana S.A.C. Exploration 60.00% 60.00% o o o o o o o o o o 

Block 131 Peru Cepsa Peruana S.A.C. Exploration and Production 100.00% 100.00% 55,964 44,463 20,235 17,867 (9,315) 1,291 111,209 104,299 8,177 5,875 

Block 130 Peru Cepsa Peruana S.A.C. Exploration 100.00% 100.00% o o o o o o o o o o 

BMS Algeria Hess ReR Exploration and Production 75.00% 45.00% 87,640 43,052 31,178 1,418 26,318 1,063 246,808 182,898 246,808 224,271 

Rodaballo Spain Repsol Exploration and Production 15.00% 15.00% 221 714 o o o o 255 212 1,067 882 

Casa blanca Spain Repsol Exploration and Production 7.40% 7.40% 889 799 o o o o 3,015 2,509 14,774 12,964 

Montan azo Spain Repsol Exploration and Production 7.25% 7.25% 689 682 o o o o (635) (967) 519 455 

Boquerón Spain Repsol Exploration and Production 4.50% 4.50% 437 535 o o o o (583) 680 97 85 

Block CE-M-717 Brazil Premier Oil Exploration 50.00% 50.00% o o (1,321) (3,179) (991) (2,385) 13,727 7,125 7,653 7,146 

Block CE-M-665 Brazil Premier Oil Exploration 50.00% 50.00% o o (233) (1,072) (175) (804) 2,548 7,168 8,652 7,146 
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Presentation of non-financia! information 

In compliance with articie 49 of the Commerce Code, in the Annual and Corporate Responsibility Report, 

which is attached to this Consolidated Management Report, the Statement of Non-financia! information for 

the year 2018 is presented. The Statement of Non-financia! information included in the Annual and Corporate 

Responsibility Report forms an integrating part of the Consolidated Management Report and is subject to the 

same formulation, approval, deposit and publicatíon criteria as the Consolidated Management Report. 

1. Company situation

a. Our Group

Cepsa is a multinational energy group with more than 89 years of experience in the sector. We operate the 

entire value cha in for oíl and gas, from exploration and production to distribution and marketing of the final 

products. 

This integrated business model provides us with the additional stability needed to offset adverse effects on 

any single business area, and allows us to establish synergies amongst different activities, increasing 

efficiency. 

Our technical expertise and adaptability have made us one of the largest Spanish industrial groups in terms 

of sales volume, and represent a benchmark group for the sector. 

Currently, we are present in more than twenty countries and working on further expanding our activities 

internationally. As a dynamic group with an innovative spirit and a great capacity to adapt to new and 

evolving scenarios in the industry, in 2011, we initiated a deep cultural and strategic change together with 

International Petroleum Investment Company PJSC (IPIC). 

In 2017, Mubadala Investment Company (the ultimate parent of the Company) instructed International 

Petroleum Investment Company (100% direct owner of the Company) to transfer íts entire ownership in the 

Company to an entity under common contrnl, Cepsa Holding LLC. Hence, Cepsa Holding LLC is the direct 

100% shareholder of the Company as at 31 December 2018. 

Our objective is to position ourselves uniquely in the global energy market, estab!ishing presence across ali 

phases of the oíl and gas value chain while remaining true to our mission of supplying the energy that each 

situation may require and vision to be a global energy company of choice. 

In the Cepsa Group we maintain our commitment to the safety and environment. We are aware of the impact 

of our activities on the environment and uphold the compatibility of development and conservation of the 

environment, supporting the sustainability and optimization of our activities with the mínimum possible 

impact on the natural environment 

Cepsa Group 
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b. Business model

As an integrated energy Group we perform our activities 111 many countries via the follow1ng business 

segments: 

Exploration and Production 

This business area includes the activities related to exploration and production of hydrocarbons. We are 

present in South America, Africa, the Middle East, Spain, and Southeast Asia, with a production capacity of 

more than 83,000 barreis of petroleum per day. 

In March 2018, we acquired a 20% interest for 40 years in a concession with two large oil fields in Abu 

Dhabi. As a result of this acquisition, our resources have been tripled and our production capacity increased 

by 50%. We also operate severa! oíl fields in Algeria, including the second largest in the country. Finally, our 

presence in Colombia is significant, where we are the filth largest company in the sector. 

We have a diversified E&P activity, with assets in onshore and offshore (in deep and shallow waters). 

The price of crude oil has a significant impact on exploration and production activities. For the coming years 

moderate increases are expected In crude oil price as the markets gradually find sorne equilibrium, with the 

oversupply concerns reced1ng. 

Rising development costs for exploration projects, mainly due to projects' increasing technical complexity, 

and the low price of crude oil, has accelerated the search for efficiencies and required us to be very selective 

when investing in new projects. 

In the recent years, Cepsa has adapted to the new environment of volatility in the price of crude oil, 

optimizing our costs, showing resilience in the face of crude oi! prices, progressively reducing our break-even 

levels below $30/barrel, successfully working on the replacement of reserves and strengthening our position 

in the key regions where we are active. 

Refining 

Crude oils are distilled vIa refining, which involves selecting the most appropriate oil for our refineries and 

transforming the oil into products for sale in the markets where we operate. The refining activity is integrated 

in other businesses of the Cepsa Group, from supplying crude oil to marketing products (Trading, Marketing, 

Petrochemicals, Gas and Power) with a view to maximizing margins in the value chain. 

Our refining activity is centered in Spain with two refineries, amounting to a total crude oil distillation capacity 

of 23.5 million tons per year, totaling 32% of capacity installed in Spain, and from which we supply to the 

domestic and export markets. 

The refirnng overcapacity In Europe and the competitiveness of refinenes in Russia, the Middle East, and the 

USA continue to pose the main threat to European refineries. In 2018, the refining margins have been 

reduced to rnore moderate levels in comparison with the high margins íegistered in 2017. 

The regulatory framework is becoming a factor of great 1nfluence in the 1ndustry, where environmental 

demands and technical specificat1ons of the products aI·e increasingly restrict1ve, including lower CO2 

emissIons and greater presence of biofuels. 

Cepsa Group 4 
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The 'Bottorn of Barrel' project is being impiemented, wr11ch, with an estimated budget of 930 rrnllion euros, 

will involve, through the manufacture of intermediate products of greater value, an improvement iI1 our 

refining margin and the competitiveness of our refinenes, consoiidating them as among the most efficient in 

Europe. 

Through the Trading unit we carry out the sale o-f the crude oil we extract together with our surplus refinery 

products, supplying the refinery with raw materials and intermediate products, managing the price risks in 

the markets of futures and other derivatives. 

As a complement to our operations of refining, we have a combined cycle plant as well as electricity and 

steam cogeneration plants in the main production centers, fueled by natural gas, and we also supply 

electricity to industrial clients and consumers in the service sector. 

In the Cepsa Group we strive to enter new energy markets with high growth potential to compiement our 

integrated model, as in the case of renewable energies. In this context, we have acquired the rights to 

develop a wind farm which will be located in the province of Cadiz. 

Marketing 

In the Cepsa Group we pursue commercial oíl and gas activities via three sales channels: we boast a wide 

network of service stations (around 1,800 service centers) in Spain, Portugal, Andorra, and Gibraltar, our 

own direct sales channels, and an extensive domestic and international network of agents and distributors. 

Employing these three channels, we market automotive, and jet fuels, asphalt tars, lubricants, and liquefied 

petroleum gases, as well as a wide range of petrochemical products. Likewise, we supply fuels far ships at 

the main Spanish ports, where are leaders, and at important locations for international maritime traffic, such 

as Fujairah and Panama. 

We market our innovative quality products and services in numerous countries. VI/e are positioned in the 

market as a company that supplies products and services adapted to the needs of our clients. 

In Spain, the degree of coverage provided by our service station network is slightly greater than in other 

European countries. Consequently, it is of great operational importance to differentiate these service stations 

in the market as well as ensure custorner loyalty to so as to ensure the network's prnfitability in a competitive 

envi rnn ment. 

Petrochemicals 

We manufacture and market basic petrochemicai products and derivatives. We carry out basic petrochemical 

activities in the refineries, obtaining raw materials, intermediate products, and finished products. We have 

plants that carry out derivative petrochemical activity, in Spain, Germany, Canada, Brazil, Nigeria, China and 

Indonesia. Our manufacturecl products have a multitude of applications as raw materials
1 

for the production 

of detergents, as well as the manufacture of resins, electronic cornponents, insecticides, synthetic fibers, and 

pharmaceutical products, amongst others. We are globa! leaders in the LAB business line and second in the 

Phenol-Acetone line. 

Since technology is a key competitive factor in the chemical industry and one of the most important 

differentiating elernents, the Chemicals unit of the Cepsa Group works wiU1 the Research Center oF the 

Company in the development of new manufacturing and optimization processes, in collaboration with official 

bodies, such as the Spanish National Research Council (Consejo Superior de Investigaciones Científicas in 

Spanish - "CSIC'), as well as with several universities. 
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�J::CEPSR 

c. Cepsa in figures

Results (million of euros) 
Revenue (excise tax oil and gas excluding) 
Ad;usted Operating Profít (Losses) 
IFRS Net attributable profit (") 
Ad.usted Net attributable rofit 

Financia! data million of euros 
Share capital 
Equity attributable to the Parent Company 
Net financial debt 
Investments during the year 
Investments in social actions 
Dividends distributed by Cepsa ___ _ 

Markets and business data (million of euros) 
Brent crude oil pnce ($/barrel) 
Crude oil output (workirig interest) (thousand barrels/day) 
Craking refining margin ($/barrel) 
Hydroskimmirig refining margin ($/barrel) 
Electricity pool price (€/MWh) 
Electricity output (GWh) 
Natural gas sales (GWh) 
Natural gas price (Henry Hub Spot €{MWh) 
Excha nge ra te ( €/ $) 
Three-month Euribor (%) 

Non-financia! re 

Female workers (%) 
Employees with permanent contract (%) 
/-lours of training 
Number of occupational accidents resulting in Leave (1) 
Local contracting (2) (%) 
GHG emissions (3) (Scope 1 y 2) (thousands of tC02Eeq) 
Total eriergy consumed (3) (thousand of GJ) 
Water collected volume (3) (thousand of 1113) 
Volume of waste water (3) (thousand of m3) 
Raw materials consumption (3) (thousands of tonnes) 
Total waste manaqed (3) (tonnes) 

Cepsa Group 

2018 

22,079 
l 087

830 
754 

2018 

268 
5,436 
3,089 
Z 255 

5.2 
351 

2018 

71 
B3 
6 

57.3 
2,242 

30,003 
11.8 

1.1B1 
(0.322) 

2018 

10,153 
35.8% 
88.8% 

273,51S 
16 
45 

7,263 
92,129 
71,005 
62,493 

124,602 
90,578 

2017 

18,212 
1,202 

743 
884 

2017 

268 
4,916 
1,722 

888 
4.5 
332 

2017 

54 
92 
7 
2 

52.2 
2,809 

27,972 
9.2 

1.130 
(0.329) 

2017 

9,837 
35.7% 
91.0% 

208,S62 
25 
50 

7,241 
93,760 
53,590 
44,905 
34,601 
64,830 

Restated 
2016 

15,455 
835 
602 
553 

2016 

268 
4,572 
2,109 

579 
4.5 

332 

2016 

44 
97 

6 

39.6 
2,140 

28,409 
7.6 

1.107 
(0.291) 

2016 

9,823 
35.4% 
92.0% 

237,728 
34 
55 

7,105 
B8,760 
34,223 
19,398 
27,771 
51,461 
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d. Corporate governance

Cepsa bel1eves effective and robust corporate governance plays a critica! role in ensuring its success in the 

markets where it operates and the achievement of its strategic objectives, and serves as a springboard for 

long-terrn sustainable growth and value creation, The Cornpany's governance framework adheres to the 

recommendat1ons set out in the new Cede of Governance of Listed Companies in Spain, insofar as applicable; 

the legal and regulatory requirements for corporations; and best international governance standards and 

practices. 

