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Notes to the consolidated annual accounts
1. Nature, activities and composition of the group
Distribuidora Internacional de Alimentación, S.A. (hereinafter “the Parent” or “DIA”) was incorporated as a public
limited liability company (“sociedad anónima”) for an unlimited period under Spanish law on 24 June 1966, and its
registered office is located in Las Rozas (Madrid).
The Parent’s statutory activity comprises the following activities in Spain and abroad:
•

A The wholesale or retail purchase, sale and distribution of food products and any other consumer goods in both
domestic and foreign markets; domestic healthcare, parapharmaceutical, homoeopathic, dietary and optical
products, cosmetics, costume jewellery, household products, perfumes and personal hygiene products; and
food, health and hygiene products and insecticides, and all other kinds of widely available consumer products for
animals.

•

B Corporate transactions; the acquisition, sale and lease of movable property and real estate; and financial transactions as permitted by applicable legislation.

•

C Corporate services aimed at the sale of telecommunication products and services, particularly telephony services, through collaboration agreements with suppliers of telephony products and services. These co-operative
services shall include the sale of telecommunication products and services, as permitted by applicable legislation.

•

D All manner of corporate collaboration services aimed at the sale of products and services of credit institutions,

•

E Activities related to internet-based marketing and sales, and sales through any other electronic medium of all

•

F Wholesale and retail travel agency activities including, inter alia, the organisation and sale of package tours.

•

G Retail distribution of petrol, operation of service stations and retail sale of fuel to the public.

•

H The acquisition, ownership, use, management, administration and disposal of equity instruments of resident

•

I The management, coordination, advisory and support of investees and companies with which the Parent works

•

J The deposit and storage of goods and products of all types, both for the Company and for other companies.

payment institutions, electronic money institutions and currency exchange establishments, in accordance with
the provisions of the statutory activity and administrative authorisation of these entities. This collaboration shall
include, as permitted by applicable legislation and, where appropriate, subject to any necessary prior administrative authorisation, the delivery, sale and distribution of products and services of these entities.

types of legally tradable products and services, especially food and household products, small electrical appliances, multimedia and IT products, photography equipment and telephony products, sound and image products
and all types of services provided via the internet or any other electronic medium.

and non-resident companies in Spain through the concomitant management of human and material resources.
under franchise and similar contracts.

Its principal activity is the retail sale of food products through owned or franchised self-service stores under the DIA
brand name. The Parent opened its first establishment in Madrid in 1979.
The DIA Group currently trades under the names of DIA Market, DIA Maxi, Minipreço, La Plaza de DIA, City DIA, Clarel,
Max Descuento, Cada DIA, and Mais Perto.
The Company is the parent of a group of subsidiaries (hereinafter the DIA Group or the Group) which are all fully consolidated, except for ICDC Services, Sàrl (50% owned by DIA World Trade, S.A.), Distribuidora Paraguaya de Alimentos, S.A. (10% owned by DIA Paraguay, S.A.), Red Libra Trading Services, S.L. (50% owned by DIA, S.A.) and CD Supply
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Innovation, S.L. (50% owned by DIA, S.A.), which are equity-accounted.
The following changes to the Group occurred in 2017 and 2016:

2017
•

During the last quarter of 2017, the DIA Group began a process to explore strategic alternatives in the business
of its financial entity, Finandia, E.F.C., S.A., classifying the assets and liabilities of this company as held for sale at
31 December 2017, in accordance with IFRS 5 (see notes 13 and 24).

•

On 4 December 2017, the DIA Group expanded its collaboration with Casino through the creation of the company
CD Supply Innovation, S.L. (hereinafter CDSI), with headquarters in Madrid and which commenced operations on
15 December. This company is 50% owned by DIA, S.A. and its scope is international, excluding Latin America.
In order to optimise processes with suppliers and gain efficiency, enabling a better end offering to the consumer,
the new company will largely be tasked with purchasing own brand products from its partners on its own behalf.
It will also perform, inter alia, logistics management of supplies and quality control of these products, issuing
penalties to suppliers where necessary.

•

On 12 June 2017, the company DIA Portugal II, S.A. was set up for the purposes of operating one store on a Lisbon market. Its share capital amounts to Euros 50,000, divided into 50,000 shares of Euro 1 par value each, fully
subscribed by DIA Portugal, SA.

•

On 18 April 2017, the DIA Group and the EROSKI Group signed an agreement to set up Red Libra Trading Services, S.L., a new company tasked with negotiating with suppliers of distributor brands for both companies, as well
as purchasing other materials and supplies necessary for their activity, in order to maximise the price-quality
ratio for the consumer. This company will trade from Madrid and its capital is shared equally between the DIA
and EROSKI Groups.

•

In the first quarter of 2017, the DIA Group began a process to explore strategic alternatives in its China business,
classifying the assets and liabilities of its companies, DIA Tian Tian Management Consulting Service & Co. Ltd.
and Shanghai DIA Retail Co. Ltd., as held for sale. In accordance with IFRS 5, the Company has discontinued the
operations of its China business, re-stating the accounts for the prior year for comparability purposes (see note
13).

2016
•

On 2 December 2016, DIA Argentina increased its share capital by Argentine Pesos 197,928 thousand, which was
fully subscribed by Group companies.

•

In May 2016 the Group acquired 100% of the capital of Hartford, S.A. and on 30 June 2016 this company changed its name to DIA Paraguay, S.A. (hereinafter DIA Paraguay). As a result of this acquisition, the Group now
holds a 10% indirect interest in Distribuidora Paraguaya de Alimentos, S.A. (hereinafter DIPASA). The registered
offices of DIA Paraguay and DIPASA are both located in Asunción, the capital of Paraguay. The principal activity
of DIA Paraguay is to engage in legal trade operations of all kinds and, primarily, the purchase, sale, construction
and lease of real estate, and the purchase, sale and exchange of vehicles on its own behalf, on behalf of third
parties, or in association with third parties, in both the domestic and foreign markets. The principal activity of
DIPASA is to undertake the operations included in the master franchise contract entered into with DIA Paraguay.
Both companies commenced their respective activities at the end of 2016.

•

On 3 May 2016 and 26 December 2016, DIA Brazil increased its share capital by Brazilian Reals 100,000 thousand and Brazilian Reals 39,439 thousand, respectively. Both increases were fully subscribed by the Parent of the
Group.

•

On 29 March 2016 the winding up of Beijing DIA Commercial Co. Ltd. was completed. The decision to wind up
this company was taken in 2014 and its net assets were liquidated at 31 December 2015.

Details of the DIA Group’s subsidiaries, as well as their activities, registered offices and percentages of ownership at
31 December 2017 and 2016 are as follows:

+
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Details of the DIA Group’s associates and joint ventures at 31 December 2017 and 2016 are as follows:

The basis of consolidation applicable to the subsidiaries, associates and joint ventures are set forth in note 2.7.
At 31 December 2017 and 2016, the Group has several master franchise agreements, some of which grant the Group
the option, within a specific period, to purchase a percentage of the capital of the franchised business. The Group
assesses, based on the terms of the agreement, whether these options are derivative financial instruments to be
recognised in the consolidated financial statements. If the option entails the Group’s control over the franchisee, the
Group assesses the impact of the application of IFRS 3 Business combinations. At 31 December 2017 and 2016, the
Group considers that the impact of these agreements on these consolidated financial statements is not significant.

+
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2. Basis of presentation

2.1.Basis of preparation of the consolidated annual accounts
The directors of the Parent have prepared these consolidated annual accounts on the basis of the accounting records of Distribuidora Internacional de Alimentación S.A. and consolidated companies and in accordance with International Financial Reporting Standards as adopted by the European Union (IFRS-EU), and other applicable provisions
in the financial reporting framework pursuant to Regulation (EC) No. 1606/2002 of the European Parliament and of
the Council, to give a true and fair view of the consolidated equity and consolidated financial position of Distribuidora
Internacional de Alimentación S.A. and subsidiaries at 31 December 2017 and of consolidated results of operations,
consolidated cash flows and changes in consolidated equity for the year then ended.
On 28 February 2011 the DIA Group authorised for issue the consolidated financial statements for 2010, 2009 and
2008, which were the first consolidated financial statements drawn up, and they were filed with the Mercantile Registry of Madrid in accordance with current legislation.
The DIA Group chose the following exemptions from IFRS 1:
•

Business combinations: the DIA Group did not re-estimate the business combinations carried out prior to 1
January 2004 (see note 3 (a)).

•

Cumulative translation differences: the DIA Group recognised the cumulative translation differences of all foreign
businesses prior to 1 January 2004 at zero, and transferred the related balances to reserves at that date (see
note 3 (c)).

•

Financial instruments: the DIA Group opted to apply IAS 32 and IAS 39 from 1 January 2004.

These consolidated annual accounts were prepared on a historical cost basis, except for derivative financial instruments and financial instruments at fair value through profit or loss, which were measured at fair value (see note
15.5).
Note 3 includes a summary of all mandatory and significant accounting principles, measurement criteria and alternative options permitted under IFRS.
The Group has opted to present a consolidated income statement separately from the consolidated statement of
comprehensive income. The consolidated income statement is reported using the nature of expense method and the
consolidated statement of cash flows has been prepared using the indirect method.
The DIA Group’s consolidated annual accounts for 2017 were authorised for issue by the board of directors of the
Parent on 21 February 2018 and are expected to be approved by the shareholders of the Parent at their ordinary general meeting without any changes.

2.2. Comparative information
The consolidated statement of financial position, consolidated income statement, consolidated statement of changes in equity, consolidated statement of cash flows and the notes thereto for 2017 include comparative figures for
2016, which formed part of the consolidated annual accounts approved by the shareholders of the Parent at the
ordinary general meeting held on 28 April 2017.
For the purposes of comparability of the consolidated income statement for 2016, it has been restated to classify the
different income statement items corresponding to the China business in the consolidated income statement as net
gains/losses on discontinued operations (see notes 1 and 13) and to classify the cash flows of this business in the
statement of cash flows.

+
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In 2017, the Group presented the items that meet the offsetting criteria at their net amount, restating the 2016 figures
for comparative purposes as a result. In particular deferred tax assets and liabilities and supplier amounts, which are
settled at their net amount.

2.3. Functional and presentation currency
The figures contained in the documents comprising these consolidated annual accounts are expressed in thousands
of Euros, unless stated otherwise. The Parent’s functional and presentation currency is the Euro.

2.4. Relevant accounting estimates, assumptions and judgements used when applying accounting principles
Relevant accounting estimates and judgements and other estimates and assumptions have to be made when applying the Group’s accounting principles to prepare the consolidated annual accounts in conformity with IFRS-EU. A
summary of the items requiring a greater degree of judgement or which are more complex, or where the assumptions
and estimates made are significant to the preparation of the consolidated annual accounts, is as follows:
a) Relevant accounting estimates and assumptions
•

1. Evaluation of the potential impairment of non-financial assets subject to amortisation or depreciation: see
note 3j (ii), note 5 and note 6.2.

•

2. Evaluation of the potential goodwill impairment: see note 3j(i) and note 6.1.

•

3. Evaluation of the recoverability of deferred tax assets (see note 17).

•

4. Long-term incentive plan: see note 3t) and note 18.

•

5. Analysis of possible contingencies or liabilities relating to proceedings in progress: (see note 3s) and note 20b).

2.5. First-time application of accounting standards
The Group has applied all standards effective as of 01 January 2017. The application of these standards has not
required any significant changes in the preparation of this year’s consolidated annual accounts.

2.6. Standards and interpretations issued but not applied
At the publication date of these consolidated annual accounts, the following standards issued, but that haven’t become effective and which the Group plans to apply on or after 1 January 2018, are:

IFRS 9 Financial Instruments:
IFRS 9 is effective for annual periods beginning on or after 1 January 2018, with early adoption permitted. The Group
will apply this standard for the first time on 1 January 2018.
Given the nature of the Group’s financial assets and liabilities, the change in reporting criteria set forth in IFRS 9 is
not significant for the Group. With regard to the new financial asset impairment calculation model based on the model of expected loan losses over the life of the asset, the Group has estimated the impact and it is not significant.
With regard to recognising refinanced financial liabilities issued on the stock market, the IASB has confirmed retrospective application as stated in IFRS 9 and this applies to the refinancing of bonds by the Parent during 2017 (see
note 15.1). The Group has identified a minor impact which it will recognise in equity reserves at 1 January 2018, as
established by the regulation.
With regard to hedge accounting, the Group uses forward foreign exchange contracts to hedge against fluctuations
in fair value foreign exchanges as a result of changes in exchange rates and interest and will continue to apply IAS
39, therefore not expecting any impact on the consolidated financial statements.