Cepsa's governance structure consists of its Sale Shareholder, the Board of Directors and two standing Board 

Committees: the Audit, Compliance and Ethics Board Committee and the Nomination and Compensation 

Board Committee, both of which are advisory and non-executive bodies, with powers to review, inform and 

recommend within their scope of authority and responsibilities. 

With the exception of matters reserved exclusively to the Sale Shareholder, the Board of Directors is the 

highest administrative and representative body of the Company and is responsible for overseeing and 

monitoring business and management performance; approving the plans, policies, targets and strategies of 

the Company, including the corporate risk management and control policy and tax strategy, and ensuring 

their execution and implementation. 

The members of Cepsa's Board of Directors, appointed for four-year terms
1 

collectively bring their high 

professional calibe1-, diverse and distinguished backgrounds, and extensive business expertise in industry, 

finance and energy. 

At December 31, 2018 and until the date of issuance of this report, the composition of the Board of Directors 

was as follow: 

Mr, Pedro Miró Roig 
Manag,ng Director and 1/íte-

chairman 

Mr. Ahmed Sueed 
Mohamed Alcalily Alameri 

Director 

Mr. Musabbeh Helal Musabbeh Ali 
Alkaabi 

Ms. AJyazia Ali Saleh 
Ahmed Alkuwaiti 

Director 

Mr, Bakheet Saeed Bakheet 
Sa!em Alkatheeri 

D1recto1 

Chairman 

Mr. Ángel Corcostegui Guraya 
D1rectrn 

Mr. Ignacio Pinilla Rodríguez 
Comoany Secreta1 y 

The two Board Committees have the Following duties and responsibilities 

Mr. Saeed Mohametl 
Haonad Fares Almazrouei 

Director 

Mr. José Tellez Menchén 
Campan-y Vice Secretary 

Audit, Compliance and Ethics Board Committee: provides oversight for matters re!ated to: interna! audit, 

interna! control, compliance and risk management; the preparation of financia! information and financia! 

reporting and disclosure processes; and the relationship with the externa! auditor. It also reviews and makes 

recornmendations on key stakeholder policies for Board approva!. 

Nornination a11d Compensation Board Committee: reviews, reports and makes recommendations on the 

general compensation and incentive policies for Board members and Company Executives; and formulates 

reports and proposais to the Board on the decisions to be adopted in cases of conf!icts of interest. 
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e. Group companies and business lines

The main entities comprising the Cepsa Group are shown below 

-1

,)1 é lC: C' � 

i;1I 1 ,, •◄ l 
1 • < ' 11 l [ 1,,, • 

1-� ,., l ,,, 1D, .- :. Ce, . 1\[ 

¡--[,__ __ ,_1_-, __ ,_"-"_r:_L �] 

----( ,:e ,s,¡ :� ec,,u, Sl•,;r,cli,�, C:0 , í[' ] 

a----�,. _____ ,h_:_,_·_11t_"_•,_•_'_'_� ____ _;----- --( 1 
f;:= ===. , ====_ ,==., ====::l 

d-- :l ) r.__ -� S ,\ 

Cepsa Group 

t- :,r Í ·•, ) 1\ 

" •• .� �· ••t•. ,,, ..... 

r• �; ( ,
v t \, \1 lj 11 ,e, '--

� 1 r, , ·. ... .:o 

-[::= ===·�========'. 

s '¡ 

"'1 ......... rt' kf ) ' '-.. 

'" 

,i<.. �' 1 í_ \1 _l, 

' " 

, K 

I 
._( _s ,1._H ,  __ ,, e_ .. ,"_" ·•_T"-� 

'------1,. ____ ·_'_· ______ _, 

1 .1o11 t, 

r !' 1, \ � - '\ 

,. 

1 •�t, " 

8 



�/;CEPSR 

And a world map s:10wing where we operate: 
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Below are the most significant Group companies grouped by business segments: 
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f. Strategic bases

The Group strategy is based on considering, first, our long-term plan with a 2019-2023 timeline and, 

second, a strateg1c outlook up to 2030 (hereinafter, Cepsa 2030). 

In the 2019-2023 timeline, we firmly maintain our main objectives and strategic commitments 

• maximizing shareholder returns

• maintaining financia! soundness

• achieving sustained long-term growth

Given that externa! factors condition present and future developments in our activity, we have prioritized 

objectives which we will achieve by implementing strategic actions in each of the business units. 

Externa! factors: 

• Crude oil price volatility

• Slow recovery and stabilization of demand for petroleum products

• Refining overcapacity in Europe

• Stricter requirements / changes in regulations

• Geopolitical situation

• Technological developments

Priority objectives: 

1. Replacement of reserves and strengthening of our position in key regions

2. Continuous improvement in efficiency of processes and optimization of our operations

3. Adapting portfolio to include products of higher added value

4. Technological innovation

S. Management regulatory impact

6. Expansion of business to new markets, both domestic and international

Strategic actions: 

• Optimization of costs

• Investments adapted to the price environment

• Possible mergers and acquisitions

• Redesigning our product portfolio to manufacture products with greater added value and more

demand

• Exploring international opportunities

• Progressive entry to renewable energy market

As for Cepsa 2030, it is rooted in the Group's Mission of providing the energy that every reality needs, 

our Vision of being a global energy company of choice, and our Values. Cepsa's 2030 strategy is based 

on three basic pillars: 

1. An exhaustive analysis of the energy outlook until 2030 based on projected demand set out in 

our Cepsa Energy Outlook 2030 report.
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2. Our strengths and ability to continue developing new capacities required by our industry in the

future.

3. The vision of our shareholde,.

Our strategic goals and differential approach are as follows: 

• Robustness: being a top integrated and balanced energy player, focused on achieving our

targets.

• Growth: relying on our privileged access to high-growth markets in MENA and LATAM, we are

uniquely positioned to capture value from new energy trends.

Leadership: we strive to be a top quartile performer in terms of operational excellence in each

of our businesses.

• Maximize value: through delivering salid economic and financia! results and sustainable value

creation,

Agility: we are owned by a sale shareholder, providing agility in executing our strategies and

flexibility in adapting to changes in the operating and business environment.

Cepsa 2030 will enable us to create a bigger and stronger Cepsa, with sizeable strategic operations in 

areas that offer high-growth potential, and to be well-positioned to face a rapidly changing and dynamic 

energy sector. 

g. Responsible business

Mission 

We are present across the value chain for the oil and gas industry, involving more than 10,100 

professionals and presence in four continents. 

Our process for continuous improvement leads us to search for new objectives and challenges 

constantly, maintaining a firm commitment to the maximum satisfaction of the customer, adapting the 

energy solutions to their needs. 

Vision 

We are an integrated energy company, technically excellent, modern, innovative, and with adaptive 

capacity. The Cepsa Group is considered as a reference group in the domestic market and our objective 

is to attain an important position in the global energy markets. This vision is realized applying the 

fundamental values associated with our brand: 

• Security: Security and well-being far people is one of our priorities for both employees and

clients, preventing and minimizing risks at our installations and in the environment in which we

operate. We aim for excellence as well as spreading the value of security beyond the working

environment.

• Sustainability: The Company is committed to maximum respect far protection of the

environment and communities in the areas where we are present.
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• Continuous improvement: Cepsa is comm1tted to developing and promoting talent and

knowledge, innovating processes, and taking on new challenges, thus reflecting its drive far

excellence and an open-minded attitude towards change.

• Leadership: The Group strives to defend its interests audaciously and ambitiously, but also in

an honest and wholesome manner, showing commitment to excellence and continuous

collective learning.

• Solidarity: Since we are a team with global interests, we maintain a positive attitude while

working and thereby manage to create value through the collaboration of our professionals

amongst themselves and with our clients and suppliers.

Code of ethics 

The Cepsa Group has always maintained a strong commitment to ethical behavior and integrity in all its 

actions. We follow a Code of Conduct and Ethics, supervised by the Board committee far Audit, 

Compliance, and Ethics, which is responsible for impelling, monitoring, and controlling compliance with 

the Group's values, principies, and norms of behavior, as well as analyzing and responding to ethical 

dilemmas that have arisen and been investigated. Said Code covers a wide regulatory framework and 

is integrated within the norms and policies for good corporate governance of our organization. Further, 

it is obligatory for all persons comprising the Group to follow said Code. 

The Cepsa Group has an Ethical Channel and a procedure for investigation, both accessible to the public 

via the corporate website www.cepsa.com, for purposes of communicating incidences and reporting 

irregularities with respect to our Code of Conduct and Ethics. 

2. Business outlook

a. Macroeconomic environment

The results of the Cepsa Group's businesses for the period were achieved within an environment in 

which the key variables affecting it have developed as shown below: 

• Global environment

• Price of Brent crude oil

• Supply and demand for petroleum products

• Regulations

• Refining margins

• $/€ exchange rate

Global environment 

Tl1e International Monetary Fund in its "World Economic Outlook" report of December 2018, projects a 

3.5 growth of the world economy for the year 2019 and 3.6% for 2020. The international organizations 

agree that Global growth is entering a period of deceleration and the latest estimates have been revising 

these projections downward awning both to the increase in trade tensions and by a certain tightening 

in global financia! conditions. 
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In the euro a rea, the more moderate growth phase that has been observed since the beginning of the 

year continued into the second half of the year due to a loss of mornentum in exports to the rest of the 

world and the effect of various political uncertainties (like the budgetary tensions in Italy or the way in 

which the exit of the United Kingdom frorn the European Union will finally take place). 

As for the Spanish economy, it has continued to show a strong momentum in 2018, supported by a 

favorable global outlook and tt,e persistence of favorable financing conditions, with a growth forecast 

of 2.2% of GDP for 2019 and 1.9% in 2020 according to the Bank of Spain. These projections are 

somewhat lower than those reported in previous quarters due to a slowdown in both consumption and 

exports. 

Sectorial environment 

Price of crude {Brent} 

The price of crude oil has a crucial impact on oil and gas companies, especially affecting exploration 

and production activities. 

The price of Brent crude oil, Europe's benchmark, has averaged 71.0 $/bbl for 2018, compared to 54.3 

$/bbl in 2017. During the first nine months of 2018, the price rose sharply to 86 $/bbl as a result of 

supply cuts (mainly OPEC countries and Russia) and looming US sanctions on Iran oil exports, coupled 

with the increase in world oil demand. However, in the last quarter of the year, the increase in the 

United States production, the exemptions to 8 countries by US to continue buying Iran oii, along with 

the fear of a slowdown in the global economy may reduce the demand for crude, drove to a significant 

reduction in the price, which reached a mínimum of 50 $/bbl in the month of December. 

Below is the evolution of the Brent prices during the last two years: 

Cepsa Group 
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Demand 

The global economic growth of 2018, which was a continuation of 2017, resulted in higher global 

dernand for crude oil during the year. This growth was especially notable during the first sernester, 

partially slowing down during the second half-year. On one hand, the lower international oil prices and 

a weaker dollar has enable to sustain this increase in demand, especially in Asia. On the other, the 

confidence is waning in many developed economies and this may entail a slowdown is anticipated in 

OECD countries, with the exception of the USA. 

Quantitatively, global demand for petroleum during 2018 amounted to an average of 99.2 mi Ilion barreis 

per day (hereinafter "MMBD"), compared to 97.9 MMBD in 2017. 

Supply 

On the supply side there was also an increase of 1.5 million barreis per day, resulting in an average of 

99.9 MMBD as compared to 97.4 MMBD for 2017. Production in the USA has shown strong growth which 

largely offset the productions cuts from Venezuela or Iran. 

Regulations 

Regulatory issues are becoming an even more influential factor in the oil and gas industry than up until 

now, mainly in developed countries where environmental demands and technical specifications with 

respect to products are increasingly restrictive. The well-trailed changes to the International Maritime 

Organisation's marine fuel regulations due in 2020 are a big challenge for sorne refineries which will 

have to adapt their production mix. 

Refining margins 

Refining margins during the year reached more moderate values than those exceptionally high in 2017. 

The main decreases by product have occurred in the light and heavy distillates while the middle 

distillates had higher margins compared to the previous year. 

Exchange rate 

The early months of 2018 initially registered an appreciation of the euro against the dallar, reaching an 

exchange of $1.25 per € in the month of March. From April on, the protectionist measures implemented 

by the United States government to curb the deficit, together with the political instability in the eurozone 

(tensions in Italy and Brexit), have reversed the trend, leading to an exchange rate of $1.145 per € at 

the end of the year. 
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Performance of $/€ exchange rate 
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b. Significant events for the period

• In January 2018, the purchase agreement between Cepsa and Total, partners together with

Sonatrach (the Algerian State hydrocarbons company) in the gas sales subsidiary Cepsa Gas

Comercializadora (CGC), under which Cepsa acquired the 35% that Total owned in that

subsidiary, took place after receiving approval from the competent authorities. After this

transaction, Cepsa has increased its stake to 70%, becorning therefore the controlling

shareholder, while Sonatrach holds the remainir.g 30% of the share capital.

• In January 2018, Cepsa, Sonatrach and Alnaft, the National Agency of Algeria for the

Valorization of Resources in Hydrocarbons. signed a new concession contract for the

exploitation of the Rhoude el Krouf (RKF) deposit, located in the Berkine basin. This new

contract, which t1as a 25 year term
,, 

will aliow a complete redevelopment of a mature field,

after 19 years in operation, with the objective of significantly increasing the production of crude

oil and producing liquefied petroleum gas (LPG) for the first time, thanks to the use of cutting

edge hydrocarbon i"ecovery techniques.

In January 2018 we launched Cepsa Hogar, which provides retail customers an integrated 

energy offer (which includes electricity, gas and maintenance services, along with fuel 

discounts in our network of service stations). With Cepsa Hogar, the objective is to become an 

integral energy supplier. 

• In February 2018, our third chemicai plant in Nigeria started to operate. In 2017, Cepsa Group

acquired 30% of CSChem, a leading LABSA production company in Nigeria, which already had

two production plants and the third under construction. 1Nith the start-up of this new plant,

CSChem has a total prnduction capacity of 90,000 tons of LABSA.

• In February 2018, Timimoun, our first gas field in which Cepsa owns an 11 % interest, located

in the south-west of Algeria, started production. Timimoun connects with the GRS gas pipeline,

which links the gas fields of southwest Algeria with Hassi R'mel, the largest gas field in Algeria

and also one of the largest in the world. The field will reach a maximum daily production of 5

million cubic-meter of natural gas, the equivalent of 28,000 barreis of crude oil per day.
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• In February 2018, we signed an offshore concession contract with AD�JOC, upon which Cepsa

has acquired a 20% interest in the SARB and Umm Lulu concessions in Abu Dhabi. The

contract lasts 40 years, triples the Group's crude reserves and will increase production by more

than 50 percent. Total investment for the acquisition of the 20% interest arnounted to 1,500

million US dollars. In December 2018 the commercia!ization of crude oil extracted from these

fields began.

• In March 2018, the revamping of the chemical plant of Puente Mayorga was approved, a

transaction that will improve the plant's market positioning by implementing the best

technology available, and which will increase its current production capacity by 50,000 tons.

The project will also consolidate our position as wor!d leaders in the manufacture of LAS,

especially in west, north and South African markets, wh1ch presenta high growth potentia! for

the demand for this product. This investment will also reinforce our integrated model by

securing 100% of LAB's suppiy to the three CSChem plants in Nigeria, manufacturers of

LABSA. In addition, thanks to the implementation of the new technologv, DETAL PLUSTM, the

inherent risks of the current technology (HF - hydrofluoric acid) wil! be eliminated, overall

plant efficiency will improve, raising its qualitative parameters, making its environmental

behavior more sustainable and reducing its operating costs. This revamping is expected to

enter into production dunng 2020.

• In March 2018, Cepsa was awarded with three exploration blocks in Mexico, in the Tampico

Misantla basin, one of the largest hydrocarbon producing a reas in Mexico, where it is explored

in shallow waters and with nearby deposits. The participation of Cepsa is 20% in each block,

with the remaining percentage being PEMEX Exploration and Production in one of the blocks,

and PEMEX Exploration and Production and DEUTSCHE ERDOEL Mexico in the other two.

• In April 2018, the acquisition of the Petronas stake in the Algerian Bir el Msana (BMS) field was

completed, increasing our interest from 45% to 75%. The remaining 25% stake beiongs to

SONATRACH (state-owned hydrocarbons company). BMS is an oilfield located in the northeast

of the Algerian desert, in the Berkine basin, where we lead the operation, alongside with

SONATRACH, since 2013. lt was launched in July 2015, and has seven wells in total: three

production wells, three of water injection and one of gas injection. Currently, the fie!d produces

around 12,500 barreis per day of oil.

• In May 2018, the Board approved the 'Bottom of the Barre!' project in the Refining segment

with an estimated budget of 930 million euros. This strategic project will entail a change in a

combination of severa! key levers such as the change in crude quality supply and the production

of higher added-value products ancl intermediates. It will improve Cepsa's competitiveness and

its refining margin, consolidating its refineries among the most efficient in Europe, through

greater integration in the refining system, Therefore, this project is expected to have an

important impact on the Refining segment long term results, contributing to boost Cepsa's

Group results.

• In July 2018 Cepsa tearns up with IONITY to instal! a network of high performance charging

points in Spain and Portugal. IOf\lITY will install up to 100 charging points at Cepsa Service

Stations located on motorways and highways until 2020. Objective is to make long distance

electric vehicle Journeys possible, The elect,icity supp!ied at these facilities will be 100%

renewable. The Arst charging points will be operational in early 2019.
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• The 17 September 2018 Cepsa announced its 1ntention of an Initial Public Offering and starting

therefore to be listed in the stock exchange market. However, on 15 October 2018 Cepsa

Holding LLC decided to pull out the offer for the sale ot shares ot Cepsa, and 1n consequence,

delay the process of admiss1on to trad1ng on the Spanish Stocks Exchanges ciling the

unfavorable market conditions. This decision was communicated to the National Securities

Market Commission (Cf\JMV) as a relevant fact.

In October 2018 Cepsa's Gibraltar San Roque refinery started up its new plant called Sorbex-2

for tl1e production of metaxylene, a raw material in the manufacture of polymers and plastics.

Around €70 rnillion has been invested for the implernentation of the latest industrial advances

made in this production process.

In December 2018 the Abu Dhabi National Oil Company (ADNOC), and its project partner

Cepsa, have announced the awarding of the front End Engineering Design (FEED) contract, as

both companies move forward with plans to develop a world-scale Linear Alkyl Benzene (LAB)

plant in the Ruwais Derivatives Park. When it comes on stream, the plant will produce 225,000

metric tons per annum of Normal Paraffins (NP) and 150,000 of LAB.

c. Analysis of consolidated results

The consolidated financia! statements far the year ended December 31, 2018 were prepared applying 

the criteria established in the International Financia! Information Reporting Standards adopted by the 

European Union (IFRS); which are mandatory for preparation of the financia! statements of certain 

groups of companies as stipulated by prevailing legislation in Spain. 

More precise information on the Company's profitability and operational efficiency is provided via the 

presentation of adjusted results in addition to IFRS, by excluding certain non-recurring transactions 

which may have been recorded in a specific year and which could distort said results when comparing 

them wíth previous years. 

The figures reflecting the most relevant items in the results are as follows: 

Ke Indicators 

Resutts 

Revenue1 'l 

E BIT DA (IFRS) 

E BIT DA ( Ad¡ usted to Clea n ces) 
N!AT (lFJ�S J attnbutdtlh? to parent cornpany 

NIAT (Adjusted to Clean CCS) attnbutable to parent company 

Financia! and patrimonial position 

Ca ital Em lo ed (IFRS) 

Eguity artributable to snareholders of the parent 

Net Debt 

Ftee cash Row 

ROACE (Adjusted to CCS) 

,-) lnc/udes exc1se (ax cr-: rnl ard gas vharged 'Jn sales 

Cepsa Group 

2018 

24,712 

1,880 

1,746 

830 

754 

2018 

8,632 

5,136 

3,089 
2018 

(850) 

12.5% 

Millions of euros 

2017 % variation 

20,817 18.7% 

J ,978 -5.0% 

1,874 -6.8% 

743 11.7% 

884 -U.7% 

2017 % variation 

6,748 27.9% 

4,916 10.6% 

1,722 79.4% 
2017 % variation 

483 �J/A 

14.5% -13.7% 
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Key indicators for results 

i} Revenue

Millions of euros 

Revenue 2018 2017 % variation 

Exploration & Production 

from externa! customers 922 589 56.5% 

Intersegments 48 270 

Refining 

from externa! customers 5,517 4,051 36.2% 

Intersegments 8,250 6,185 

Marketing 

from externa! customers 12,988 11,067 17.4% 

Intersegments 48 21 

Petrochemicals 

from externa! customers 2,647 2,458 7.7% 

lntersegments 1,108 1,027 

Corporation 

from externa! customers 5 46 -88.8% 

Inte rse me nts 64 55 

Total 31,597 25.770 22.6% 

Total interse!l_ments 1 (9,5182 {_7,5582 

Revenue 2 22,079 18.212 21.2% 

Excise tax on oíl and fl.ilS charfl_ed on sales 2,633 2,605 1.1% 

Revenue 24,7.12 20.817 18.7% 
1 Sales eliminated at consolidated scope 
2 

Excise tax on Gil and Gas deducted 

Revenue for the Group increased by 31867 million euros ( +21.2%) over the same period in the prior 

year
1 

mainly due to the increase in the price of crude oil and products1 recovery in domestic demand
1 

which he!ped increase sales. This increase has been partially offset by the depreciation of the dallar 

against the euro
1 

as a significant portian of sales generate revenue in US dollars, and by the tighter 

refining margins. 

In the Exploration and Production segment, the increase in sales is a consequence of the higher 

average realized price (67.2 $/b for 2018 compared to 52.6 $/b for 2017) as well as of a slightly larger 

number of barreis sold ( +5%) compared to the previous year (14.2 Mb in 2018 versus 13.5 Mb in 2017) 

In the Refining segment, revenue also experienced an increase with respect to 2017, driven mainly by 

the rise in the crude oil prices which resulted in higher prices for energy and petrochemicals derivatives. 

This increase has been partially offset by lower refining margins and by the depreciation of the doliar 

against the euro. Refineries' utilization rate stood at roughly the same level as the previous year (91 %) 

and their production rose slightly by 2%. 

The leve! of Trading activity was slightly higher than in the prior year, though in an environment of 

higher prices, a significant level of exports to Morocco was worth noting. 
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Electricity sales figures increased due to the higher pool electricity prices (57.3 €/Mwh in 2018 as 

compared to 52.2 €/Mwh in 2017) despite of a slightly lower than previous year production volume at 

our cogeneration and combined cycle plant. The Natural gas activity saw slightly increased sales with 

respect to the prior year ( + 7%) although rnargins rernained depressed, due to an excess of supply in 

the market. 

In the Marketing segment the revenue increase was mainly as a result of the higher sales in Aviation, 

Bunker, and Asphalts units and due to the rise in international listed prices of oil products, aligned to 

the evolution of the price of crude oil. 

The activity in Aviation Unit was up byl0.5% as a consequence of increased sales volurne to Airlines 

and destined to other Operators. The Bunker unit showed higher in sold volurne ( +9.4%), rnainly due 

to the higher activity in the Spanish ports, particularly during the second half of the year. Revenue in 

both businesses, which is primarily nominated in dollars, was affected by the depreciation of the dallar 

throughout the year. 

In the Petrochemicals segment the increase sales is rnainly due to higher sales in the Phenol-Acetone 

business line, and to an overall increase in prices far petrochernical products which followed the price 

trends of their raw materials. 