+

+
14

Financial Report

+

+

IFRS 15 Revenue from contracts with customers:
IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is recognised. It replaces existing revenue recognition guidance, including IAS 18 Revenue, IAS 11 Construction Contracts and
IFRIC 13 Customer Loyalty Programmes.
For the sale of products, revenue is currently recognised when the goods are delivered to the customers at the stores,
which is taken to be the point in time at which the customer accepts the goods and the related risks and rewards of
ownership transfer. Revenue is recognised at this point provided that the revenue and costs can be measured reliably, the recovery of the consideration is probable (already received in cash transactions) and there is no continuing
management involvement with the goods.
Under IFRS 15, revenue will be recognised when a customer obtains control of the goods which also takes place
when the goods are delivered to the customers at the stores.
Although the customer is allowed to return any item, the impact of this is irrelevant in the Group. Therefore, there is
no current impact in the recognition of revenue and will not either under IFRS 15.
The Group has carried out an analysis of its customer loyalty programmes and since discounts are generally granted
and applied to customers when the transaction takes place, they are recognised as a reduction in income. Therefore,
no significant impacts are expected.
IFRS 15 is effective for annual periods beginning on or after 1 January 2018, with early adoption permitted. The
Group will apply this standard for the first time on 1 January 2018.
The actual impact of adopting IFRS 15 on the Group’s consolidated financial statements in 2018 will be very limite

IFRS 16 Leases:
IFRS 16 introduces a single, on-balance lease sheet accounting model for lessees. A lessee recognises a right-ofuse asset representing its right to use the underlying asset and a lease liability representing its obligation to make
lease payments. There are optional exemptions for short-term leases and leases of low value items. Lessor accounting remains similar to the current standard - i.e. lessors continue to classify leases as finance or operating leases.
IFRS 16 replaces existing leases guidance including IAS 17 Leases, IFRIC 4 Determining whether an Arrangement
contains a Lease, SIC-15 Operating Leases—Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal Form of a Lease.
The standard is effective for annual periods beginning on or after 1 January 2019 although early adoption is permitted for entities that apply IFRS 15 Revenue from Contracts with Customers at or before the date of initial application
of IFRS 16.
The Group has started an initial assessment of the potential impact on its consolidated financial statements. So
far, the most significant impact identified is that the Group will recognize new assets and liabilities for its operating
leases of warehouse and stores. In addition, the nature of expenses related to those leases will now change as IFRS
16 replaces the straight-line operating lease expense with a depreciation charge for right-of-use assets and interest
expense on lease liabilities.
As a lessee, the Group can either apply the standard using a retrospective approach; or a modified retrospective
approach with optional practical expedients.
The lessee applies the election consistently to all of its leases. The Group plans to apply IFRS 16 initially on 1
January 2019. The Group has not yet determined which transition approach to apply.
As a lessor, the Group is not required to make any adjustments for leases in which it is a lessor except where it is an
intermediate lessor in a sub-lease.

+
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The Group has not yet completed the quantification of the impact on its reported assets and liabilities of adoption
of IFRS 16. The quantitative effect will depend on, inter alia, the transition method chosen, the extent to which the
Group uses the practical expedients and recognition exemptions, and any additional leases that the Group enters
into. The Group considers especially relevant in the application of this standard and its quantification the analysis to
be performed on the term of the lease, as well as the discount rate to apply. The Group expects to disclose its transition approach and quantitative information before adoption and, in any case, expects that the impact of the application of this standard will be significant in the group financial statements.

IFRIC 23 Uncertainty over Income Tax Treatments:
IFRIC 23 is effective for annual periods beginning on or after 1 January 2019, with early adoption permitted. The
Group will apply the standard for the first time on 1 January 2019 and it is analysing the potential impact of this
standard on the Group’s consolidated financial statements for 2019. It believes that the impact will be very limited.

2.7. Basis of consolidation
a) Subsidiaries
IFRS 10 requires an entity (the parent) that controls one or more other entities (subsidiaries) to present consolidated
financial statements and establishes control as the basis for consolidation. An investor, regardless of the nature of
its involvement with an entity (the investee), shall determine whether it is a parent by assessing whether it controls
the investee. An investor controls an investee when it 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. Thus, an
investor controls an investee if and only if the investor has all the following:
•

A power over the investee;

•

B exposure, or rights, to variable returns from its involvement with the investee; and

•

C the ability to use its power over the investee to affect the amount of the investor’s returns.

•

D The annual accounts or financial statements of the subsidiaries used in the consolidation process have been
prepared as of the same date and for the same period as those of the Parent.

Subsidiaries are entities over which the Parent exercises control, either directly or indirectly, through subsidiaries.
The Parent controls a subsidiary when it is exposed, or has rights, to variable returns from its involvement with the
subsidiary and has the ability to affect those returns through its power over the subsidiary. The Parent has power
over a subsidiary when it has existing substantive rights that give it the ability to direct the relevant activities. The
Parent is exposed, or has rights, to variable returns from its involvement with the subsidiary when its returns from its
involvement have the potential to vary as a result of the subsidiary’s performance.
The income, expenses and cash flows of subsidiaries are included in the consolidated annual accounts from their
acquisition date, which is the date control commences. Subsidiaries are excluded from the consolidated Group from
the date on which this control is lost. For consolidation purposes the annual accounts of subsidiaries are prepared
for the same reporting period as those of the Parent, and applying the same accounting policies. All balances, income and expenses, gains, losses and dividends arising from transactions between Group companies are eliminated in
full.

b) Associates
Associates are entities over which the Parent, either directly or indirectly through subsidiaries, exercises significant
influence. Significant influence is the power to participate in the financial and operating policy decisions of an entity,
but is not control or joint control over those policies. The existence of potential voting rights that are exercisable or
convertible at the end of each reporting period, including potential voting rights held by the Group or other entities,
are considered when assessing the existence of significant influence.

+
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Investments in associates are accounted for using the equity method from the date that significant influence commences until the date that significant influence ceases.

c) Joint agreements
Joint agreements are considered to be those in which there exists a contractual agreement to share control of an
economic activity, such that decisions regarding significant activities require the unanimous consent of the Group
and the rest of the participants or operators. The existence of joint control is evaluated considering the subsidiaries’
definition of control.
Joint agreements can be classified as joint ventures or joint operations. Investments in the Group’s joint ventures are
recorded using the equity method.

+
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3. Significant accounting policies
a) Business combinations and goodwill
As permitted by IFRS 1, the Group has recognised only business combinations that occurred on or after 1 January
2004, the date of transition of the Carrefour Group to IFRS-EU, using the acquisition method (see note 2.1). Entities
acquired prior to that date were recognised in accordance with the generally accepted accounting principles applied
by the Carrefour Group at that time, taking into account the necessary corrections and adjustments at the transition
date.
The Group applies IFRS 3 Business Combinations, revised in 2014, to all such transactions detailed in these consolidated annual accounts.
The Group applies the acquisition method for business combinations. The acquisition date is the date on which the
Group obtains control of the acquiree.
The consideration transferred in a business combination is calculated as the sum of the acquisition-date fair values
of the assets transferred, the liabilities incurred or assumed, the equity instruments issued and any consideration
contingent on future events or compliance with certain conditions in exchange for control of the acquiree.
The consideration transferred excludes any payment that does not form part of the exchange for the acquired business. Acquisition costs are recognised as an expense when incurred.
At the acquisition date the Group recognises the assets acquired, the liabilities assumed and any non-controlling
interest at fair value. Non-controlling interests in the acquiree are recognised at the proportional part of the fair value
of the net assets acquired. These criteria are only applicable for non-controlling interests which grant entry into
economic benefits and entitlement to the proportional part of net assets of the acquiree in the event of liquidation.
Otherwise, non-controlling interests are measured at fair value or value based on market conditions.
The excess between the consideration given and the value of net assets acquired and liabilities assumed, is recognised as goodwill. Any shortfall, after evaluating the consideration given and the identification and measurement of net
assets acquired, is recognised in profit and loss.
Note 3j) details the criteria relating to goodwill impairment.
Moreover, for business combinations without consideration, the excess of the value assigned to non-controlling interests, plus the fair value of the previously held interest in the acquiree, over the net value of the assets acquired and
liabilities assumed is recognised as goodwill. Any shortfall is recognised in profit or loss, after assessing the amount
of non-controlling interests, the previous interest and the identification and measurement of net assets acquired. If
the Group has no previously held interest in the acquiree, the amount allocated to net assets acquired is attributed in
full to non-controlling interests and no goodwill or negative goodwill is recognised.

b) Non-controlling interests
Because they were acquired prior to 1 January 2004, non-controlling interests in subsidiaries were recognised at the
amount of the Group’s share of the subsidiary’s equity.
Profit and loss and each component of other comprehensive income are allocated to equity attributable to shareholders of the Parent and to non-controlling interests in proportion to their investment, even if this results in the
non-controlling interests having a deficit balance. Agreements entered into between the Group and non-controlling
interests are recognised as a separate transaction.
Changes in the Group’s percentage ownership of a subsidiary that imply no loss of control are accounted for as equity transactions. When control over a subsidiary is lost, the Group adjusts any residual investment in the entity to fair
value at the date on which control is lost.

+
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Group investments and, where applicable, non-controlling interests in subsidiaries or associates are calculated taking into account the possible exercise of potential voting rights and other derivative financial instruments which, in
substance, currently allow access to the economic benefits associated with the interests held, such as entitlement to
a share in future dividends and changes in the value of subsidiaries and associates.

c) Translation of foreign operations
The Group has applied the exemption permitted by IFRS 1, First-time Adoption of International Financial Reporting
Standards, relating to accumulated translation differences. Consequently, translation differences recognised in the
consolidated annual accounts generated prior to 1 January 2004 are recognised in retained earnings (see note 2.1).
As of that date, foreign operations whose functional currency is not the currency of a hyperinflationary economy
have been translated into Euros as follows:
•

Assets and liabilities, including goodwill and net asset adjustments derived from the acquisition of the operations, including comparative amounts, are translated at the closing rate at the reporting date.

•

Capital and reserves are translated using historical exchange rates.

•

Income and expenses, including comparative amounts, are translated at the exchange rates prevailing at each
transaction date.

•

All resulting exchange differences are recognised as translation differences in other comprehensive income.

For presentation of the consolidated statement of cash flows, cash flows of foreign subsidiaries and joint ventures,
including comparative balances, are translated into Euros applying the exchange rates prevailing at the transaction
date.
Translation differences recognised in other comprehensive income are accounted for in profit or loss as an adjustment to the gain or loss on the sale using the same criteria as for subsidiaries, associates and joint ventures.

d) Foreign currency transactions, balances and cash flows
Transactions in foreign currency are translated into the functional currency at the spot exchange rate prevailing at
the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies have been translated into Euros at the closing rate,
while non-monetary assets and liabilities measured at historical cost have been translated at the exchange rate prevailing at the transaction date. Non-monetary assets measured at fair value have been translated into Euros at the
exchange rate at the date that the fair value was determined.
In the consolidated statement of cash flows, cash flows from foreign currency transactions have been translated into
Euros at the exchange rates prevailing at the dates the cash flows occurred. The effect of exchange rate fluctuations
on cash and cash equivalents denominated in foreign currencies is recognised separately in the statement of cash
flows as net exchange differences.
Exchange gains and losses arising on the settlement of foreign currency transactions and the translation into Euros of monetary assets and liabilities denominated in foreign currencies are recognised in profit or loss. However,
exchange gains or losses arising on monetary items forming part of the net investment in foreign operations are
recognised as translation differences in other comprehensive income.
Exchange gains or losses on monetary financial assets or financial liabilities denominated in foreign currencies are
also recognised in profit or loss.

e) Recognition of income and expenses
Income and expenses are recognised in the consolidated income statement on an accruals basis when the actual
flow of goods and services they represent takes place, regardless of when the monetary or financial flows derived
therefrom arise.

+

+
19

Financial Report

+

+

Revenue from the sale of goods or services is measured at the fair value of the consideration received or receivable.
Volume rebates, prompt payment and any other discounts, as well as the interest added to the nominal amount of
the consideration, are recognised as a reduction in the consideration.
Discounts granted to customers are recognised as a reduction in sales revenue when it is probable that the discount
conditions will be met.
The Group has customer loyalty programmes which do not entail credits, as they comprise discounts which are
applied when a sale is made and are recognised as a reduction in the corresponding transaction.
The Group recognises revenue from the sale of goods when:
•

It has transferred to the buyer the significant risks and rewards of ownership of the goods;

•

It retains neither continuing managerial involvement to the degree usually associated with ownership nor effective control over the goods sold;

•

The amount of revenue and the costs incurred or to be incurred can be measured reliably;

•

It is probable that the economic benefits associated with the transaction will flow to the Group; and

•

The costs incurred or to be incurred in respect of the transaction can be measured reliably.

f) Intangible assets
Intangible assets, except for goodwill (see note 3 (a)), are measured at acquisition cost or cost of production, less
any accumulated amortisation and accumulated impairment.
The Group assesses whether the useful life of each intangible asset is finite or indefinite. Intangible assets with finite
useful lives are amortised systematically over their estimated useful lives and their recoverability is analysed when
events or changes occur that indicate that the carrying amount might not be recoverable. Intangible assets with
indefinite useful lives, including goodwill are not amortised, but are subject to analysis to determine their recoverability on an annual basis, or more frequently if indications exist that their carrying amount may not be fully recoverable.
Management reassesses the indefinite useful life of these assets on a yearly basis.
The amortisation methods and periods applied are reviewed at year end and, where applicable, adjusted prospectively.

Internally generated intangible assets
Development expenses, which mainly relate to computer software and industrial property, are capitalised to the
extent that:
The Group has technical studies that demonstrate the feasibility of the production process.
The Group has undertaken a commitment to complete production of the asset, to make it available for sale or internal use.
The asset will generate sufficient future economic benefits.
The Group has sufficient technical and financial resources to complete development of the asset and has devised
budget control and cost accounting systems that enable monitoring of budgetary costs, modifications and the expenditure actually attributable to the different projects.
Expenditure on activities for which costs attributable to the research phase are not clearly distinguishable from costs
associated with the development stage of intangible assets are recognised in profit and loss.
Expenditure on activities that contribute to increasing the value of the different businesses in which the Group as a
whole operates is recognised as expenses when incurred. Replacements or subsequent costs incurred on intangible
assets are generally recognised as an expense, except where they increase the future economic benefits expected to
be generated by the assets.
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Computer software
Computer software comprises all the programs relating to terminals at points of sale, warehouses and offices, as
well as micro-software. Computer software is recognised at cost of acquisition and/or production and is amortised
on a straight-line basis over its estimated useful life, which is usually three years. Computer software maintenance
costs are charged as expenses when incurred..

Leaseholds
Leaseholds are rights to lease business premises which have been acquired through an onerous contract assumed
by the Group. Leaseholds are measured at cost of acquisition and amortised on a straight-line basis over the shorter
of ten years and the estimated term of the lease contract.

Industrial property
Industrial property essentially comprises the investment in the development of commercial models and product
ranges, amortised over four years.

g) Property, plant and equipment
Property, plant and equipment are measured at acquisition cost or cost of production, less any accumulated depreciation and accumulated impairment. Land is not depreciated.
The cost of acquisition includes external costs plus internal costs for materials consumed, which are recognised as
income in the income statement. The cost of acquisition includes, where applicable, the initial estimate of the costs
required to dismantle or remove the asset and to restore the site on which it is located, when the Group has the obligation to carry out these measures as a result of the use of the asset.
Given that the average period to carry out work on warehouses and stores does not exceed 12 months, there are no
significant interest and other finance charges that are considered as an increase in property, plant and equipment.
Non-current investments made in buildings leased by the Group under operating lease contracts are recognised following the same criteria as those used for other property, plant and equipment. These investments are depreciated
over the shorter of their useful life and the lease term, taking renewals into account.
Enlargement, modernisation or improvement expenses that lead to an increase in productivity, capacity or efficiency or lengthen the useful life of the assets are capitalised as an increase in the cost of the assets when recognition
criteria are met.
Repair and maintenance costs are recognised in the consolidated income statement in the year in which they are
incurred.
The Group companies depreciate their property, plant and equipment from the date on which these assets enter into
service. Property, plant and equipment are depreciated by allocating the cost of the assets over the following estimated useful lives, which are calculated in accordance with technical studies, which are reviewed on a regular basis:
Buildings: 40
Installations in leased stores: 10-20
Technical installations and machinery: 3-7
Other installations, equipment and furniture: 4-10
Other property, plant and equipment: 3-5
Estimated residual values and depreciation methods and periods are reviewed at each year end and, where applicable, adjusted prospectively.
Note 3j) details the criteria relating to impairment of non-current assets subject to amortisation.
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h) Leases
Lessee accounting
Determining whether a contract is, or contains, a lease is based on an analysis of the substance of the arrangement
and requires an assessment of whether fulfilment of the arrangement is dependent on the use of a specific asset and
whether the arrangement conveys a right to use the asset to the DIA Group.
Leases under which the lessor maintains a significant part of the risks and rewards of ownership are classified as
operating leases. Operating lease payments are expensed on a straight-line basis over the lease term.
Leases are classified as finance leases when substantially all the risks and rewards incidental to ownership of the
assets are transferred to the Group. At the commencement of the lease term, the Group recognises the assets,
classified in accordance with their nature, and the associated debt, at the lower of fair value of the leased asset and
the present value of the minimum lease payments agreed. Lease payments are allocated proportionally between the
reduction of the principal of the lease debt and the finance charge, so that a constant rate of interest is obtained on
the outstanding balance of the liability. Finance charges are recognised in the consolidated income statement over
the life of the contract.
Contingent rents are recognised as an expense when it is probable that they will be incurred.

Lessor accounting
The Group has granted the right to use certain spaces within the DIA stores to concessionaires and the right to use
leased establishments to franchisees under contracts. The risks and rewards incidental to ownership are not substantially transferred to third parties under these contracts. Operating lease income is taken to the consolidated income statement on a straight-line basis over the lease term. Assets leased to concessionaires are recognised under
property, plant and equipment following the same criteria as for other assets of the same nature.

Sale and leaseback transactions
In each sale and leaseback transaction, the Group assesses the classification of finance and operating lease contracts for land and buildings separately for each item, and assumes that land has an indefinite economic life. To determine whether the risks and rewards incidental to ownership of the land and buildings are substantially transferred,
the Group considers the present value of minimum future lease payments and the minimum lease period compared
with the economic life of the building.
If the Group cannot reliably allocate the lease rights between the two items, the contract is recognised as a finance
lease, unless there is evidence that it is an operating lease.
Transactions that meet the conditions for classification as a finance lease are considered as financing operations
and, therefore, the type of asset is not changed and no profit or loss is recognised.
When the leaseback is classed as an operating lease:
•

If the transaction is established at fair value, any profit or loss on the sale is recognised immediately in consolidated profit or loss for the year.

•

If the sale price is below fair value, any profit or loss is recognised immediately. However, if the loss is compensated for by future lease payments at below market price, it is deferred in proportion to the lease payments over
the period for which the asset is to be used.

•

If the sale price is above fair value, the excess over fair value is deferred and amortised over the period for which
the asset is to be used.
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i) Non-current assets held for sale and Discontinued operations
Non-current assets or disposal groups whose carrying amount will be largely recovered through a sale transaction
shall be classified as held for sale, instead of recognised at the value in use. In order to classify non-current assets
or disposal groups as held for sale, they must be available for disposal in their current condition, exclusively subject
to the usual terms and conditions of sale transactions, and the transaction must also be deemed to be highly probable.
Non-current assets and disposal groups classified as held for sale are not amortised or depreciated, and are recorded at their carrying amount or fair value, whichever is lower, less costs of retirement or disposal.
A discontinued operation is a component of the Group that either has been disposed of, or is classified as held-forsale, and:
•

represents a separate major line of business or geographical area of operations;

•

is part of a single co-ordinated plan to dispose of a separate major line of business or geographical area of operations; or

•

is a subsidiary acquired exclusively with a view to resale.

A component of the Group comprises operations and cash flows that can be clearly distinguished, operationally and
for financial reporting purposes, from the rest of the Group.
The Group discloses the post-tax profit and loss of discontinued operations and the post-tax gain or loss recognised
on the measurement at fair value less costs to sell or distribute or on the disposal of the assets or disposal group(s)
constituting the discontinued operation in profit or loss net of taxes of discontinued operations in the consolidated
income statement.
If the Group ceases to classify a component as a discontinued operation, the results previously disclosed as discontinued operations are reclassified to continuing operations for all years presented.

j) Impairment of non-financial assets subject to amortisation or depreciation.
(i) Impairment of Goodwill
Pursuant to the criteria contained in IAS 36, the Group performs a test annually to assess potential impairment on
each CGU or group of CGUs with associated goodwill, to determine whether the carrying amount of these assets
exceeds their recoverable amount.
The recoverable amount of each CGU or group of CGUs is the higher of their fair value less costs to sell and their value in use. Determining this recoverable value and the grouping of cash-generating units to which goodwill has been
allocated requires judgement on the part of the management and the use of estimates.
The CGU or group of CGUs to which goodwill has been allocated should represent the lowest level at which goodwill
is monitored for internal management purposes and should not be larger than an operating segment before aggregation determined in accordance with IFRS 8. The DIA Group assesses the allocation of goodwill at company level. This
choice is based on both organisational and strategic criteria and how implementation decisions are made.
A CGU’s value in use is measured based on the future cash flows the Group expects to derive from each company,
expectations about possible variations in the amount or timing of those future cash flows, the time value of money,
the price for bearing the uncertainty inherent in the assets and other factors that market participants would reflect in
pricing the future cash flows associated with the assets. Note 6.1 contains some of the main assumptions used to
measure the value in use of the CGUs to which goodwill is allocated.
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(ii) Impairment of non-financial assets subject to amortisation
Pursuant to IAS 36, the Group evaluates whether there are indications of possible impairment losses on non-financial assets subject to amortisation at the end of each reporting period to verify whether the carrying amount of these
assets exceeds the recoverable amount.
Recoverable amount is determined for each individual asset, unless the asset does not generate cash inflows that
are largely independent of those from other assets or groups of assets. If this is the case, recoverable amount is determined for the cash-generating unit (CGU) to which the asset belongs. For the purposes of assessing impairment,
each store relates to a separate cash-generating unit.
Based on past experience, the Group considers that there are indications of impairment when the adjusted EBITDA
(taken to mean earnings before depreciation/amortisation and impairment, gains/losses on disposal of assets and
other non-recurring income and expense) of a mature store (one that has been in operation for more than two years)
has been negative for more than two years and also those stores where impairment has been recorded. When indications of impairment exist, the Group estimates the recoverable amount of the assets allocated to each cash-generating unit, calculated as the higher of fair value less costs to sell and value in use. Value in use is determined by
discounting estimated future cash flows, applying a pre-tax discount rate which reflects the value of money over
time, and considering the specific risks associated with the asset.
Determining this recoverable value and evaluating whether there exist signs of impairment of the cash-generating
units requires judgement on the part of the management and the use of estimates.
In order to estimate the value in use, the Group uses the strategic plans of the different cash-generating units to
which the assets are assigned. These strategic plans generally cover a five-year period. For longer periods, projections based on strategic plans are used as of the fifth year, applying a constant expected growth rate. Note 6.1 includes some of the main assumptions considered in determining the value in use of the cash-generating units to which
the non-current assets are allocated.
The discount rates used are calculated before tax and are adjusted for the corresponding country and business risks.
When the carrying amount of an asset exceeds its estimated recoverable amount, the asset is considered to be impaired. In this case the carrying amount is adjusted to the recoverable amount and the impairment loss is recognised
in the consolidated income statement. Amortisation and depreciation charges for future periods are adjusted to the
new carrying amount during the remaining useful life of the asset. Assets are tested for impairment on an individual
basis, except in the case of assets that generate cash flows that are not independent of those from other assets
(cash-generating units).
When new events or changes in existing circumstances arise which indicate that an impairment loss recognised in a
previous period could have disappeared or been reduced, a new estimate of the recoverable amount of the asset or
cash-generating unit is made. Previously recognised impairment losses are only reversed if the assumptions used
in calculating the recoverable amount have changed since the most recent impairment loss was recognised. In this
case, the carrying amount of the asset or cash-generating unit is increased to its new recoverable amount, to the
limit of the carrying amount this asset or cash-generating unit would have had had the impairment loss not been
recognised in previous periods. The reversal is recognised in the consolidated income statement and amortisation
and depreciation charges for future periods are adjusted to the new carrying amount.

k) Advertising and catalogue expenses
The cost of acquiring advertising material or promotional articles and advertising production costs are recognised
as expenses when incurred. However, advertising placement costs that can be identified separately from advertising
production costs are accrued and expensed as the advertising is published.

l) Financial instruments - assets
Regular way purchases and sales of financial assets are recognised in the consolidated statement of financial position at the trade date, when the Group undertakes the commitment to purchase or sell the asset. At the date of first
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recognition, the DIA Group classifies its financial instruments into the following four categories: financial assets at
fair value through profit and loss, loans and receivables, held-to-maturity investments and available-for-sale financial assets. The only significant financial assets are classified under loans and receivables.
Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an active
market and are not classified in any other financial asset categories. Assets of this nature are recognised initially at
fair value, including transaction costs incurred, and subsequently measured at amortised cost using the effective interest method. Results are recognised in the consolidated income statement at the date of settlement or impairment
loss, and through amortisation. Trade receivables are initially recognised at fair value and subsequently adjusted
where objective evidence exists that the debtor may default on payment. The provision for bad debts is calculated
based on the difference between the carrying amount and the recoverable amount of receivables. Current trade balances are not discounted.
Guarantees paid in relation to rental contracts are measured using the same criteria as for financial assets. The
difference between the amount paid and the fair value is classified as a prepayment and recognised in consolidated
profit and loss over the lease term.
All or part of a financial asset is derecognised when one of the following circumstances arises:
•

The rights to receive the cash flows associated with the asset have expired.