1018 

ii) EBITDA IFRS and Adjusted EBITDA

Exploration & Production 

Refirnng 

Marketing 

Petrochem1cal 

(OffilTaUIIII 

Total 

2017 

ExoloraTion & ProductJori 

Refirnng 

Marke�ng 

Pelrochemical 

Cmpm:auoo 

Total 

EBITDA 

(Adjuslcd) a;s adju.tment 
ó35 

576 125 

344 

243 

,52) 

1,746 136 

EBITDA 

(AdjustedJ ces ■djustm,ml 
497 

874 96 

314 (11) 

239 20 

(53) 
1,87,f 105 

Millions of euros 

�n-Recurring BIITDA BIITDA (IRIS) 

D.i,ms (IRIS) %onTclill 

635 33.8% 

701 37.3% 

349 18.6°,h 

249 13.3% 

p¡ i�4) -u�,

(2) 1,880 100% 

Millions or euros 

�n-Recurring EBilDA EBilDA (IRIS) 

ltum!I (Jfll.5] %onTotal 
(!) 496 25 l �1o 

,70 49,0°/c 

303 15.3% 

159 13 l"h 

SOi L5, 

(1) 1,978 100% 

The rnain difference betweer EB!TDA IFRS and adjusted EBITDA relates to the gap between the 

valuation of 1nventories owned by the Cornpan'/ at the1r P.eplacernent Cost (RC), a uiteria ernployed to 

obtain managerne11t informai:1on by segments far the Goveming Bodies of the Cornpany, and the 

/�'íerage Unit Cost (AUC) 1 a method utiiized for the preparation of annuai financ1ai statements 1wider 

international regulations (see l'Jote 6 "Informat1on by segments" to the Consolidated Annua! Financial 

Statements). In 2013 this diFference accounted for 136 million euros cornpared to 105 rnillion euros fo,-

2017 

f\io other non-recurnng 1tern matenally aFFected adjusted EBFDP dunng 2018 nor 2017 
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Millions of euros 

EBITDA (Adjusted to Clean CCS) 2018 2017 % variation 

Exploration & Production 635 497 27.8% 

Refin1ng 576 874 -34.1%

Marketing 344 314 9.6% 

Petrochemical 243 239 1.7% 

Cor12oration ¡si¡ ¡so¡ �.0%

Total 1. 746 1.874 -6.8% 

Consolidated adjusted EBITD.:\ decreased by 6.8% to 1,746 million euros (1,874 rnillion euros in 2017). 

The price increase experienced in Exploration and Production has been mainly compensated by the 

narrower refining margins in 2018. 

Net finance expense 

Net fioance expense amounted to --120 million eurns
1 

compared to -31.6 million euros for che prev:ous 

year. 

This rise in financia! expense was d1·i11en by an increase in net debt of 1,367 mi Ilion euros sin ce December 

2017. ma1nly clue to obtaining the concession of the S/l.RB and Umm Lulu oil tíelds 1n Abu Dhabi, higher 

interest rates ancl the positive exc.hange difference reported in the previous year. 

Companies accounted for using the equity method 

The result.s corresponding to equity rnethod companies amounted to 23.5 million euros for 2018 

compared to 47.8 miílíon euros for the previou.s prior year
1 

mainly due to the negative results of 

Sinat ivlas, in the Petrochemical a rea, in this 2018. 

iii) IFRS Net Profit and Adjusted Net Profit

Adjusted J\let prof\t ar:iountecl to 754 mil/ion euros, representing a decrease of 14.8% with respect to 

2017 (884 million euros). 

This decrease was due to the refi11i11g segment, adversely aífected by lower rnar:;iins and the 

depreciation of tr,e do/lar ,n 2018. 

Millions of euros 

NIA T (Adjusted to Clean CCS) attributable to parent 
co1T4>any 2018 2017 % variation 

Explorat1on & Production 232 145 60.0% 

Refirnng 258 481 -46.4%

Marketing 190 182 4.4% 

Petrochemical 111 111 0.0%

Cor oranon r37 34 7.9% 

Total 754 884 -1.4.7% 
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Millions of euros 
NIA T (Adjusted to Clean 

CCS) attrlbutable to Non-Recurring MAT (JFRS) attrlbutable 
2018 l!!!rentco�n� ces adjustrnmt D:ems to 11!!rent COll1Jiln� 
Explorat1on & Produc□on 232 (14) 218 
Refirnng 258 94 352 
Markebng 190 193 
Petrochemira! 111 (7) 106 
Corporabm (JI) a¡ (39) 

Total 754 99 (23) 830 

Millions of euros 
NIA T (Adjusted to Clean 

CCS) attrlbutable to Non-Recurrilg NfA T (JFRS) attributable 
2017 �entCO!!Eílni ces a!!justment nems to �rent CO111Ji1!!)' 
Exploration & Producbon 145 (216) (71) 
Refining 481 71 (3) 549 
Markebng 182 (9) 173 
Petrochemical 111 17 (1) 127 
Cor ra□on (34 34 

TO(J/ 884 79 (2201 743 

Key indicators on the Group's financia! position and equity 

Capital Ernployed by the Group amounted to 8,632 million euros at 2018 yea1· end, compared to 

6,748 million euros at 2017 year end, represent1ng a 27.9% 1ncrease. The breakdown bv business 

segments is as follows: 

NIAT(JFRS) 
0/oonTotal 

26.2% 
42.4% 
23.2% 
12.8% 

4.5'*· 

100% 

NIAT (lfflS) 
0/oonTotal 

-9,6% 
73.8% 
23.3% 
171% 
-4.6% 

100% 

MiUions et euros 

ca�al �yed IIRS b� business segments &ilbramn & Producfon Remilg Marlcemg Petrochellicals Cor�ratk>n Total 

Ca¡,tal Em�yed at 12i31/2018 3,051 3,605 925 1,103 (521 8,632 

Ca�tal Em�oyed at 12/31/2017 i,579 3¡216 904 i,125 í77) 6,748 

Vanation 1.472 389 21 (23) 25 1,884 

Capital and reserves attributed to the patent company at December 31, 2018 amounted to 5 1 436 miilion 

euros, thus f1nancing 63% of capital employed at �hat date 

Net debt ofthe group totaled 31089 million eu1-os at December 31, 2018, 79,4% more than the 1,722 

million euros at 2017 ye::ir end. The financia! le11erage ratio result rn 1.77 at 2018 yea:- end, compared 

to 0.92 at 2017 year enL7. (see sect1on 3.b, Debt :=;tructure for the caiculation Df the financia! leverage 

ratio) 
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Key indicators. Cash flows 

Ti:e e11olut:on of the cash fio"vs oF the penod, w:-11ch ai/ows to vIsuaiize the caparny of our businesses 

to ge11erate free cash was as follovvs: 

EBITDA IFRS 

Changes in operating working capital 
Interest received 
Dividends received 
Other operating cash f/ows 

Change in operating working capital 

Payrnents for investing activities 
Charges for divestrnents 

Total cash f/ows used in investing activities 

Free cash flow 

2018 

1,879,647 

(504,132) 
19,317 
70,428 

(301,294) 
1,163,966 

(2,114,782) 
100,813 

{2,013,969} 

{850,003} 

Thousand of Euros 

2017 

1,978,246 

(650,859) 
38,490 
49,843 

(324,123) 
1,091,597 

(714,944) 
106,535 

{608,410} 

483,187 

The Grnup's EBITDf\ decreased by 5% comoared to the pre\/ious per!od, reaching 1,879.6 million euros. 

This decrease was mainly dueto lower margins of refiníng actí11ity, to depreciation of the doliar agai11st 

the euro, and partial!y offset by the increase in the price of crude oil that has had a positive impact on 

the Exploration and Production business. 

Operdting cash flow reached i,164 million euros, more than in ti1e previous year
1 

mainiy due to lower 

consumption of wmking capital at year end, faciiitated bv tt1e fall tn crude oi! and prnducts pnces in the 

month of Decernber. 

1n terms of investment cash flows, noce the significant leve! of in\/estments effort carned out du¡·ing 

the year, highlighting the acc¡uisítion of 20% of the offshore fields in Abu Dr1abi (SA.RB ami Umm Luiu) 

ror a perioc! of 40 ¡ears, thanks to the avvard of a concession signed wii:h ADi\KJC (Abu Chab1 National 

Cli! Company) 

As 3 result of th1s ievel of investrnents, anc1 despite the increase in operating cash flow, free cash flow 

wa5 negative at 850 miliion euros as of Decembeí 2018, cornpared to the posíti 11e 483 mil!ion euros at 

Decernber 2017 

Key indicators. ROACE 

The prnfitabi!ity of 'che a>1erage empio\1ed cap1'éal of the Grnuo :s reflected in the Foilowing AdJusted 

ROACE: 

ROACECEPSA 

Group Adjusted 

ces 

Cepsa Group 

Adjusted ces Net Ope,ating Profit 
(average last 12 rnonths) 
Average AdJusted Capital Ernpbyed 
(wíthout non-yeld rivestm ents) 

12.31.2018 

845,056 
----- :e 12.5% 

6,769,931 

Thousand of Euros 

12.31.2017 

949,732 

14.5% 
6,568,979 
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This ratio b\1 business is shown in the foilowing table 

'!_CV\�dLusted_ �). 
ROACE ces at Ll/31/2018 
lla«CE CC<; 31. ll(Jl/!Ol/ 
('"} ROACE of Corporatron segment 1s non assessable ratio 

-�llan l!;_Produ<U>n 
16.9% 
8.9% 

8.9% 
37.4% 

d. Analysis of operational performance by business

Exploration and Production 

M,ulo,tlo 
20.6ª/(l 
22.6% 

11 9'l/o 

12.2% 
12 S% 
14.5% 

The adJusted result after taxes in Exploration and Production business far 2018 was 59.8% higher than 

in the previous year
1 

amounting to reaching 231.9 million euros, compared to 145"1 million euros for 

2017. 

This rise in results has been underpinned by the greater sale price (67.2 US $/barrel 111 2018 cornpared 

to 52.6 US $/barrel in 2017) for the crudes that Cepsa Group produces and commerc1alizes, :as a 

consequence of the increase in the price of Brent crude oil. 

The efflciency and cost-saving programs rol!ed out in recent years ha'ie positively contributec1 to the 

solid business results as well. 

Likewise, investment and amortization in exploratory assets was lower in 2018 when compared to 2017, 

when there were significant levels of amortizations 1n Suriname, Malays1a 317d Colombia. 

Work1ng Interest production amounted to 83.4 thousa11d barreis per dav, a decrease of the 9.5% with 

respect to the prior year, mainly due to the natural and foreseen decline in certain fields. 

Sales reached 14.2 m1ll1on barreis, in companson to 13.5 in the prior· year 

Throughout the yea¡-, the Group strengthened its growth in the Exploration and Production area, with a 

total investment of 1,659 rT1illion euros, which has contributed towards reinforcing ;ts integra1ed business 

mode!. It is notable trie investrne11t corresponding to the offshore concession contract vvrth ADNOC, 

through which we have acquired 20% of the new concession of the SARB and Umm Lulu fields in .!.\bu 

Dhabi. The co11tract lasts 40 years a!ld our production i11Creases by 50°10 when the fields are fulh¡ rarnped 

up. 

Summarizing, the key business indicators have progressed as follows· 

Key indicators 2018 2017 2016 

Investments for the period (millions of euros) 1,659 170 172 

Working interest production (thousands b/d) 83 92 97 

Net entitlement production (thousands b/d) 58 65 72 
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Refining 

Adjusted Net Income in the Refining business for 2018 arnounted to 258.5 million euros, compared to 

480.5 million euros for 2017, down 46.2%, dueto the reduction of refining margin and the US dallar 

depreciation. 

Distillation of crude oil has remained at similar levels as those far the same period of the previous year, 

with an installed capacity utilization rate of 91%. An amount of 160.9 million barreis of crude oil have 

been distilled and 21.8 million tons of petroleum products have been produced. The basket of distilled 

crude oils had a differential cost with respect to Brent crude oil of -1.11 US $/barrel and an associated 

average freight cost of O. 92 $/barrel. 