•

The Group has assumed a contractual obligation to pay the cash flows received from the asset to a third party.

•

The contractual rights to the cash flows from the asset have been transferred to a third party and all of the risks
and rewards of ownership have been transferred.

In particular, the DIA Group derecognises trade balances held with its suppliers in respect of trade discounts granted by the latter when they are transferred in factoring operations in which the Group retains no credit or interest
rate risk. Conversely, the Group does not derecognise these trade balances when it retains substantially all the risks
and rewards incidental to ownership thereof, but instead recognises a financial liability for the same amount as the
consideration received.

m) Inventories
Inventories are initially measured at cost of purchase based on the weighted average cost method.
The purchase price comprises the amount invoiced by the seller, after deduction of any discounts, rebates, non-trading income or other similar items, plus any additional costs incurred to bring the goods to a saleable condition,
other costs directly attributable to the acquisition and indirect taxes not recoverable from the Spanish taxation
authorities.
Trade discounts are recognised as a reduction in the cost of inventories when it is probable that the conditions for
discounts to be received will be met. Any unallocated discounts are used to reduce the balance of merchandise and
other consumables used in the consolidated income statement.
Purchase returns are recognised as a reduction in the carrying amount of inventories returned, except where it is
not feasible to identify these items, in which case they are accounted for as a reduction in inventories on a weighted
average cost basis.
The previously recognised write-down is reversed against profit and loss when the circumstances that previously
caused inventories to be written down no longer exist or when there is clear evidence of an increase in net realisable
value because of changed economic circumstances. The reversal of the valuation adjustment is limited to the lower
of the cost and the revised net realisable value of the inventories.
Write-downs to net realisable value recognised or reversed on inventories are classified under merchandise and
other consumables used.
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n) Cash and cash equivalents
Cash and cash equivalents recognised in the consolidated statement of financial position include cash in hand and
in bank accounts, demand deposits and other highly liquid investments maturing in less than three months. These
items are recognised at historical cost, which does not differ significantly from their realisable value.
For the purpose of the consolidated statement of cash flows, cash and cash equivalents reflect the items defined
in the paragraph above. Any bank overdrafts are recognised in the consolidated statement of financial position as
financial liabilities from loans and borrowings.

o) Financial liabilities
Financial liabilities are initially recognised at the fair value of the consideration given, less any directly attributable
transaction costs. In subsequent periods, these financial liabilities are carried at amortised cost using the effective
interest method. Financial liabilities are classified as non-current when their maturity exceeds 12 months or the DIA
Group has an unconditional right to defer settlement of the liability for at least 12 months after the reporting period.
Financial liabilities are derecognised when the corresponding obligation is settled, cancelled or has expired. When
a financial liability is substituted by another with substantially different terms, the Group derecognises the original
liability and recognises a new liability, taking the difference in the respective carrying amounts to the consolidated
income statement.
The Group considers the terms to be substantially different if the discounted present value of the cash flows under
the new terms, including any fees paid net of any fees received and discounted using the original effective interest
rate, is at least 10 per cent different from the discounted present value of the remaining cash flows of the original
financial liability.
The Group has contracted reverse factoring facilities with various financial institutions to manage payments to suppliers. Trade payables settled under the management of financial institutions are recognised under trade and other
payables in the consolidated statement of financial position until they have been settled, repaid or have expired.
The amounts paid by the financial institutions as consideration for the acquisition of invoices or payment documents for the trade payables recorded by the Group are recognised under other income in the consolidated income
statement when the invoices or documents are conveyed.
Guarantees received in sublease contracts are measured at nominal amount, since the effect of discounting is immaterial

Derivative financial products and hedge accounting
Derivative financial instruments are initially recognised using the same criteria as those described for financial
assets and financial liabilities. Financial derivatives that do not meet the hedge accounting criteria shown below are
classified as financial assets and liabilities at fair value through profit and loss. Derivative financial instruments are
classified as current or non-current depending on whether their maturity is less or more than 12 months. Derivative
instruments that qualify to be treated as hedging instruments for non-current assets are classified as non-current
assets or liabilities, depending on whether their values are positive or negative.
The criteria for recognising gains or losses arising from changes in the fair value of derivatives depend on whether
the derivative instrument complies with hedge accounting criteria and, where applicable, on the nature of the hedging relationship.
Changes in the fair value of derivatives that qualify for hedge accounting, have been allocated as cash flow hedges
and are highly effective, are recognised in equity. The ineffective portion of the hedging instrument is taken directly
to consolidated profit and loss. When the forecast transaction or the firm commitment results in the recognition of a
non-financial asset or liability, the gains or losses accumulated in equity are taken to the consolidated income statement during the same period in which the hedging transaction has an impact on the net profit or loss.
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At the inception of the hedge the Group formally allocates and documents the hedging relationship between the
derivative and the hedged item, as well as the objectives and risk management strategies applied on establishing the
hedge. This documentation includes the identification of the hedging instrument, the hedged item or transaction and
the nature of the hedged risk. The documentation also considers the measures taken to assess the effectiveness
of the hedge in terms of covering the exposure to changes in the hedged item, whether with respect to its fair value
or attributable cash flows. The effectiveness of the hedge is assessed prospectively and retrospectively, both at the
inception of the hedging relationship and systematically over the period of allocation.
Hedge accounting criteria cease to be applied when the hedging instrument expires or is sold, cancelled or settled, or
when the hedging relationship no longer complies with the criteria to be accounted for as such, or the instrument is
no longer designated as a hedging instrument. In these cases, the accumulated gain or loss on the hedging instrument that has been recognised in equity is not taken to profit or loss until the forecast or committed transaction
impacts on the Group’s results. However, if the transaction is no longer considered probable, the accumulated gains
or losses recognised in equity are immediately transferred to the consolidated income statement.
The fair value of the Group’s derivatives portfolio reflects estimates based on calculations performed using observable market data and the specific tools used widely among financial institutions to value and manage derivative risk.

p) Parent own shares
The Group’s acquisition of equity instruments of the Parent is recognised separately at cost of acquisition in the
consolidated statement of financial position as a reduction in equity, irrespective of the reason for the purchase. Any
gains or losses on transactions with own equity instruments are not recognised in consolidated profit and loss.
The subsequent redemption of the Parent instruments entails a capital reduction equivalent to the par value of the
shares, and the posititive or negative difference between the acquisitaion price and the par value of the shares, which
should be debited on credited on the reserves account.
Any positive or negative difference between the purchase price and the par value of the shares is debited or credited
to reserves. Transaction costs related to own equity instruments, including issue costs related to a business combination, are accounted for as a reduction in equity, net of any tax effect.
Parent own shares are recognised as a component of consolidated equity at their total cost.
Contracts that oblige the Group to acquire own equity instruments, including non-controlling interests, in cash or
through the delivery of a financial asset, are recognised as a financial liability at the fair value of the amount redeemable against reserves. Transaction costs are likewise recognised as a reduction in reserves. Subsequently, the
financial liability is measured at amortised cost or at fair value through consolidated profit or loss in line with the
redemption conditions. If the Group does not ultimately exercise the contract, the carrying amount of the financial
liability is reclassified to reserves.

q) Distributions to shareholders
Dividends, whether in cash or in kind, are recognised as a reduction in equity when approved by the shareholders at
their annual general meeting.

r) Employee benefits
Defined benefit plans
The Group includes plans financed through the payment of insurance premiums under defined benefit plans where a
legal or constructive obligation exists to directly pay employees the committed benefits when they become payable
or to pay further amounts in the event that the insurance company does not pay the employee benefits relating to
employee service in the current and prior periods.
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Defined benefit liabilities recognised in the consolidated statement of financial position reflect the present value of
defined benefit obligations at the reporting date, minus the fair value at that date of plan assets.
In the event that the result of the operations described in the paragraph above is negative, i.e. it results in an asset,
the Group recognises the resulting asset up to the limit of the present value of any economic benefits available in the
form of refunds from the plan or reductions in future contributions to the plan. Economic benefits are available to the
Group when they are realisable at some point during the life of the plan or on settlement of plan liabilities, even when
not immediately realisable at the reporting date.
Income or expense related to defined benefit plans is recognised as employee benefits expense and is the sum of the
net current service cost and the net interest cost of the net defined benefit asset or liability. Remeasurements of the
net defined benefit asset or liability are recognised in other comprehensive income , comprising actuarial gains and
losses, return on plan assets and any change in the effect of the asset ceiling, excluding amounts included in net interest on the net defined benefit liability or asset. The costs of managing the plan assets and any tax payable by the
plan itself, other than tax included in the actuarial assumptions, are deducted when determining the return on plan
assets. Any amounts deferred in other comprehensive income are reclassified to retained earnings during that year.
The Group recognises the past service cost as an expense for the year at the earlier of when the plan amendment or
curtailment occurs and when the Group recognises related restructuring costs or termination benefits.
The present value of defined benefit obligations is calculated annually by independent actuaries using the Projected
Unit Credit Method. The discount rate of the net defined benefit asset or liability is calculated based on the yield on
high quality corporate bonds of a currency and term consistent with the currency and term of the post-employment
benefit obligations.
The fair value of plan assets is calculated applying the principles of IFRS 13 Fair Value Measurement. In the event
that plan assets include insurance policies that exactly match the amount and timing of some or all of the benefits
payable under the plan, the fair value of the insurance policies is equal to the present value of the related obligations.
The Group only offsets an asset relating to one plan against the liability of another plan provided that it has a legally enforceable right to use a surplus in one plan to settle its obligation under the other plan, and when it intends to
settle the obligation on a net basis, or to realise the surplus on one plan and settle its obligation under the other plan
simultaneously.
Assets and liabilities arising from defined benefit plans are recognised as current or non-current based on the period
of realisation of related assets or settlement of related liabilities.

Termination benefits
Termination benefits paid or payable that do not relate to restructuring processes in progress are recognised when
the Group is demonstrably committed to terminating the employment of current employees prior to retirement date.
The Group is demonstrably committed to terminating the employment of current employees when it has a detailed
formal plan and is without realistic possibility of withdrawing or changing the decisions made.

Restructuring-related termination benefits
Restructuring-related termination benefits are recognised when the Group has a constructive obligation, that is,
when it has a detailed formal plan for the restructuring and there is valid expectation on the part of those affected
that the restructuring will be carried out because the Group has already started to implement the plan or has announced its main features to those affected by it.