Margins of the refining activity narrowed significantly throughout 2018, due to the fact that the increase 

of crude oil price was not passed on to product international quotations to the same degrees. Cepsa's 

refining margin indicator for 2018 stood at 6.1 US$/barrel compared to 7.5 US$/barrel for 2017. 

During the year, an ongoing major investment effort was made in the group's refineries, both aimed at 

improving the conversion and efficiency of the different production units, as well as improving safety 

and minimizing environmental impacts. Total investment for 2018 amounted to 392 million euros, 29.8% 

higher than in 2017, being remarkable those corresponding to the project Bottom of Barrel at the 

Gibraltar-San Roque refinery, which will enable to convert heavy inputs into higher value products, and 

to the optimization project of the aromatics plant of La Rabida refinery. 

Gas sales reached 30,003 Gwh, a 7.3% higher than in the previous year, and electricity production 

reached 2,242 Gwh, a 20.2% lower than in the previous year. 

The Group has 2 refineries, 8 cogeneration plants and a combined cycle plant, and is about to complete 

the construction of a wind farm in the prnvince of Cadiz. 

Summarizing, the key indicators for the business have evolved as follows: 

Ke� indicators 2018 2017 2016 

Investments for the period (millions of eurns) 392 302 216 

Utilisation Rate Refineries 91% 91% 93% 

Output (rnillions of tons) 21.81 21.36 21.64 

Refining rnargin Indicator in Cepsa (USD/b) 6.1 7.5 5.6 

Natural Gas Sales (GWh) 30,003 27,972 28,409 

Electricity production (GWh) 2,242 2,809 2,140 

Average electricity spanish pool price (€/M\11/h) 57 52 40 

Natural Gas price (Henry Hub Spot €/Mwh) 12 9 8 

Water vapour sales (thousands of tons) 4,895 4,871 4,660 

Trading volumes (millions of barreis) 286 268 265 
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Marketing 

The adjusted result after taxes for Marketing business for 2018 arnounts to 189.2 rnillion euros, 

compared to 181.8 million euros for 20171 which included 46 million euros compensation received for 

the negative irnpact on the company's margins of regulation between 2009 and 2012 of the price of the 

butane bottle. 

This business a rea consists of the sales through the gas stations network1 the commercialization of fuels 

through the direct sales channel and distributors, the marketing of kerosene for the aviation market, 

the commercialization of fuels through the bunker activity in the main ports of Spain1 and outside Spain 

in Panama and Fujairah and the sale of lubricants 1 asphalts and liquefied petroleum gases. During 20181 

21. 9 mil!ion tons were marketed through these channels1 which is a figure similar to that of the previous

year.

The Group counts on a network of 1,799 service stations as of December 311 2018, as well as 2 lubricant 

plants, 5 asphalt plants, 11 liquefied petroleum gas bottling plants1 and is present in the main airports 

and Spanish ports. 

Investments in 2018 amounted to 101 million euros, 64.4% lower than the 284 million euros of 2017, 

when the acquisition of 23 service stations in the provinces of Madrid and Toledo took place. These 

investments were targeted to the maintenance of facilities and to strengthen our market share in the 

channels where we operate. 

In summary1 the key business indicators have progressed as follows: 

Key indicators 2018 2017 2016 

Bunker sales (millions of tons) 6,2 5.7 5.1 

Sales of fuels in other channels and other energy 
15,7 15,9 15 

products (millions of tons) 

Number of petral stations 1,799 1,815 1,788 

Investments for the period (milllons of euros) 101 284 85 

Petrochemicals 

The adjusted result after· taxes for Petrochemical business for 2018 amounted to 110. 7 mi Ilion euros, a 

similar figure than in 2017. 

In the LAB business, which produces the raw material for biodegradable detergents 1n which Cepsa is a 

globai leader1 the results were s!ightly higher than in the previous year. 

In the Phenol-Acetone business, which produces the raw matenals for the production of cutting-edge 

plastic materia Is, where Cepsa is number 2 globally, the results were higher by 11 % than the previous 

year1 mainly driven by a sales increase (4%) and by the recovery of the Asian market marg1ns. 

In the Solvents business1 the level of results was slightly below the previous year1 as a result of a 

downward correction in the margins and lower product availability. 

Total sales of petrochemical products reached 2.9 mill1on tons, in line with volurnes sold in the previous 

year. 
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The investments for 2018 amounted to 80 million euros, remarkably including the project to expand 

production at the Puente Mayorga chemical plant in San Roque (Cadiz), whicl1 will increase the plant's 

production capacity from 200,000 to 250,000 tons of LAB, and will involve the implementation of Detal 

technology, developed by Cepsa and UOP, to improve its efficiency. The start-up is scheduled to take 

place In 2020. 

Cepsa Group currently has 3 industrial plants in the LAB line located in Spain, Brazil and Canada, 2 for 

the Phenol-Acetone line (in SpaIn and China), 1 for the surfactant line (in Gerrnany) and 1 in Indonesia 

for the manufacture of vegetable oils. 

The key indicators for this segment have performed as follows: 

Key indicators 

Petrochemical products consolidated sales ( millions of tons) 

lnvestments for the period (millions of euros) 

3. liquidity and capital resources

a. Leverage

2018 

2.9 

80 

2017 

2.9 

116 

2016 

3.0 

86 

Adjusted net financia! debt at December 31, 2018 increased by 1.367 million euros to 3.089 million 
euros, as compared to 1,722 million euros at December 31, 2017, fundamentally due to the investments 
in the year in the E&P business. 

V) 

:::) 

LU 

-
o 

Vl 

e 

.2 

Net Debt 
Dec'17 

-1.164

Net CF 
Operating 

YTD Debt Net variation 

IFRS evolution 1.367 M€ 
( +79,4%)

+2.014 

Net CF 
Investing 

+129 

+388 

Dividends Currency and Net Debt 
others Dec'18 

1 

As a consequence, the Group 's gearing ratio, expressed as the ratio of net debt to net debt plus capital 

and reserves, amounted to 35.8% at 2018 year end as compared to 25.5% for 2017 year end. 
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Bank borroWl!lgs non-current 

Bank borrowings current 

Cash and cash eguivalents 

Remunerated Net Debt 

Net Debt/ (net debt +Equity) 

b. Debt structure

2018 

2,955,916 

380,434 
(246,878) 

3,089,472 

5,542,441 

S,63.:J.,9.:J.3 

35.8% 

Thousands of euros 

2017 

1,628,425 

639,348 
(545,637) 

1,722,136 

5,025_,713 

6,747,849 

25.5% 

The debt breakdown by interest type and currency is shown in Notes 17 and 28 to the 2018 and 2017 

year end Consolidated Financia! Statements. 

In accordance witr1 the policy of minimizing financia! risks far the Company, currency risk is mitigated 

by financing international businesses in the local or functional currency, mainly US dollars. 

The Group's financing costs, at December 31, 2018, amounted to 2.60% as compared to 2.09% far the 

same period in the previous year (see Note 17 to the 2018 and 2017 Consolidated Financia! 

Statements) 

The Cepsa Group enjoys a sound liquidity position at 2018 year end, totaling 2,680.4 million euros 

(2,433.5 million euros of undrawn credit facilities plus 246.9 million euros of cash and cash equivalents), 

equal to Group's debt maturities for the next 24 months. 

Cepsa Group actively manages the maturities of its financia! debt, which allows the Group to meet its 

payment obligations, both ordinary and exceptional, as well as to undertake its growth projects. 

The distribution of maturities of undrawn credit facilities, is as follows: 

Liquidity maturity 
2019 
2020 
2021 
2022 
frorn 2023 on 

Tot:al 
Cash and others eguivalents 

Tot:al liquidity adjusted 

Thousands of euros 
322 

50 
1,537 

o 
524 

2,433 
247 

2,680 

The informatlon relating to Cepsa debt at 2018 year end is shown in Note 17 to the annual financia! 

statements. 
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The debt coverage ratio is as follows: 

12.31.2018 

Consolidated Net Debt 3,089,472 
------------ = ------ = 1.77 

Adjusted EBITDA (last 12 months) 1,745,648 

c. Working capital

Working capital at December 31, 2018 is broken down as follows: 

Worl<ing capital assets' 
Worl<ing capital llabilities2 

Working Capital 

2018 

4,800,103 

3,195,790 

1,604,313 

Thousand of Euros 

12.31.2017 

1,722,136 
- ----- = 0.92

1,873,841

Thousands of euros 

2017 

4,396,136 
2,988,950 

1,407,:1B6 
'lnctuded 1nventories, trade and other receivables, other current financ1al assets, and other current assets 

,, lncluded trade and other ,oayables other current liabd1ties without rhe div,dend pend111g pay 

The average payment period for suppliers of the Group during the periorJ has been 19 days, below the 

legai maximum limit of 60 days established by law 15/2010 of 5 July, which establishes measures on 

combating late payment in commercia! transactions. (Note 21 of the consolidated annual financia! 

statements). The average collection period from clients was 24.8 days. 

d. Analysis of contractual obligations and off-balance sheet transactions

The breakdown of the Group's contractual obligations, off-balance sheet transactions, and contingent 

liabilities is included in Note 33 to the consolidated annual financia! statements. 

4. Risk management model

Risk management is a majar focus area at all levels of the Cepsa Group. The Board of Directors, 
Management, and other stakeholders share the view that poor risk management has the potential to 
destroy value in the Company, while good risk management can identify market positioning 
opportunities and increase shareholder value. 

Following the Committee of Sponsoring Organizations of the Treadway Commission (COSO-ERM) and 
the ISO 31000 standards, Cepsa has developed an Integrated Risk Management System (IRMS) that 
defines the general framework, principies and procedures that must be followed, in arder to effectively 
identify, monitor, assess, manage and mitigate risks of any nature faced by the Cepsa Group. 

The spectrum of risks that the Cepsa Group is exposed to can be broadly grouped into the following 
four key risk categories: 
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a. Strategic risks, related to general factors such as political, economic, socio-cultural,

technological, and environmental nsks, as well as those related to the Group's strategic

pos1tioning and planning.

b. Financia! and Market Risks aris1ng from the volatility of commodity prices, credit markets,

exchange rates, ínter est r·ates and hedging and trading transactions, as well as thuse related to

liquidity and solvency management, credit risk management and counter-party risk.

c. Operational and lnfrastructural Risks associated with, arnong others, the business model,

natural disasters and the effectiveness and efficiency of operations, including the supply of

products, goods and services, transport management, extraction and manufacturing processes,

sales and marketing, safety of people and facilities, respect far the environment, human

resources and information technology.

d. Compliance Risks, related to any Ethical misconduct, violation of ar non-compliance with

applicable law and regulation, and violation of or non-compliance with the Group's internal

policies and procedures.

In this context, in the course of the CEPSA Group's strategic and budgetary planning process, the effect 

of the main risks that could have an impact on the businesses was estimated and a sensitivity analysis 

of the main variables was performed in arder to obtain an overall v1ew of their impact. 

The following is a description of sorne of the main nsks that may affect the Cepsa Group: 

a. Strategical risks

Macroeconomics Risks 

Many economies around the world, including many of those in which we operate, have suffered 

slowdowns and/or recessionary conditions over the last decade. These conditions were amplified by 

volatile credit and equity markets conditions. While certain of these conditions had been reversed by 

2017, there can be no assurance that such conditions will not recur, even in the near-term. 

The International Monetary Fund has cut its forecast far world economic growth in 2019 to 3.5% down 

from its 3.7 % forecast in October and 3.9% expected in July. The IMF identifies several risks 

emphasizing the global trade tensions as the risk at the top of the list. 

The IMF also pointed to sorne reasons far concern about financial-market stability, 1ncluding the risk of 

a messy Brexit as the U.K. struggles to negotiate its divorce from the European Union, Italian fiscal 

policies and the partial U.S. government shutdown. 