Employee benefits
The Group recognises the expected cost of short-term employee benefits in the form of accumulating compensated
absences when the employees render service that increases their entitlement to future compensated absences. In
the case of non-accumulating compensated absences, the expense is recognised when the absences occur.
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s) Provisions
Provisions are recognised when the Group has a present obligation (legal or implicit) as a result of a past event, the
settlement of which requires an outflow of resources which is probable and can be estimated reliably. If it is virtually
certain that some or all of a provisioned amount will be reimbursed by a third party, for example through an insurance contract, an asset is recognised in the consolidated statement of financial position and the related expense is
recognised in the consolidated income statement, net of the foreseen reimbursement. If the time effect of money is
material, the provision is discounted, recognising the increase in the provision due to the time effect of money as a
finance cost.
The Group is undergoing legal proceedings and tax inspections in a number of jurisdictions. As a result, management uses significant judgement when determining whether it is probable that the process will result in an outflow
of resources and when estimating the amount, so that the relevant provision can be made if necessary. The Group
recognises a provision if it is probable that an obligation will exist at year end which will give rise to an outflow of
resources embodying economic benefits provided that the outflow can be reliably measured.
Assessments of the existence of provisions for onerous contracts are based on the present value of unavoidable
costs, determined as the lower of the contract costs, net of any income that could be generated, and any compensation or penalties payable for non-completion.

t) Share-based payments for goods and services
(i) Equity-settled share-based payment transactions
The Group recognises personnel expenses for services rendered as they are accrued over the period in which the
equity instruments vest, as well as the corresponding increase in equity, under the caption Other equity instruments
at the fair value of the equity instruments at the award date.
•

If the equity instruments granted vest immediately on the grant date, the services received are recognised in full,
with a corresponding increase in equity;

•

If the equity instruments granted do not vest until the employees complete a specified period of service, those
services are accounted for during the vesting period, with a corresponding increase in equity.

The Group determines the fair value of the instruments granted to employees by reference to the market quotation
value at the grant date.
Market conditions and other non-vesting conditions are taken into account when assessing the fair value of the
instrument. Other vesting conditions are taken into account by adjusting the number of equity instruments included
in the measurement of the transaction amount so that, ultimately, the amount recognised for services received is
based on the number of equity instruments expected to vest. Consequently, the Group recognises the amount for the
services received during the vesting period based on the best available estimate of the number of equity instruments
expected to vest and revises that estimate if subsequent information indicates that the number of equity instruments
expected to vest differs from previous estimates.
The average number of shares expected to be delivered is calculated with the help of an independent expert, who
performs the following:
•

Regular updating of all relevant information for valuations taking into account the characteristics of the Plan,
and information on the variable metrics of DIA and comparable companies.

•

Application of a mathematical model, jointly modelling the financial variables using stochastic simulation techniques (Monte Carlo) to obtain the average number of shares expected to be handed over.
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If the service period is prior to the plan award date, the Group estimates the fair value of the consideration payable,
to be reviewed on the plan award date itself.
Once the services received and the corresponding increase in equity have been recognised, no additional adjustments are made to equity after the vesting date, although any necessary reclassifications in equity may be made.
When the shares are handed over, the difference between the amount at which own shares acquired are booked and
the amount recognised as Other equity instruments is taken to reserves. Shares granted to employees are net of
withholdings applicable, calculated based on the fair value of the shares at the delivery date.
Management is required to provide an opinion on and estimate the total obligation derived from these plans and the
part of this obligation accrued at 31 December 2017 based on the extent to which the conditions for receipt have
been met (see note 18).

(ii) Tax effect
In accordance with prevailing tax legislation in Spain and other countries in which the Group operates, costs settled
through the delivery of share-based instruments are deductible in the tax period in which delivery takes place, in
which case a temporary difference arises as a result of the time difference between the accounting recognition of the
expense and its tax-deductibility.

u) Grants, donations and bequests
Grants, donations and bequests are recorded as a liability when, where applicable, they have been officially awarded
and the conditions attached to them have been met or there is reasonable assurance that they will be received.
Monetary grants, donations and bequests are measured at the fair value of the sum received, whilst non-monetary
grants, donations and bequests received are accounted for at fair value.
In subsequent years, grants, donations and bequests are recognised as income as they are applied.
Capital grants are recognised as income over the same period and in the proportions in which depreciation on those
assets is charged or when the assets are disposed of, derecognised or impaired.

v) Income tax
Income tax in the consolidated income statement comprises total debits or credits deriving from income tax paid by
Spanish Group companies and those of a similar nature of foreign entities.
The income tax expense for each year comprises current tax and, where applicable, deferred tax.
Current tax assets or liabilities are measured at the amount expected to be paid to or recovered from the taxation
authorities. The tax rates and tax laws used to calculate these amounts are those that have been enacted or substantially enacted at the reporting date.
Deferred tax liabilities reflect income tax payable in future periods in respect of taxable temporary differences while
Deferred tax assets reflect income tax recoverable in future periods in respect of deductible temporary differences,
tax loss carryforwards pending offset and unused tax credits. Temporary differences are differences between the
carrying amount of an asset or liability and its tax base.
The Group calculates deferred tax assets and liabilities using the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled, based on tax rates and tax laws that have been enacted or substantially enacted at the end of the reporting period.
Deferred tax assets and liabilities are not discounted at present value and are classified as non-current irrespective
of the reversal date.
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At each close the Group analyses the carrying amount of the deferred tax assets recognised and makes the necessary adjustments where doubts exist regarding their future recovery. Deferred tax assets not recognised in the consolidated statement of financial position are also re-evaluated at each accounting close and are recognised when
their recovery through future tax profits appears likely, as specified in note 2.4 (a).
Current and deferred tax are recognised as income or expense and included in profit or loss for the year, except to the
extent that the tax arises from a transaction or event which is recognised, in the same or a different year, directly in
equity, or from a business combination.
The Group only offsets tax assets and liabilities if they have a legally enforceable right to offset the recognised
amounts and it intends to either settle on a net basis or realise the assets and settle the liabilities simultaneously.
The Group only offsets deferred tax assets and liabilities if the right to offset current tax assets and liabilities has
been legally recognised and the deferred tax assets and liabilities are assessed by the same taxation authority and
are levied on the same entity, and where the tax authorities permit the entity or a group of entities to settle on a net
basis, or to realise the asset and settle the liability simultaneously for each of the future years in which significant
amounts of deferred tax assets or liabilities are expected to be recovered or settled.
Deferred tax assets and liabilities are recognised in the consolidated statement of financial position under non-current assets or liabilities, irrespective of the expected date of recovery or settlement.

w) Segment reporting
An operating segment is a component of the Group that engages in business activities from which it may earn revenues and incur expenses, whose operating results are regularly reviewed by the Group’s chief operating decision
maker to make decisions about resources to be allocated to the segment and assess its performance, and for which
discrete financial information is available.

x) Classification of assets and liabilities as current and non-current
The Group classifies assets and liabilities in the consolidated statement of financial position as current and non-current. Current assets and liabilities are determined as follows:
Assets are classified as current when they are expected to be realised or are intended for sale or consumption in the
Group’s normal operating cycle, they are held primarily for the purpose of trading, they are expected to be realised
within 12 months after the reporting date or are cash or a cash equivalent, unless the assets may not be exchanged
or used to settle a liability for at least 12 months after the reporting date.
Liabilities are classified as current when they are expected to be settled in the Group’s normal operating cycle, they
are held primarily for the purpose of trading, they are due to be settled within 12 months after the reporting date or
the Group does not have an unconditional right to defer settlement of the liability for at least 12 months after the
reporting date.

y) Environmental issues
The Group takes measures to prevent, reduce or repair the damage caused to the environment by its activities.
Expenses derived from environmental activities are recognised as other operating expenses in the period in which
they are incurred. The Group recognises environmental provisions if necessary.

z) Related party transactions
Sales to and purchases from related parties are carried out under the same conditions as those existing in transactions between independent parties.

+
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aa) Interest
Interest is recognised using the effective interest method. The effective interest rate is the rate that exactly discounts
estimated future cash flows through the expected life of a financial instrument to the net carrying amount of that
financial instrument based on the contractual terms of the instrument and not considering future credit losses.

4. Information on operating segments
In terms of the criteria for aggregation of operating segments, the DIA Group’s internal organisation is based on the
maturity of the markets in which it operates. These management criteria have led to the existence of two segments,
Iberia and Emerging countries, with similar economic characteristics; specifically, commercial penetration of organised distribution in each of the markets, inflation rates and potential overall growth (GDP, consumer spending, etc.).
In the Emerging countries segment, the countries are characterised by developing markets with a significant growth
potential, whereas in the Iberia segment, the countries are more mature, with more saturated markets, and therefore,
less growth potential.
The Group is organised into business units, based on the countries in which it operates, and has two reporting segments:
•
•

Iberia (Spain, Portugal and Switzerland).
Emerging Countries (Brazil, Argentina, Paraguay and China).).

Management monitors the operating results of its business units separately in order to make decisions on resource
allocation and performance assessment. Segment performance is evaluated based on operating profit or loss (EBITDA). However, Group financing (including finance costs and finance income) and income taxes are managed at Group
level and are not allocated to operating segments.
Transfer prices between operating segments are on an arm’s length basis similar to transactions with third parties.
Details of the key indicators expressed by segment are as follows:

+
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Details of EBITDA by consolidated income statement item are as follows:

Details of revenues and non-current assets (except for financial assets and deferred tax assets), by country, are as
follows:

+
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5. Property, plant and equipment
Details of property, plant and equipment and movements are as follows:

+
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Additions in property, plant and equipment in the Group during 2017 and 2016 mainly comprise refurbishments, remodelling and the opening of new stores to new formats, as follows:

Disposals for 2017 and 2016 primarily comprise the assets relating to the sale of certain warehouses and stores owned by
the DIA Group and their subsequent leases and also items replaced as a result of the aforementioned improvements and
disposals due to store closures.
Note 19.5 includes the impairment of property, plant and equipment recorded in 2017 and 2016 under the income statement caption Amortisation and impairment. The impairment has been recognised at CGU level based on Management
estimates, in line with the criteria defined in note 3 j) (ii).
Details of the cost of fully depreciated property, plant and equipment in use at 31 December are as follows:

+
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The Group has taken out insurance policies to cover the risk of damage to its property, plant and equipment. The coverage of these policies is considered sufficient.
The composition of payments for investments in property, plant and equipment recorded in the cash flow statement is as
follows:

Finance leases
Finance leases have been arranged for the stores at which the Group’s principal activities are carried out. There are
also finance leases for technical installations, machinery and other fixed assets (vehicles). Details of items of property, plant and equipment under finance leases and hire purchase contracts are as follows:

+
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The amount of the cost indicated in the previous breakdown corresponds, in every case, with the fair value of the
assets at the date on which the financial lease contracts were signed.
Interest incurred on finance leases totalled Euros 2,317 thousand in 2017 and Euros 3,532 thousand in 2016 (see
note 19.7).
Future minimum lease payments under finance leases, together with the present value of the net minimum lease
payments, are as follows:

Future minimum lease payments are reconciled with their present value as follows:

+
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6. Intangible assets
6.1. Goodwill
Details of goodwill by operating segment before aggregation and movement during the period are as follows:

The goodwill reported by the Group relates to the following business combinations:

For impairment testing purposes, goodwill has been allocated to DIA’s cash-generating units up to country level.
The recoverable amount of a group of CGUs is determined based on its value in use. These calculations are based on
cash flow projections from the five-year financial budgets approved by management. Cash flows beyond this five-year period are extrapolated using the estimated growth rates indicated below. The growth rate should not exceed
the average long-term growth rate for the distribution business in which the Group operates.
The impairment provision in 2017, amounting to Euros 4,590 thousand, corresponds to 11 stores, (in 2016 impairment was Euros 295 thousand and corresponded to one store which was closed in 2017).
The following main assumptions are used to calculate value in use:

+
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(1) Weighted average annual growth rate of sales for the five-year projected period
(2) Weighted average growth rate used to extrapolate cash flows beyond the budgeted period
(3) Pre-tax discount rate applied to cash flow projections.
The rise in the average annual growth rate for Spain is due to the increased number of store openings planned for the
coming years in the new formats.
These assumptions have been used to analyse each group of CGUs within the business segment.
The Group determines budgeted weighted average sales growth based on estimated future performance and market
forecasts.
Group management considers that the average weighted growth rates for sales over the next five years are consistent with past performance, taking into account expansion plans, store refits to new formats and trends in macroeconomic indicators (population, inflation in food prices, etc.).
According to the assumptions used to forecast cash flows, the gross margin will remain stable throughout the budgeted period.
The weighted average growth rates of cash flows in perpetuity are consistent with the forecasts for the industry’s
expected evolution. The discount rates used are pre-tax values calculated by weighting the cost of equity against the
cost of debt using the average industry weighting. The cost of equity in each country is calculated considering the
following factors: the risk-free rate of the country, the industry adjusted beta, the market risk differential and the size
of the company.
In all cases sensitivity analyses are performed in relation to the discount rate used and the growth rate of cash flows
in perpetuity to ensure that reasonable changes in these assumptions would not have an impact on the possible recovery of the goodwill recognised. Specifically, a variation of 200 basis points in the discount rate used, a 0% growth
rate of income in perpetuity, a 20 bps fall in the EBITDA margin or a 1% reduction in the average growth rate of sales,
would not result in the impairment of any of the goodwill recognised.