Cepsa monitors key global macroeconomic 1ndicators in-depth ancJ incorporate them into Cepsa's 

decision-making process in arder to plan far potential market shocks. 
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Geopolitical Risks 

CEPSA Group has investments and assets located in, and we source part of our crude oil supply from, 

countries with emerging or transitioning economies that are generally subject to political and economic 

instability, legal uncertainty and security threats. 

With the objective of managing this risk proactively, Cepsa monitors ali countries in which it operates, 

following the performance of sorne key indicators defined for a series of categories of identified risk 

sources, among which the following are noteworthy: safety, political stability, efficacy of governments, 

the legal and regulatory environment, tax policy, and macro economy. 

Changes to the legal and regulatory framework in response to environmental as well as 

climate change concerns. 

CEPSA Group is subject to changes in the legal and regulatory framework related to the environment 

and climate change concerns in the countries in which we operate. Given the continued and increased 

attention to climate change and the global drive towards low-carbon economies and clean energy

sources, we expect, and are preparing for, additional policy and regulatorv changes designed to reduce 

greenhouse gas ("GHG") emissions, which we believe will primarily impact our Refining and 

Petrochemicals segments (having current European strict GHG reduction regulation). In addition, while 

our E&P and Marketing segments have not been materially impacted by GHG-reduction regulations, 

these segments could be impacted in the future by the implementation of measures driven by the 

market on a voluntary basis or the imposition of new GHG regulations. 

We expect GHG emission costs to increase from current levels beyond 2020 and for regulation targeting 

reduced GHG emissions to have a wider geographical application than today. There is continuing 

uncertainty over the detail of anticipated regulatory and policy developments, including the targets, 

mechanisms and penalties to be employed, the timeline far !egislative change, the degree of global 

cooperation among nations and the homogeneity of the measures to be adopted acrnss different 

regions. 

We are aware that our activities, based on energy supply and petrochemical solutions, are powerfully 

affected by generation of GHG emissions. That is why we maintain a fírm commitment to combat Climate 

Change. 

We strive to reduce greenhouse gas emissions generated by our activities in order to reduce our Carbon 

Footprint. By establishing an Energy Efficiency Plan in the production business units, in order to reduce 

energv usage and bring about a reduction in C02 emissions. Cepsa is working on a carbon strategy and 

on setting a carbon goal for 2030. 

Risk arising from market competition, changes in demand and the emergence of new 

technologies 

Cepsa products compete in commodity-type markets where product differentiation poses a significant 

challenge and faces strong competition across ali of our business areas. 

Our principal competitors include other large oil and gas companies, which compete with us in the 

Marketing segment in Spain and Portugal and across our other segments internationally. We also face 

competition from new market entrants, such as in our Refining segment, where there is new production 
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capacity in the Middle East, and where 1ncreased imports have begun to arrive in the European market 

frorn the U.S., India and the Middle East. 

Current efficiency improvements, regulatory pressure, and shifts in customer's preferences could cause 

a change 1n energy demand. 

Moreover, the emergence of one or more disruptive technologies in response to environmental and 

climate change-awareness among governments and consumers could rapidly accelerate the pace of 

change, or suddenly alter the direction of change, having a negative impact on our long-term strategy. 

The pursuit of excellence in customer service, permanent monitoring of a continuously more dynamic 

and changing market trends, or continuous improvement as one of the Group's main vaiues, are sorne 

of the levers Cepsa uses to deal with these risks. 

Refining margin Risk 

A decline in oil refining margins or the product margins of our other segments would adversely affect 

our business, financia! position and income from operations. 

Our refining margins have fluctuated, and will continue to fluctuate, due to numerous factors, including. 

• variations in global demand for crude oil and refined products and, to a lesser extent, variat1ons

in demand for crude oil and refined products in our domestic market;

changes in environmental or other regulations, which could require us to make substantial

expenditures without necessarily increasing the capacity or operating efficiency of our refineries;

• changes in operating capacity of refineries in our key marketing areas, predominantly in the

Iberian market and the rest of Europe;

• changes in the spreads between heavy and light crude oíl prices on international mar'kets; and

changes in the supply of refined products, including 1mports.

Transformation and optimization projects to improve the efficiency and effectiveness of processes and 

operations at our industrial plants, and strengthen integration and synergies between units are exarnples 

of how Cepsa manages refining margin fluctuations. 

Oil and Gas Reseives related risks 

The successful implementation of our strategy requires us to sustain and grow our long-terrn oíl and 

natural gas reserves. This, in turn, depends 011 our ability to find and develop (or acquire) additional 

proved oil and natural gas reserves and to progress our upstream resources to "proved" reserves in a 

timely and commercially viable manner. 

If we are not a ble to replace or grow our oíl and gas reserves, we may be una ble to rneet our production 

targets in line with our strategy and our total proved reserves would decline, any of wh1ch would have 

a material adverse effect on our business, financia! position and results of operations. 

The Cepsa Group is focused on delivering production growth projects that ensure the long-term 

sustainability of the Upstream business. 
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Risks arising from relationships with stakeholders 

Cepsa operates in multiple environments in which there are diverse interest groups, mainly local 

communities of the areas which may be affected by the Group's activities, as well as civil society or 

politics organizations, trade unions, etc. 

Should the interests of these groups be in conflict with the activities of Cepsa, and communication with 

said groups does not lead to the necessary agreements, the Group may be affected by the opposíng 

opinions and actions with respect to its activitíes and that may damage íts image and reputation, 

affecting business opportunities in the area or country. 

Maintaining responsible and transparent relationships with the communities where Cepsa is present is 

an essential and integral part of our activities and operations, that contributes to the generate value for 

the society and cooperate in its economic, social, and environmental development, integrating ourselves 

in the environment and developing social projects. 

The Cepsa Group has created the Cepsa Foundation in 2016 as an example of commitment to the host 

communities and locations where CEPSA performs its activity. Likewise, in 2016 Cepsa created Voluntas, 

a specific corporate volunteer program focused on caring for the environment, fostering employment 

and education, supporting culture, promoting sport and health and addressing basic needs. 

b. Financia! and market risks

The Cepsa Group is exposed to a series of risks of a financia! nature as a consequence of the variety of 

businesses it pursues as well as its presence in a multitude of countries, sectors, and markets. 

Below is a description of the main financia! risks to which the Group is exposed: raw materials 

(commodities) prices, exchange rates, interest rates, liquidity risk, credit risk and taxatíon risk. 

Commodity price risk 

We are an integrated oil and gas company with activities across the value chain, including exploration 

and production, refining, marketing and petrochemicals. The prices of crude oil, natural gas, oil products 

and petrochemicals are affected by supply and demand, both globally and regionally, and depend on a 

variety of factors. 

The príce fluctuations of these commoditíes are constantly monitored and, on certaín occasions, the 

Group contracts financia! derivatives in order to reduce its exposure to the variability of these prices. 
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Foreign currency risk 

The US dallar is the currency used as a reference in markets for crude oil as well as petroleum and 

petrochemical products, the main markets in which the Cepsa Group operates. Thus, and considering 

that the euro is used as the presentation currency in the consolidated financia! statements, the Group 

is exposed in a large portian of its transactions to changes in the euro/US dallar exchange rate. 

The different sources of exchange rate risk, as well as the actions taken to mitigate them, can be 

summarized as follows: 

l. From an operational point of view, the US dallar is the currency in which a multitude of the

commercial transactions are denominated, such as crude oil supply for example. The Group

minimizes the impact of exchange rate risk on these transactions by centralizing and managing

the net global position of cash flows in US dollars from the different Group companies.

2. Risk relating to the net value of consolidated equity investments in foreign subsidiaries is

mitigated by the Group by maintaining debt in the currency in which each investment is

denominated and, applying net investment hedges to said subsidiaries.

3. Finally, certain Group companies obtain cash flows in a currency other than its functional

currency. In these situations, the Group minirnizes exchange rate risk exposure by obtaining

financing in the same currency in which the cash flows are denominated. For these cases1 the

cash flow hedging relationships are justifíed and documented.

Interest rate risk 

The Cepsa Group is exposed to changes in interest rates that may have an impact on its income 

statement, affecting interest-related income and expenses as well as certain balance sheet items as a 

consequence of discount rates applied to assets and liabilities, the profitability of its investments, or the 

future cost of financia! debt. 

For purposes of managing and mitigating this risk
1 

the Cepsa Group obtains financing at a fixed rate or 

contracts interest rate hedges vía financia! derivatives when deemed apprnpriate. 

At 2018 year end
1 

clase to 25.71 % of gross financia! debt accrued interest at a fíxed rate, including 

interest rate derivatives covering variable rate debt. The remaining 74.29% 1s referenced to the Libar, 

Euribor1 
and official rate of the Popular Bank of China (PBOC). 

Liquidity risk 

Credit risk is defined as the possibility of a third party not complying with its obligations under a financia! 

instrument or customer contract, leading to a financial loss. The Group is exposed to credit risk from its 

operating activities (primarily trade receivables) and from its financing activities, including deposits with 

banks and financia! institutions
l 

foreign exchange transactions and other financia! instruments. 

Thus, the Cepsa Group pursues a conservative financia! policy which involves maintaining available cash 

balances and other liquid financia! instruments, as 1Nell as undrawn committed credit lines, sufficient to 

cover debt maturing within 24 months under credit crunch-squeeze scenarios. 
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The Cepsa Group works with leading and highly-reputable national and international financia/ entít1es. 

Howeve1·, counterparty rís!< is always analyzed when negotiating investments and arranging financia! 

ínstruments deals. 

Credit risk 

The Cepsa Group is exposed to credit risk as a consequence of its counterparties' possible failure to 

perform contractual obligations, regardless of whether they are suppliers
1 

customers, partners, financia! 

entities, etc. 

To manage this risk, the Cepsa Group has IT systems for the integral and automated treatment of both 

externa: and interna! data. With this information and via application of scoring models and the 

assessment of risk analysts, counterparties a1·e classified based on credit risk, with a credit limit set for 

each of them. On certain occasions, whetheí as a result of accumulation or of not wanting to assume 

certain risks, the Group transfers certain counterparty · s failure risk to third parties by contracting 

banking guarantees or credit insurance policies. 

The Group also follows a series of interna! standards and procedures which are periodically updated and 

which regulate the management of credit risk at a global leve! and for each of its businesses. Among 

other things, these standards determine credit limits, monitoring and controlling said limits, establishing 

the most appropriate collection instruments, the guarantees to be requested in case risk is excessive or 

cannot be assumed, the actions to be taken in the case of non-payment for collection of past due 

amounts, etc. 

With respect to credit risk relating to financia! 1nvestments, financia! derivatives, and liquid assets, th;s 

risk is more limited than in the case of commercial credit, as the counterparties which the Grnup operates 

with are mostly financia! institutions and insurance companies with a high level of credit solvency. 

However, the Group also assesses the solvency of each of these counterparties, assigning a credit limit 

to each one of them. 

The risk to which the Cepsa Group is exposed does not involve any significant concentration in terms of 

commercial counterparties, as its sales are dístributed amongst a large number of clients. The maximum 

exposure to risk in connection with commercial counterparties does not exceed 2.5% of ali commercia! 

credit. 

Tax strategy and management 

The energy sector involves a particular tax fíamework. The existence of specific taxes on profits, production 

or consumption of products is common in the Upstream and Downstream sectors. 

The Cepsa Group's tax strategy is maínly aimed at compliance with the applicable tax regulations in its areas 

of activity and to ensure adequate fulfilment of this principie by ali the companies comprising the Group. The 

Cepsa Group's commitment is reflected in the Tax Policy approved by the Board of Directors in 2015. 