For all the other countries, the following assumptions are used to calculate value in use of property, plant and equipment and intangible assets:

+
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6.2 Other intangible assets
Details of other intangible assets and movements are as follows:
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Additions in intangible assets in the Group during 2017 and 2016 mainly comprise the development of IT projects
carried out in-house in Iberia. Computer software was also acquired. Details are as follows:

Note 19.5 includes the impairment of intangible assets recorded in 2017 and 2016 under the income statement caption Amortisation and impairment.
Details of fully amortised intangible assets at each year end are as follows:
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7. Operating leases
The Group has approximately 8,000 operating leases in place. In general terms, the operating leases on stores only
establish the payment of a fixed monthly charge which is reviewed annually in line with and index linked to the rate
of inflation. Operating leases generally do not include clauses establishing variable amounts such as turnover-based
fees, or contingent rent amounts.
Leases on warehouses generally have the same characteristics as for stores. The Group has purchase options on
several warehouse leases, which are included in off-balance sheet commitments (see note 20.1).
During 2017 and 2016 sale and leaseback contracts were signed for certain warehouses and stores with terms of
between 20 and 25 years and a minimum tie-in period of between 2 and 10 years (see notes 5 and 19.1).
Details of the main operating lease contracts in force at 31 December 2017 are as follows:

+
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Operating lease payments are recognised in the consolidated income statement as follows:

Future minimum payments under non-cancellable operating leases are as follows:

The majority of the lease contracts signed by the Group contain clauses allowing them to be terminated at any time
throughout their useful lives, once the mandatory tie-in period has elapsed, by informing the lessor of this decision
with the agreed period of notice, which is generally under three months. Total lease commitments amount to a similar amount to annual lease expenses.
Sublease revenues amount to Euros 30,455 thousand (Euros 26,415 thousand at 31 December 2016) (see note 19.1)
and comprise revenues from rights-of-use transferred to franchisees, as well as the amounts received from concessionaires to carry out their activities. In general terms, the duration of these contracts is under one year, tacitly renewable in those that establish a monthly fixed rent with an additional turnover-based fee. The consolidated income
statement does not include any contingent income in respect of these contracts.
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8. Financial assets
Details of financial assets in the consolidated statements of financial position at 31 December are as follows:

8.1. Trade and other receivables
Details of trade and other receivables are as follows:

a) Trade receivables
This balance comprises current and non-current trade receivables for merchandise sales to customers. Details are
as follows:

+

+
45

Financial Report

+

+

These trade balances are measured at present value and have generated interest of Euros 2,382 thousand in 2017
(Euros 2,743 thousand in 2016), which has been recognised in the consolidated income statement.
b) Receivables from suppliers
This caption includes balances receivable from suppliers.
In 2017 the Group entered into agreements to transfer supplier trade receivables with and without recourse (see
notes 3 (l) and 22 d)). The accrued finance cost of the transfer of these receivables amounted to Euros 240 thousand in 2017 (Euros 139 thousand in 2016) (see note 19.7). The transferred receivables that had not yet fallen due
at 31 December 2017 totalled Euros 99,624 thousand (Euros 88,449 thousand in 2016) and all were considered to be
without recourse.
c) Trade debts with other related parties
During 2017, transactions have been carried out with the companies ICDC, Red Libra and CD Supply Innovation (see
note 21), mainly corresponding to trade operations.
d) Impairment
Movements in the provision for impairment of receivables (see other disclosures on credit risk in note 22 d)) were as
follows:
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8.2 Other financial assets

“Non-current security and other deposits” are the amounts pledged to lessors to secure lease contracts. These
amounts are measured at present value and any difference with their nominal value is recognised under prepayments for current or non-current assets. The interest on these assets included in the consolidated income statement
in 2017 amounted to Euros 293 thousand (Euros 495 thousand in 2016).
At 31 December 2017 and 2016, “Other non-current guarantees” consist of the amount withheld from the sellers in
the acquisition of establishments from the Eroski Group, which will be released after five years, in accordance with
the addendum to the framework contract signed on 7 August 2015 (see note 15.2).
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In both years “Other loans” mainly consisted of loans extended by the Group to employees.
An asset derived from sales tax in Brazil is the main component of the non-current balance under “Other financial
assets” in 2017 and 2016.

8.3. Current and non-current consumer loans from financing activities
In 2017, after transferring these loans to non-current assets held for sale of the company FINANDIA, EFC, the balance of this caption solely relates to DIA Argentina and comprises loans granted to individuals resident in Argentina;
calculated at amortised cost, which does not differ from their fair value.
Interest and similar income from these assets recognised in the consolidated income statement at 31 December
2017 amounted to Euros 2,033 thousand (Euros 1,700 thousand at 31 December 2016) (see note 19.1).

9. Other equity-accounted investees
The balance under equity-accounted investees in 2017 and 2016 reflects the 50% investment of ICDC Services Sàrl,
which began operations in the first half of 2016. In addition, in 2017 this balance includes the 50% ownership interests
of the companies Red Libra Trading Services, S.L. and CD Supply Innovation, S.L., which commenced activity in the
second half of 2017. Also, in 2016, DIA Paraguay’s entry into the consolidated Group resulted in the acquisition of an
indirect 10% interest in DIPASA (see note 1).
The key financial indicators of these companies in 2017 are as follows:

10. Other assets
Details of other assets are as follows:

+
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11. Inventories
Details of inventories are as follows:

At 31 December 2017 and 2016 there are no restrictions to the availability of any inventories.
The Group has taken out insurance policies to cover the risk of damage to its inventories. The coverage of these policies is considered sufficient.

12. Cash and cash equivalents
Details of cash and cash equivalents are as follows:

Balances in current accounts earn interest at applicable market rates. Current investments are made for daily, weekly
and monthly periods and have generated interest ranging from 0.04% to 0.10% in 2017 and from 0.05% to 0.15% in
2016.
The balance of cash equivalents at 31 December 2017 mainly reflects the deposits maturing at under three months in
Brazil. At 31 December 2016 it included deposits maturing at under three months in Spain and Brazil.

13. Disposal groups held for sale and discontinued operations
In the first quarter of 2017, the DIA Group began a process to explore strategic alternatives in its China business,
classifying the assets and liabilities of its companies, DIA Tian Tian Management Consulting Service & Co. Ltd. and
Shanghai DIA Retail Co. Ltd., as held for sale. In accordance with IFRS 5, the Company has discontinued the operations
of its China business, re-stating the accounts for the prior year for comparability purposes (see note 1).
Furthermore, during the last quarter of 2017, the DIA Group began a process to explore strategic alternatives in the
business of its financial entity, Finandia, E.F.C., S.A., classifying the assets and liabilities of this company as held for
sale at 31 December 2017, in accordance with IFRS 5 (see notes 1 and 24).
The results of the Group’s discontinued operations, which correspond to the activity of the China business are as follows for 2017 and 2016:
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The effect on the cash flow of the Group’s discontinued operations in 2017 and 2016 is as follows:

The results of activities discontinued by the Group in both years correspond in their entirety to the Parent.
Assets and liabilities classified as held for sale in 2017 are as follows:

+
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14. Equity
14.1. Capital
At 31 December 2017 and 2016 share capital was Euros 62,245,651.30, represented by 622,456,513 shares of Euros
0.10 par value each, subscribed and fully paid. These shares are freely transferable.
The Parent’s shares are listed on the Spanish stock markets. According to public information filed with the Spanish
National Securities Market Commission, the members of the board of directors control approximately 0.245% of the
Parent’s share capital at the date of authorising these annual accounts for issue.
According to the same public information, the most significant shareholdings at the reporting date of these annual
accounts are as follows:

On 28 July 2017, Letterone Investment Holdings, S.A. (hereinafter “Letterone”) reached a collateralised agreement to
buy in instalments 62.2 million ordinary shares, which represents 10.0% of the share capital of the Parent, through LTS
Investment S.à.r.l., a solely-owned direct subsidiary of Letterone. On 19 January 2018, the termination date of this
agreement, Letterone has increased its ownership stake in DIA to 93.4 million ordinary shares, equivalent to 15.0% of
the share capital of the Parent. Hence, at the date of preparation of these annual accounts, Letterone holds 25.001%
of the share capital of DIA.
The Group manages its capital with the aim of safeguarding its capacity to continue operating as a going concern, so
as to continue providing shareholder remuneration and benefiting other stakeholders, while maintaining an optimum
capital structure to reduce the cost of capital.
To maintain and adjust the capital structure, the Group can adjust the amount of dividends payable to shareholders,
reimburse capital, issue shares or dispose of assets to reduce debt.

+
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Like other groups in the sector, the DIA Group controls its capital structure on a debt ratio basis. This ratio is calculated as net debt divided by adjusted EBITDA. Net debt is the sum of financial debt less cash and other items. Adjusted
EBITDA comprises earnings before depreciation and amortisation, impairment and gains/losses on disposal of assets
and other excluded elements, as stated in note 19.9.
In view of the ratios for 2017 and 2016, net debt has been calculated as follows:

(*) Adjusted EBITDA in note 19.9

14.2. Reserves and retained earnings
Details of reserves and retained earnings are as follows:

The Parent’s legal reserve is appropriated in compliance with article 274 of the Spanish Companies Act, which requires
that companies transfer 10% of profits for the year to a legal reserve until this reserve reaches an amount equal to 20%
of share capital. The legal reserve is not distributable to shareholders and if it is used to offset losses, in the event that
no other reserves are available, the reserve must be replenished with future profits. At 31 December 2017, the Parent
has appropriated to this reserve more than the minimum amount required by law.
An amount equal to the par value of the own shares redeemed in 2015 and 2013 was appropriated to the redeemed
capital reserve. It will only be available once the Parent meets the conditions for reducing share capital set forth in
article 335.c) of the Spanish Companies Act.
Other non-distributable reserves include a Parent company reserve amounting to Euros 15,170 thousand, which is
non-distributable and arose as a result of the entry into force of Royal Decree 602/2016, which eliminated the concept of intangible assets with indefinite useful lives, establishing that from 1 January 2016, these would be subject to
amortisation. At 31 December 2016, after the publication of this Royal Decree, this reserve, which up to that date was
on account of goodwill, was transferred to voluntary reserves, remaining non-distributable. Once the net amount of the
goodwill exceeds the carrying amount, it may be transferred to freely distributable reserves.
Other reserves include the reserves of the Parent and consolidation reserves, as well as the reserve for the translation
of capital into Euros, totalling Euros 62.07. This non-distributable reserve reflects the amount by which share capital
was reduced in 2001 as a result of rounding off the value of each share to two decimals.
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At 31 December 2017 and 2016, the Parent’s distributable reserves amount to Euros 118,616 thousand and Euros
41,783 thousand, respectively.

14.3. Other own equity instruments
a) Own shares
Changes in own shares in 2017 and 2016 are as follows:

Purchases carried out in 2016 were to cover the needs of the “2016-2018 Long-Term Incentive Plan” (LTIP) approved
by the shareholders at the general meeting held on 22 April 2016 as remuneration for Group executives.
Shares transferred during 2017 and 2016 generated charges of Euros 559 and 3,224 thousand to other reserves.
b) Other own equity instruments
This reserve includes obligations derived from equity-settled share-based payment transactions following the approval by the board of directors and shareholders of the 2014-2016 long-term incentive plan and the 2016-2018 incentive
plan (see note 18).