One of the main principies establ1shed therein by the Cepsa Group 1s not to utilize companies registered in 

tax havens unless their presence in said terntories is a result of valid economic motives or beca use they were 

directly or indirectly acquired as a consequence of the acquisition of a group of companies, 

I\Jotwithstanding the above, the group 1s exposed to changes in the applicable tax regulation as well as 

to potential different iriterpretations of said tax regulation from the releva11t Tax Authorities. 
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c. Operation and infrastructure risks

The main operational risks to which Cepsa is exposed are as foilows: 

Process safety, personal safety and environmental 

The technical complexity of our operations exposes us to a wide range of health, safety and 

environrnental ("HSE") risks. Our operations that are vulnerable to such risks include oil and gas E&P, 

transport and shipping of hydrocarbons, oíl refining, distribution of petroleum products, operation of 

electricity generation facilities and the processing of petrochem1cals, particularly where such facilities 

are located in environmentally-sensitive regions or protected areas (such as maritime environments or 

remate areas with dense vegetation) or in the proximity of densely populated areas. 

The Cepsa Group has a safety management system as set out in its "Basic Regulations", integrating 

safety throughout the different levels of the organization. This management system is based on the 

international OHSAS 18001 :2007 standard, a certification that has been granted to ali of Cepsa's 

industrial facilities. In addition, it has established procedures to be followed which reflect the best 

practices in the sector, guaranteeing the highest possible levels of safety, paying particular attention to 

the elimination of risks at source, 

The system implemented is aimed at continuous improvement in risk reduction, supported by a series 

of activities, such as work planning, analysis and rnonitoring of corrective actions re!ated to incidents 

and accidents, internal auditing, routine inspections of facilities, and supervision of maintenance and 

operation work. 

Ukewise, the Cepsa Group seeks to minimize risks to the environment in operations of its 

industrial plant, in the Basic Environmental Regulations, and in its positioning and strategies in 

environmental matters, which, along with other interna! regulations, form part of the Environmental 

Management Systems (EMS) implemented in the production centers and certified by an accredited 

externa! entity. 

Ali Cepsa Group industrial plants in Spain have obtained their corresponding Integrated Environmental 

Authorizations, which are renewed periodically. These permissions allow us to tighten control over ali 

processes in order to minimize environmental impacts. 
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Information security related risks 

The operation of many of our business processes depends on the uninterrupted avaiiability oF our 

information technology ("IT") and operational techno!ogy ("OT") systems. To maintain competitiveness1 

we are increasingly reliant on automation
1 

centralized operation and new technologies to manage and 

monitor our complex production and processing activities. A cyber-attack on any technology system 

could potentiaily have serious consequences. 

The Cepsa Group has a security organization in place to guarantee the availabilit:y, integrity, 

confidentiality and auditability of the information required to ensure the smooth operation and continuity 

of the Group's activities at an acceptable cost and risk. 

The Group has implemented an Information Security Management System based on reducing risks 

which has been awarded the international ISO 27001 Certificate. The impiemented system includes 

cybersecurity technology and services (protection, disaster-recovery and detectiont as well as standards 

to manage cybersecurity incidents and risks. 

Additionally
1 

Cepsa Group has a cybersecurity awareness program in piace which aims to promote a 

clear and practica! vision of cybersecurity based on four fundamental pillars: information, raising 

awareness, legislation and use of technology. 

Physical and environmental effects of climate change 

Cepsa may be impacted by the physical and environmental effects of climate change, which are difficult 

to predict. Possible outcomes include less stable or predictabie weather patterns1 which could result in 

more frequent or severe storms and other weatheí conditions (such as flooding, drought and hurricanes) 

that could increase our operating costs and interfere with our business operations 1 particularly when 

located in areas that typical!y experience more severe weather conditions, 

In addition, significant climatic changes, including a gradua! 1 
steady increase in global temperatures1 

could affect consumer behavior and global or regional demand for energy products such as propane, 

butane and natural gas used for residential heating or increase demand for electrical power from air

conditioning units or electric mobility, 

We are aware that our activities, based on energy supply and petrochemical solutions, are powerfully 

affected by generation of GHG emissions, That is why we maintain a firm commitment to combat Climate 

Change, The Cepsa Group has framed a Carbon Strategy analysis to provide us with a range of tools to 

improve in this regard through compliance with the strictest regulations and standards, and with the 

efficiency and sustainability targets that we set ourselves in iine with the improvernent of our 

performance
1 

evaluating them to bring them in line with our 2030 strategy, 

Major projects management 

Cepsa faces chal!enges in can·ying out majar proJects 1 particular!y in geographically and technically 

challenging areas, The future growth of our businesses depends on our ability to successfully identify, 

pian and execute projects in a timelv and cost-effective rnanner. 

Exhaustive planníng and permanent control of costs and project deadlines are key maxims applied at 

Cepsa when executing and managing the complexity of the proJects it undertakes. 

Cepsa Group 37 



��CEPSR 

Talent management 

Given the speedy pace of change in the oil and gas industry, evolving legal and regulatory requirements, 

including with respect to climate policy, and the increasing role of technology in the industry, we are 

increasingly reliant on the availability of a suitably-qualified and experienced workforce. The Cepsa 

Group is aware that a long-term perspect1ve on the capacity and competence of the workforce is 

essential. 

The Cepsa Group had launched different programs focused on development, training and attracting 

talent such as the Challenging U program, established recruitment policies and procedures (such as 

"Success Factors") that guarantee equal opportunities and zero discrimination and improve the 

employment offer through initiatives carried out by the Company such us Top Employer, certification as 

Responsible Farnily Company, Social Advantages and so on. 

lnsurance and safeguarding of assets 

The Cepsa Group is insured against risks involving material damages, including machinery failure and 

control of crude oil exploration and production wells; loss of profit stemming from material damages; 

civil liabilities arising for both Cepsa or its employees and directors in connection with material damages 

or personal injuries either to third parties or to Company personnel as a result of occupational accidents; 

and loss or damage during transportation of crude oil, other products or equipment. 

d. Legal and Compliance risks

Regulatory compliance 

Our business activities are subject to laws and regulations in all of the JUrisdictions in which we operate, 

including laws relating to the environment, climate change, health and safety1 finance arnj trade, 

consumer protection, competition and anti-trust, employment, tax, data protection, hydrocarbon 

extraction, petrochemical products, public concessions and procurement. 

Any violation of or non-compliance with applicable law and regulation could lead to the imposition of 

substantial fines, sanctions or other measures, based on the findings of any investigation or proceeding 

of the relevant supervisory or administrative body. Furthermore, in sorne cases, plaintiffs could seek 

compensation for any alleged damages arising as a result of any sanctioned conduct. 

In order to minimize the impact of any possible violation or non-compliance with the aforementioned 

laws and applicable regulations, Cepsa has implemented a compliance management system that 

consists of, various training, awareness-raising and control monitoring activities that mitigate these 

risks. 

Litigation and arbitration 

We are currently a party to a number of legal proceedings relating to civil, administrative, environmental, 

labour and tax r::laims filed either as a defendant ora plaintiff in the ordinary course of business" These 

clairns 1nvolve a wide range of issues and 1n certain instances substantial arnounts have been or may 

be clairned. 
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Ethical misconduct 

Non-compliance with anti-bribery
1 

a11ti-corrupt1on and other similar laws could expose us to legal liability 

and negative!y affect our reputation and business, financia! position and results of operations. 

We have activities in countries that present corruption risks and may have weak legal institutions, lack 

of control and transparency or a business culture that does not reflect, in ali respects, the norms that 

prevail in Western Europe. In addition, governments play a significant role in the oil and gas sector, 

through ownership of resources, participation1 
licensing and local content programs, which leads to a 

high level of interaction with public officials. Through our international activities
1 

we are subject to anti

corruption and bribery laws in multiple jurisdictions. \/1/hile we have anti-corruption policies in place1 

there can be no assurance that such policies will be effective or prevent us from being exposed to 

violations of anti-corruption or bribery laws. 

Our Code of Ethics and Conduct (the "Code") sets out the fundamental principies, standards and 

conduct that, when complied with, enable us to successfully pursue our mission, accomplish our goals 

and promote our values, by outlining legal and ethical standards that are applicable to our Directors, 

managers and employees, as weil as third parties who wm'k for or on our behalf. However, there can 

be no assurance that incidents of ethical misconduct or non-compiiance with applicable laws and 

regulations or the Code will not arise, any of which could result in damage to our reputation and 

repeated compliance failures could cal! into question the integrity of our operations. 

Compliance risks associated with economic and trade sanctions imposed by the United 

States, the European Union and other jurisdictions. 

The United States, the EU and other countries have in the past irnposed international trade and 

economic sanctions on des1gnated countries
1 

companies and individuals. 

The terms of legislation and other rules and regulations that establish sanctions regimes are often broad 

in scope
1 

particularly in the U.S.
1 

and given the importance of the U.S. to the international financia! 

markets, the imposition of U.5. sanctions on a country, company or individual can result in companies, 

as in our case, that do not operate directly in the U.S., being effectively required to cease dealings with 

such sanctioned country, company or individual to ensure access to the U.S. or international capital or 

bank debt markets. 

From the effective date of the !ifting of European sanctions and secondary US sanctions on January 16, 

2016 -further the signing oF the Joint Comprehensive Plan of Action (JCPOA)-, National Iranian Oil 

Company (NIOC) was removed from the "Specially Designated Nationals and Blocked Persons" List and 

became listed on the OFAC page as being a non-SDN (Specially Designated National). 

Therefore, CEPS,i;. Group resumed purchasing crude oil from NIOC as of January 16, 2016 and continued 

such purchases until Septernber 2018. 

Each purchase and sh1pment of crude oil has been carried out in strict accordance with ali sanctions 

regulations that are applicable to the CEPSA Group. 

Dueto the announcement made on May 8, 2018 of the US withdrawa! frorn the JCPOA and reinstatement 

of sanctions on Iran, CEPSA Group ceased purchasing crude oi! from Iran prior to 4 November 2018
1 

fully complying with the new US sanctions regime. 
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Non-compliance with sanctions, in general, and U.S. sanctions in particular, could constitute an event 

of default under our existing financing facilities and other contractual arrangements with our banks and, 

particularly, with those firms based or operating in the United States. 

The CEPSA Group has established a third-party Due Diligence process completed with expert interna! 

and externa! legal advice that guarantees the analysis of counterparties under a risk-based approach. 

S. Information on foreseeable performance of the entity

Cepsa is advancing in its transformation process towards a global integrated energy group. Amongst 

the actions considered for the coming years, the Group envisages investments in various business areas 

as part of a growth plan to reach its objectives. The key strategic priorities, by Business Unit, are as 

follows: 

• Exploration and Production: expand its portfolio, increasing crude oil reserves in key regions

such as North Africa, Latin America, and Abu Dhabi through the development of projects and

exploration opportunities in fields located nearby;

• Refining: improve competitiveness and efficiency of the Group assets through continuous

optimization programs and updates to adapt production to new regulations. Assess

opportunities in renewable energies and increase participation in the natural gas and electricity

markets.

• Marketing: consolidate the Group's presence in the natural markets of its key businesses,

boosting exploitation of synergies with high added value and searching for growth opportunities

in neighboring markets such as Portugal and Morocco;

• Petrochemicals: strengthen the current leadership of Cepsa Group in key business lines,

continue global expansion, develop the alcohol chain and diversify the downstream phenol

chain;
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6. Other relevant information

a. Dividend policy

Our Board of Directors propases annual dividend payments with a charge to the income statement of 

the year or unrestricted reserves, subject to approval by our Sale Shareholder at a general meeting. 

The dividend that the Board of Directors may recommend or approve with respect to a particular 

financia! year or period will be subject to the factors described below as well as any other factors which 

the Board of Directors considers relevant: 

• cash and debt levels, return on capital1 and reserves;

• expected financia! performance;

• investment plans;

• returns generated via dividends paid by comparable companies worldwide

In general, dividends are subject to withholding at source in Spain when paid to non-resident 

corporations or to individual non-resident investors. However, there is an Agreement to avoid double 

taxation, signed by the United Arab Emirates and Spain, by virtue of which dividends paid to our sole 

shareholder are not subject to tax withholdings. 