14.4. Dividends
Details of dividends paid are as follows:
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Dividends per share (in Euros) are calculated based on the number of shares that entitle the holder to dividends at the
distribution date, which in 2017 was 612,072,653 (611,055,470 shares in 2016).
The proposed distribution of the Parent’s 2017 profit to be submitted to the shareholders for approval at their ordinary
general meeting is as follows:

(*) The directors have proposed that an ordinary dividend of Euros 0.18 (gross) be distributed for each of the shares
with the corresponding economic rights. This figure is an estimate based on there being 612,145,880 shares that confer the right to receive this dividend, following any necessary corrections. This estimate may vary depending on several
factors, including the volume of shares held by the Parent.
The distribution of profit for 2016, approved by the shareholders at the ordinary general meeting held on 28 April 2017,
was as follows:

14.5. Earnings per share
Basic earnings per share are calculated by dividing net profit for the period attributable to the Parent by the weighted
average number of ordinary shares in circulation throughout the period, excluding own shares.
The weighted average number of ordinary shares outstanding is determined as follows:

Details of the calculation of basic earnings per share are as follows:
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There are no equity instruments that could have a dilutive effect on earnings per share. Diluted earnings per share are
therefore equal to basic earnings per share.

14.6. Non-controlling interests
Non-controlling interests at 31 December 2017 and 2016 reflect that held in Compañía Gallega de Supermercados,
S.A.

14.7. Translation differences
Details of translation differences at 31 December 2017 and 2016 are as follows:
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15. Financial liabilities
Details of financial liabilities in the consolidated statement of financial position at 31 December are as follows:

15.1 Borrowings
Details of borrowings are as follows:

a) Debentures and bonds
The Parent has outstanding bonds with a nominal value of Euros 905,700 thousand at 31 December 2017 (Euros
800,000 thousand at 31 December 2016), all of which were issued as part of a Euro Medium Term Note programme
approved by the Central Bank of Ireland. Details of bond issues are as follows:

+
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Movement in bond issues during 2017 and 2016 is as follows:

On 27 March 2017, the Parent successfully completed a bond issue amounting to Euros 300,000 thousand, with an
issue price of 99.092% and an annual coupon of 0.0875%. These bonds were issued on the Irish Stock Exchange.
On 7 April 2017, a bond swap was performed on a portion of the bonds from the previous placement issued on the
same day, for 1,943 bonds (nominal amount of Euros 194,300 thousand) of the issue carried out on 22 July 2014. Once
the swap was completed, the acquired bonds were amortised and written off, leaving 3,057 current bonds from that
placement in circulation.
This swap has been treated as a renegotiation under IAS 39, whereby an exchange of financial instruments between
the borrower and the lender is carried out, the latter assuming the risk of the new issue, the risk of not completing the
exchange of the amortised and issued debt and the risk of a variation in price between the bonds acquired and issued.
Furthermore, the new contract is not substantially different to the original, given that the current discounted value of
the cash flows on the bonds swapped under the new issue using the original interest rate differ by less than 10% from
the present value of the discounted cash flows still remaining from the original swapped bonds.
As a result the original swapped bonds have been written off at their carrying value and the associated expenses have
not had an impact on profit and loss.
On 18 April 2016, the Parent successfully completed a second bond issue amounting to Euros 300,000 thousand, with
an issue price of 99.424% and an annual coupon of 1.000%. These bonds were issued on the Irish Stock Exchange.
b) Loans and borrowings
Syndicated loans
These types of loans have been extended to the Parent by various national and foreign entities. Details at 31 December
2017 and 2016 are as follows:
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On 28 June 2017, the Parent signed a modification to the existing syndicated loan taken out in July 2014 and expiring
on 3 July 2019. The new loan is not substantially different to the original; the amount of Euros 400,000 is reduced to
Euros 300,000 and the term of the loan is extended for 5 years until 28.06.2022.
In March 2017 the second and final extension to the syndicated loan arranged in April 2015 was carried out for Euros
225,000 thousand maturing in April 2020. In March 2016 the first extension to the syndicated loan was carried out.
These loans are subject to compliance with certain covenant ratios linked thereto, as defined in the agreement. At
31 December 2017 all covenant ratios, which are calculated on the basis of the DIA Group’s consolidated annual accounts, have been met. Details are as follows:

Total net debt and Ebitda figures are calculated according to the definition included in the syndicated contract. Thus,
these figures do not agree with the figures included in the notes 4 and 14.1 in this document.
Mortgage and other bank loans
Details of the maturity of mortgage and other bank loans, grouped by type of operation and company, at 31 December
2017 and 2016 are as follows:
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Mortgage loans have been secured by certain properties owned by the Group and accrue interest at rates between
1.84% and 2.00% at 31 December 2017.
During 2017 the following operations have been carried out:
•

On 15 December 2017, the Parent repaid in advance a Euros 30,000 thousand loan with maturity in December
2018.

•

On 15 December 2017, the Parent entered into a Euros 30,000 thousand loan with maturity in December 2020.

•

On 30 November 2017, the company Twins Alimentación repaid in advance a mortgage loan of Euros 1,285 thousand signed in March 2017 with maturity on 23 March 2019.

•

On 7 April 2017, the company Beauty by DIA repaid in advance a mortgage loan of Euros 543 thousand signed in
November 2010 with maturity on 23 November 2017.

In 2016 the Parent repaid in advance a Euros 60,000 thousand loan signed in December 2015 and another Euros 50,000
thousand loan arranged in 2016. A new loan amounting to Euros 101,000 thousand was arranged in December 2016.
Credit facilities
The Group has arranged credit facilities with various financial institutions, subject to the following limits (in thousands
of Euros) at each year end:

Moreover, at 31 December 2017 and 2016 the Parent has other uncommitted credit facilities, with a limit of Euros
210,000 thousand in both years. The credit facilities that the Group held in 2017 and 2016 accrued interest at market
rates.
c) Other financial liabilities
Other financial liabilities include the prevailing “Equity Swap” contracts signed by the Parent. The main characteristics
of the contracts held at 31 December 2017 and 2016 are as follows:
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Since the contract settlement is by means of physical liquidation, the Parent undertakes to repurchase the shares at
the maturity date of each “Equity Swap”, with no transferability restrictions.
The valuation method for each contract is determined on the basis of the evolution of the share price with respect to
the price set in the contract and the coupon accrued.
d) Maturity of borrowings
The maturities of borrowings are as follows:

15.2 Other non-current financial liabilities
Details of other non-current financial liabilities are as follows:

At 31 December 2017 and 2016 “Other non-current financial liabilities” of Euros 2,000 thousand reflect the amounts
withheld from the seller in the acquisition of establishments from the Eroski Group, which will be released after five
years, in accordance with the addendum to the framework contract signed on 7 August 2015 (see note 8.2).
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15.3 Trade and other payables
Details are as follows:

“Suppliers” and “Trade payables” essentially include current payables to suppliers of goods and services, including
those represented by accepted giro bills and promissory notes.
Suppliers, other related parties mainly include current payables for supplies of goods by its associate CDSI.
“Trade and other payables” do not bear interest.
The Group has payables discounting operations with limits of Euros 616,898 thousand and Euros 678,061 thousand at
31 December 2017 and 2016, respectively. Drawdowns total Euros 367,294 thousand at 31 December 2017 and Euros
333,258 thousand at 31 December 2016.
The information required from Spanish DIA Group companies under the reporting requirement established in Spanish
Law 15/2010 of 5 July 2010, which amended Spanish Law 3/2004 of 29 December 2004 and introduced measures to
combat late payments in commercial transactions, is as follows:

* Receptions unbilled and invoices included in the confirming lines at the year end previously mencioned, are not included in this amount.

15.4 Other financial liabilities
Details of other financial liabilities are as follows:
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15.5 Fair value estimates
The fair value of financial assets and liabilities is determined by the amount for which the instrument could be exchanged between willing parties in a normal transaction and not in a forced transaction or liquidation.
The Group generally applies the following systematic hierarchy to determine the fair value of financial assets and
financial liabilities:
•

Level 1: Firstly, the Group applies the quoted prices of the most advantageous active market to which it has immediate access, adjusted where appropriate to reflect any differences in credit risk between instruments traded
in that market and the one being valued. The current bid price is used for assets held or liabilities to be issued
and the asking price for assets to be acquired or liabilities held. If the Group has assets and liabilities with offsetting market risks, it uses mid-market prices for the offsetting risk positions and applies the bid or asking price
to the net position, as appropriate.

•

Level 2: When current bid and asking prices are unavailable, the price of the most recent transaction is used,
adjusted to reflect changes in economic circumstances.

•

Level 3: Otherwise, the Group applies generally accepted valuation techniques using, insofar as is possible, market data and, to a lesser extent, specific Group data.

The carrying amount of financial assets of the Group, based on the different categories, is as follows:

The carrying amount of the assets classified as loans and receivables does not significantly differ from their fair value.
The carrying amount and the fair value of financial liabilities of the Group, based on the different categories and hierarchy levels, is as follows:
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The carrying amount of the liabilities classified as loans and payables does not significantly differ from their fair value.
Derivative financial instruments are contracted with financial institutions with sound credit ratings. The fair value of
derivatives is calculated using valuation techniques based on observable market data for forward contracts (level 2).
The fair value of non-current listed instruments and bonds has been measured based on listed market prices (level 1).
The fair value of the equity swaps based on their quoted price at 31 December 2017 and 2016 (level 1).
The reconciliation between financial liabilities on the balance sheet and the cash flows from financing activities is as
follows:
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16. Provisions
Details of provisions are as follows:

As regards the provisions for taxes deriving from the risk of tax inspections, in 2017 the Parent has made provisions
of Euros 3,751 thousand.
In 2017 and 2016, charges and applications of provisions for lawsuits filed by employees (related to social security
contributions) include labour contingencies mainly in Brazil and Argentina.
With regard to legal provisions, in 2017 provisions of Euros 2,033 thousand were made in Brazil and Euros 1,402 thousand in Spain to cover litigations with third parties.
The reversals of these provisions in both years were due to contract risks that did not materialise.

17. Tax assets and liabilities and income tax
Income tax
Details of the income tax expense/income are as follows:
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Due to the different treatment of certain transactions permitted by tax legislation, the accounting profit of each Group
company differs from taxable income.
A reconciliation of accounting profit for the year with the total taxable income of the Group (calculated as the sum of
the taxable income stated in the tax return of each Group company) is as follows:

The tax rates of each of the different countries or jurisdictions in which the Group operates have been taken into account to perform this reconciliation. Details of these rates are as follows:

+

+

65

Financial Report

+

+

The Spanish companies Distribuidora Internacional de Alimentación, S.A. (parent) and Twins Alimentación, S.A., PeTra Servicios a la Distribución, S.L., Beauty by Dia, S.A., Grupo El Árbol Distribución y Supermercados S.A., Compañía
Gallega de Supermercados S.A. and Dia Eshopping, S.L. (subsidiaries) filed consolidated tax returns in 2017 as part of
tax group 487/12, pursuant to Title VII, Chapter VI of the Spanish Corporate Income Tax Law 27/2014 of 27 November
2014.
In 2018, the tax rate applicable in Argentina is to decrease from the rate of 35% applicable in 2017 to 30%. This reduction has caused a decrease of Euros 2,989 thousand in deferred tax assets at the closing date of these annual
accounts.

Tax assets and tax liabilities
Details of the tax assets and liabilities for 2017 and 2016 recognised in the consolidated statement of financial position at 31 December are as follows:

During 2017 the Parent received a refund of Euros 8,158 thousand from the taxation authorities. At the reporting date
of last year’s annual accounts this amount was recognised as a current tax asset.
A reconciliation of details of deferred tax assets and liabilities (before consolidation adjustments) with the deferred
taxes recognised in the consolidated statement of financial position (after consolidation adjustments) is as follows:

+
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Details of and movements in the Group’s tax assets and liabilities (before consolidation adjustments) are as follows:

Deferred tax assets

In addition, the Parent has unrecognised temporary differences deriving from the impairment of the investments in the
Chinese companies for an amount of Euros 103,402 thousand, and in the El Árbol Distribución y Supermercados Group
for an amount of Euros 3,255 thousand.

+

+
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Deferred tax liabilities

Based on the tax returns, the Group companies have the following accumulated tax losses, deductions and exemptions to be offset in future years amounting to Euros 983,165 thousand in 2017 and Euros 997,847 thousand in 2016.