Note 16 to the annual consolidated financia! statements provides disclosure on the dividends paid during 

2018. 

b. Treasury shares

Cepsa did not hold any treasury shares at December 31, 2018, nor had it carried out any transactions 

with treasury shares during said year. 

c. Events after the balance sheet date

Events subsequent to the balance sheet date are disclosed in Note 34 to the annual consolidated 

financia! statements. 

d. Research and Development activities

A culture of innovation is one of our defining traits. We use technology and research to generate value, 

be more competitive, optimize processes, and improve the efficiency and quality of our products. 

In the course of 2018 our Technological Research and Development Division worked on various 

innovative projects, the final objective of which is to open up new opportunities for our businesses and 

improve processes already in place at our production centers. 

Amongst the most significant projects in 2018, the following are the most noteworthy: 

• In 2018, the in-detail engineering and procurements activities of "Bottom of Barre!" project
began at the Gibraltar San Roque refinery, which will allow us to obtain a greater volume of
distillates with higher added value and to increase production flexibility at this facility. In the 
same plant, the MX-Sorbex II project was launched, which allowed to increase the
manufacturing of petrochemicals.

Cepsa Group 41 



:tJ:CEPSR 

New upgrade projects have also been initiated in different units of the refineries, to increase 
their profitability and improve safety, 

Engineering team has also assigned the Front End Engineering Design (FEED) for the 
construct1on of the new Ruwais chemical plant, in partnership with ADNOC, which will allow us 
to estímate its development cost, as well as the redevelopment of the oil field Rhoude el Krouf, 
in Algeria. 

These projects are mainly carried out at the Cepsa Research Center, which has laboratories, last 

generation equipment, and pilot plants capable of reproducing the processes we carry out at our 

production centers, mainly in the areas of refining and chemicals. This has allowed us to create more 

efficient production processes that respect the environment, as well as develop new fuels and boost 

high value projects. 
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7. Alternative Performance Measures and glossary of terms,

The financial information conta1ned in th1s report contains 1ndicator and measures prepared in 

accordance with applicable financia! information regulations (IFRS-EU) as well as other alternative 

Performance Measures. 

Altemative Performance 

measure 

EBITDA 

Current cost of Supplies (CCS) 

I\Jon-recurrlng 1tems 

Net debt 

Cepi tal 2mployed 

Leverage ratio 

Free cash flow 

Net operating profit 

ROACE 

Gearing 

Unit 

Millions of Euros 

Millions of Euros 

Millions of Euros 

Millions of Euros 

Millions of Euros 

% 

Millions oF Euros 

Millions oF Euros 

% 

% 

Reievance of use 

Meas, ire oí operational profitabili�/ deduct1ng the 

interests, taxes, provisions and amortizations 

Toe Current Cost or Stip(ll\r CCCS) 1s commonly l!Se.d ,n tt,,s 

Location 

Key indlcators on the Group
, 
s financ1al results 

1ndustry to disclose the Downstream bus1nesses wh1ch 
Kev ,ndicators on the Group, s financia! results 

must work w1th riuge 1nventones subJect to cont1nual prrce 

ftuctuations. 

It allows the results disclosure excluding those atypical 

expenses/1nmme not directly related to the act1vity (non
recurring) 

It measures the Cornpany's level of debt 

It rneasures own and externa! capital invested in the 
company, 

It rneasures the Group's indebtedness proportion 1n 

relation to its profitability, usually with its operating 
profitability, 

It 1s used far e,1aluating the funds available far paying 

div1dends, and debt service pa'/ments. 

Used for ROACE ·s calculation 

Measure used to evaluate the earrnng capacity of the 
investments in operation 

Measure of the weighing oF the externa! 0esources in the 
Group Rnanc,ng, 

Key indicators on the Group s financia! results 

Key 1ndicator on the Group's financlal situatior-

Key lndicator on the Group's financ1al s1tuat1on 

Key 1ndicator on the Group's Financia! s1tuat1on 

Key indicators. cash Flows 

Key indicators. Roaces 

Key mdicators, Roaces 

3.a. Leverage. 

In order to improve understanding of the terminoiogy employed
1 

below we define the most common 

items: 

EBITDA (Earnings before Interest, Taxes, Depreciation and Amortization): It consists of the 

income and expenses arísing from the operations of each business unít, including net provisioning, as 

we/1 as the results from assets disposals. Its determination does not include the arnortization and 

impairment of its non-current assets
1 

nor the transfer to income of capital grants or, of course
1 

financia! 

or non-operating results. 

The EBITDA is a useful financia! indicator which determines the operating margin of a company, enabling 

the business evaluation in relation with its ability to generate funds befare taxes. This indicator is highly 

comparable among businesses and with other Oil & Gas sector companies, since it is not influenced by 

financia! and tax indicators not involving cash outflow. 

Current Cost of Supplies (CCS): in the replacement cost method, the cost of sales is determined 

with reference to average monthly prices rather than the historical value derived from the accounting 

valuat1on method. Consequently, the adjustment to replacement cost is determined as the difference 

betvveen these two methods. 

Nonªrecurring items (Clean): they consist of those atypical revenues or expenses, which are not 

directly related to the company's main activity and unusually occur, i.e.: 

• Impairment of assets

• Results of assets disposals (significant amounts)

• Restructuring costs
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• Exceptional fiscal expenses or income
• Costs associated with mergers / acquisítions
• Results of discontinued operatíons

Net Debt: the indicator used bv management to measure the companv's \evel of debt. It is comprised 

of bank borrowing (current and non-current) \ess cash and cash equivalents. 

Employed capital: made up of non-current assets plus working capital, net of for free capital. Non

current assets include intangibles, Property, plant and equipment, financia! and deferred tax assets, 

with the exception of financing granted within group cornpanies. Working capital includes ali current 

operating assets ancJ liabilities (current assets and liabilities except for financing granted or received 

within group companies, externa! current financia! debt and liquid assets). For free capital comprises 

the captions of capital grants, provisions for risks and charges, deferred tax liabilities, and other non

current liabilities of non-financia! nature. It is financed with the Equ1ty plus the Net financia\ Debt, being 

equal to the sum of both magnitudes. It is usefu\ for determining the efficiency of the use of capital that 

the company has invested. 

Leverage ratio: This figure is calculated by dividing net debt by EBITDA, and in the case of Cepsa 

utilizing adjusted EBITDA, allowing the Group to determine its capacity to repay externa! financing within 

a given number of years (x times). It serves as a metric for comparison with other companies. 

Free cash flow: measures the cash flow generation from operating and investment activities, and is 

used to evaluate the funds avai\able for paying shareholders dividends and debt service, 

Net operating profit: It consists on the Net profit after taxes (NIAT) deducted the finance costs (net 

of taxes). Generally used for ROACE, s calculation. 

ROACE (Return on Average Capital Employed): Ratio calculated with the net operating profit Clean 

ces (average for the last 12 months) divided by average capital employed (average between its value 

at the beginning and at the end of the considered period). These values of Capital Employed are both 

reduced in the amount of not yet profitable investments. It is the key indicator that shows the 

performance of both the Group and its businesses. 

Gearing ratio: Ratio between the following: 

• Net financia\ debt (current and non-current financia\ debt less cash equivalents)
• Equity (less dividends decideg or planned) + Net financiai debt

This ratio shows, over time, the tendency of the Group's debt and, in absolute value, the debt capacity 

in relation to its own funds. 

Non-financia! indicators: 

Barrel: Measurement ur11t for crude oil volumes equivalent to 42 US gallons or 158.9 liters; the amounts 
of liquid hydrocarbons in barreis are expressed at 60 ° F. 

Barrel of oíl equivalent (boe): A conventional unit to measure the energy liberated by a quantity of 
fuel 1n terrns of the energy liberated by the combustion of one barre\ of oíl. 

Degree of refinery utilization: Ratio between the total amount of crude oil processed at distillat1on 
units and the units rnaximum processing capacities. 
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GW: Gigawatts (1,000 million watts) A watt is the unit of electric power used in the International System 
and corresponds to the difference in potential between one volt and an electric current of one ampere 
(1 volt-ampere). 

MWh: Megawatts/hour is a unit of measurement for energy. 

Pool: Wholesale electricity market. On a daily basis, electricity is purchased and sold in this market 
governed by the operator Omel. 

Attributed production {net entitlement): The percentage of production in connection with oil and 
gas exploration and production rights in a concession subsequent to agreements for shared production. 

Shared production (working interest): The percentage of production in connection with oil and gas 
exploration and production rights in a concession befare applying contractual conditions in the case of 
Shared Production Contracts. 

Attributed reserves: Estimated quantities of oil and gas, including related substances, assigned to 

the Cepsa Group, production of which is expected to be economically feasible from a given date through 

development projects. 

Proven reserves (1P reserves): Proven reserves are those amounts of oíl which, via analysis of 
geological and engineering data, can be estimated with reasonable certainty from a given date and are 
commercially recoverable from known deposits under current economic conditions, methods used in 
activities, and governmental regulations. 
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COMPAÑÍA ESPAÑOLA DE PETRÓLEOS, S.A.U. AND SUBSIDIARIES (CEPSA GROUP) 

Consolidated Financia! Statements and Consolidated Management Report for the year ended 
December 31 2018 

The Consolidated Financia! Statements (Consolidated Balance Sheet, Consolidated Statement of Profit or Loss, 
Consolidated Statement of Comprehensive Income, Consolidated Statement of Changes in Equity, Consolidated 
Statement of Cash Flows and Notes to the Consolídated Financia! Statements) and Consolidated Management 
Report of Compañía Espanola de Petróleos, 5.A.U. and Subsidiaries (CEPSA GROUP), for the year ended 
December 31, 2018, contained in this document, have been drafted and issued by the Board of Directors of 
Compañía Española de Petróleos, S.A.U. (CEPSA) at a meeting held en 28 February 2019 and are hereby 
approved and signed by all the Oirectors in compliance with Article 253 of tt1e Re•1ised Text of the Spanish 
Companies Act. 

To the best of our knowledge, the Consolidated Financia! Statements, prepared in accordance with generally 
accepted accounting principies, offer a true and fair view of the financia! situation and the results of the CEPSA 
Group, and the Consolidated Management Report accompanying the Consolidated Financia! Statements offers 
a true and fair view of the development and performance of the businesses and financia! position of the CEPSA 
Group, together with a description of the key risks and uncertainties that it faces. 

Musabbeh Helal Musabbeh Ali Alkaabi 
Chairman 

Alyazia .l\li Saleh Ahrned Alkuwaiti 
Director 

Saeed Mohamed Hamad Fares Almazrouei 
Director 

Bakheet Saeed B� ,eet Sdieiñ Alkatheeri 
Director 

José Aureiio Téllez Menchén 
Deputy Corporate Secretary (Non-Director) 

Cepsa Group 

Madrid, February 28, 2019 

Vice Chairman and Managing Director 

Ángel Corcóstegui Guraya 
Director 

Ahrifed Saeed Mohamed Alcalily Alameri 
rnrector //7 
Ignacio Pinilla Rodriguez 
Corporate Secretar¡ (Non-Director) 
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Compañía Española de Petróleos, S.A.U. and Subsidiaries (Cepsa Group) 

Consolidated Financia( Statements and Consolidated Management Report for the year ended 
December 31 2018 

I hereby certify that, to the best of my knowledge and belief, the Consolidated Financia! Statements 
(Conso/idated Balance Sheet, Consolidated Statement of Profit or loss, Consolidated Statement of 
Comprehensive Income, Consolidated Statement of Changes in Equity, Consolidated Cash Flow Statement 
and Notes to the Consolidated Financia! Statements) of Compañía Española de Petróleos, S.A.U. (CEPSA) 
and its Subsidiaries (Cepsa Group) far the year ended December 31, 2018 and drafted and approved by 
the Board of Directors of Compañía Española de Petróleos, S.A.U. at its meeting held on February 28, 2019, 
were prepared in accordance with generally applicable accounting standards and present a true and fair 
view of the assets and liabilities, financia! position and results of the Cepsa Group. 

Madrid, February 28, 2019 

Álvaro Badíola Guerra 
Chief Financia! Officer 
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