+

+
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Spanish Corporate Income Tax Law 27/2014 establishes that for the purposes of determining the gross tax base of
the tax group and in relation to write-offs, the accounting standards shall apply, whereby intra-group income and expenses are eliminated before calculating the individual tax base, based on which the amount of pre-consolidation tax
loss carryforwards which can be offset against each of the companies during the year is obtained. For these purposes,
the Parent carried out a binding consultation to the Tax Authorities to confirm the criteria for calculating the tax loss
carryforwards of the Group, and management confirmed this criteria.
In accordance with Royal Decree-Law 3/2016 of 2 December 2016, from 2016 onwards, the Spanish consolidated tax
group may offset tax loss carryforwards up to a maximum of 25% of taxable income prior to offset, which extends the
period of recovery of the deferred tax asset; the company has carried out extensive tests to ascertain the probable
recovery of such tax credits.
Considering the stability of the positive results obtained by the Group, the Management considers that there is evidence that allows to recover the assets for deferred taxes in a period of more than ten years.
At 31 December 2017, Spain’s taxation authorities continue their ongoing inspection of the following taxes for the
following periods:

The inspection is ongoing at the reporting date, although no probable contingencies for the Parent have been identified
at the date on which these consolidated annual accounts were authorised for issue. The directors do not expect that
any major additional liabilities in relation to the consolidated annual accounts taken as a whole will arise as a result of
these inspections, the years open to inspection or the appeals submitted.
During 2017, the verification and inspection procedures for the Company’s 2012 Value Added Tax were completed.

18. Share-based payment transactions
On 25 April 2014 the shareholders at their general meeting approved a long-term incentive plan for 2014-2016, to be
settled with a maximum of 6,981,906 Parent shares.
On 22 April 2016 the shareholders at their general meeting approved a long-term incentive plan for 2016-2018, to be
settled with a maximum of 9,560,732 Parent shares.
Both plans are for the current and future executive directors, senior management and other key personnel of DIA and
its subsidiaries, determined by the Board of Directors, who meet the requirements established in the general conditions and choose to voluntarily adopt the Plan. The purpose of these plans is to award and pay variable remuneration
in DIA shares, according to compliance with business objectives for the Parent and the Group. The key features of
these incentive plans are as follows:

In 2017 the profit/(loss) recognised in respect of these plans amount to Euros (4,893) thousand and Euros 15,000
thousand in 2016 and are recognised in personnel expenses in the consolidated income statement. The balancing entry was recognised under other own equity instruments. The payments made in relation to the 2014-2016 Long-Term

+
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Incentives Plan during 2017 amounted to Euros 5,347 thousand, entailing the transfer of 721,914 own shares. The
payments made in relation to the 2011-2014 Long-Term Incentives Plan and the Multi-Year Variable Remuneration
Plan in 2016 amounted to Euros 5,634 thousand, entailing the transfer of 998,772 own shares.

19. Other income and expenses
19.1.Other income
Details of other income are as follows:

Contractual penalties for service include the income obtained by the Group from the collection of penalties charged to
suppliers.
Proceeds from the disposal of fixed assets correspond to sale and leaseback contracts of certain DIA Group warehouses and stores (see notes 5 and 7). In 2017 the Group has classified proceeds from the sale of Group properties
to third parties as Other income for the purposes of better understanding, adapting the 2016 figures accordingly for
comparative purposes.

19. 2. Merchandise and other consumables used
This item includes purchases, less volume discounts and other trade discounts, and changes in inventories, as well as
the cost of products sold by the finance company.
Details of borrowings are as follows:

19.3. Personnel expenses
Details of personnel expenses are as follows:

+
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The decrease in expenses of share-based payment transactions is attributable to the income accrued in connection
with the 2016-2018 incentive plan (see note 18).

19.4. Operating expenses
Details of operating expenses are as follows:

19.5. Amortisation and impairment
Details are as follows:

19.6. Losses on disposal of assets
The losses recorded on these transactions in 2017 and 2016 derive from the closures and remodelling operations
mentioned in note 5.

19.7. Finance income and finance costs
Details of finance income are as follows:

+
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Details of finance costs are as follows:

At 31 December 2017 and 2016, interest on bank loans includes the finance costs associated with bank loans, primarily in Spain, Brazil and Argentina.
Interest on bonds includes the accrued interest and costs as a result of the bond issues described in note 15.1 (a).
Other finance costs at 31 December 2017 and 2016 primarily reflect the bank debit and credit interest rates in Argentina linked to its revenues.

19.8. Foreign currency transactions
Details of the exchange differences on foreign currency transactions are as follows:

19.9. Non-IFRS performance measures

+
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Costs of acquisition comprise expenses incurred integrating the businesses acquired and stores bought from third
parties. In both years these are expenses associated with the purchase from El Árbol Distribución y Supermercados
Group, S.A. and stores bought from the Eroski Group, which include the cost of closing down non-profitable stores, as
well as productivity measures permitting the guaranteed continuity of the stores and the cost of remodelling the stores
to adapt them to the Plaza and DIA design.
Expenses incurred in restructuring and efficiency processes correspond to costs of improving productivity and efficiency, which include the cost of closing down stores and/or warehouses and the expenses borne by the company
during the temporary closure of stores for remodelling into the new formats.
Expenses relating to the transfer of own stores to franchises are costs mainly borne during the transfer of the store to
the franchise for management on a franchised basis and chiefly relate to employee termination expenses.
The items excluded from corporation tax mainly correspond to the tax effect of the other items excluded for the purposes of analysing ordinary income and those items excluded from financial income and expenses.

+
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20.Commitments and contingencies
a) Commitments
Commitments pledged and received by the Group but not recognised in the consolidated statement of financial position comprise contractual obligations which have not yet been executed. The two types of commitments relate to
cash and expansion operations. The Group also has lease contracts that represent future commitments undertaken
and received.
Off-balance-sheet cash commitments comprise
•

Available credit facilities which were unused at the reporting date;

•

Credit commitments undertaken by the Group’s finance company with customers within the scope of its operations, and banking commitments received.s.

Expansion operation commitments were undertaken for expansion at Group level.
Finally, commitments relating to lease contracts for property and furniture are described in note 8 Operating Leases.
Itemised details of commitments at 31 December 2017 and 2016 are as follows:

20.1. Pledged:

The Parent is the guarantor of the drawdowns on the credit facilities made by its Spanish subsidiaries, which at 31
December 2017 amounted to Euros 2,777 thousand (Euros 1,687 thousand in 2016).

20.2. Received:

+
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b) Contingencies
The Group is undergoing legal proceedings and tax inspections in a number of jurisdictions, some of which have been
completed by the taxation authorities and additional tax assessments have been appealed by the Group companies at
31 December 2017 (see note 17). The Group recognises a provision if it is probable that an obligation will exist at year
end which will give rise to an outflow of resources embodying economic benefits and the outflow can be reliably measured. As a result, management uses significant judgement when determining whether it is probable that the process
will result in an outflow of resources and when estimating the amount.
In 2014 DIA Brazil was inspected by the local taxation authorities, as a result of which it has received two additional tax
assessments, one amounting to Euros 17,238 thousand (Brazilian Reals 68,483 thousand) in relation to a discrepancy
concerning tax on income from discounts received from suppliers, and another amounting to the updated figure of
Euros 82,782 thousand (Brazilian Reals 328,885 thousand) in relation to the recognition of movements of goods and
the consequent impact on inventories.
In 2016, the initial administrative ruling on the discrepancy concerning income from suppliers was unfavourable. A
legal defence is being mounted and the legal counsel believe there are sufficient grounds to win a ruling favourable to
DIA Brazil. As regards the latter proceedings, an unfavourable decision was handed down via administrative channels,
despite the stock movements having been shown to be in line with the criteria followed in all the countries in which the
DIA Group operates. A ruling has yet to be handed down on the appeal filed against this ruling. Nevertheless, based on
the reports from the external legal counsel, the probability of losing this lawsuit continues to be considered remote at
31 December 2017.

21. Related parties
Transactions other than ordinary business or under terms differing from market conditions carried out by the directors
of the Parent

+
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In 2017 and 2016 the directors of the Parent have not carried out any transactions other than ordinary business or
applying terms that differ from market conditions with the Parent or any other Group company
Related party balances and transactions
During 2017 and 2016 the Group has carried out the following related party transactions: ICDC, Red Libra and CD Supply Innovation, mainly corresponding to trade operations and the balance receivable of which at 31 December 2017
and 2016 is show in note 8.1 and note 15.3. The transactions carried out with related parties during both years are as
follows:

Transactions with directors and senior management personnel
Details of remuneration received by the directors and senior management of the Group in 2017 and 2016 are as follows:

In 2017 and 2016 the directors of the Parent earned Euros 1,174 thousand and Euros 1,188 thousand, respectively,
(included in the table above) in their capacity as board members.
In 2017 shares from the 2014-2016 Long-Term Incentives Plan were handed over to members of Senior Management,
recognised in remuneration accrued for the year.
In 2016 the shares of the four-year incentive plan for 2011-2014 were awarded and the value of the shares awarded
to one executive who is both a board member and a member of senior management was recognised as remuneration
earned in this year.
Article 39.5 of the Parent’s articles of association requires the disclosure of the remuneration earned by each of the
present members of the board of directors in 2017 and 2016. Details are as follows:

+
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During 2017 and 2016 the members of the board of directors and senior management personnel of the Group have not
carried out transactions other than ordinary business or applying terms that differ from market conditions with the
Parent or Group companies.
The civil liability insurance premiums paid by the Group in respect of directors and senior management personnel
totalled Euros 29 thousand in both years.
The directors of the Group and their related parties have had no conflicts of interest requiring disclosure in accordance
with article 229 of the TRLSC.

+
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22. Financial risk management: objectives and policies
The Group’s activities are exposed to market risk, credit risk and liquidity risk.
The Group’s senior executives manage these risks and ensure that its financial risk activities are in line with the appropriate corporate procedures and policies and that the risks are identified, measured and managed in accordance with
DIA Group policies.
A summary of the management policies established by the board of directors of the Parent for each risk type is as
follows:
a) Financial risk factors
The Group’s activities are exposed to various financial risks: market risk (including currency risk, fair value interest rate
risk and price risk), credit risk, liquidity risk, and cash flow interest rate risk. The Group’s global risk management programme focuses on uncertainty in the financial markets and aims to minimise potential adverse effects on the Group’s
profits. The Group uses derivatives to mitigate certain risks.
Risks are managed by the Group’s Finance Department. This department identifies, evaluates and mitigates financial
risks in close collaboration with the Group’s operational units.
b) Currency risk
The Group operates internationally and is therefore exposed to currency risk when operating with foreign currencies,
especially with regard to the US Dollar. Currency risk is associated with future commercial transactions, recognised
assets and liabilities, and net investments in foreign operations.
In order to control currency risk associated with future commercial transactions and recognised assets and liabilities,
Group entities use forward currency contracts negotiated with the Treasury Department. Currency risk arises on future
commercial transactions in which the recognised assets and liabilities are presented in a foreign currency other than
the Company’s functional currency.
In 2017 and 2016 the Group has performed no significant transactions in currencies other than the functional currency
of each company. However, the Group has contracted exchange rate insurance policies for non-recurrent transactions
in US Dollars.
The hedging transactions carried out in US Dollars during 2017 amounted to US Dollars 7,529 thousand (US Dollars
6,552 thousand in 2016). This amount represented 68.76% of the transactions carried out in this currency in 2017
(66.09% in 2016). At 2017 year end, outstanding hedges in this currency total US Dollars 1,809 thousand (US Dollars
1,803 thousand in 2016) and expire in the next 11 months. These transactions are not significant with respect to the
Group’s total volume of purchases.
The Group holds several investments in foreign operations, the net assets of which are exposed to currency risk. Currency risk affecting net assets of the Group’s foreign operations in Argentine Pesos, Chinese Yuan and Brazilian Reals
is mitigated primarily through borrowings in the corresponding foreign currencies.
In 2017, had the Euro strengthened/weakened by 10% against the US Dollar, with the other variables remaining constant, consolidated post-tax profit would have been Euros 555 thousand higher/lower (Euros 328 thousand in 2016),
mainly as a result of translating trade receivables and debt instruments classified as available-for-sale financial assets.
The translation differences included in other comprehensive income are significant due to the major depreciation of
the Argentine Peso and the Brazilian Real in 2017. Had the exchange rates in the countries where the Group operates
that use a currency other than the Euro depreciated/appreciated by 10% the translation differences would have varied
by +22.34% / -22.34%, respectively, in the equity of the DIA Group.

+
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The Group’s exposure to currency risk at 31 December 2017 and 2016 in respect of the balances outstanding in currencies other than the functional currency of each country is immaterial
c) Price risk
The Group is not significantly exposed to risk derived from the price of equity instruments or listed raw material prices.
d) Credit risk
The Group does not have significant concentrations of credit risk. The Group has policies to ensure that wholesale
sales are only made to customers with adequate credit records. Retail customers pay in cash or by credit card. Derivative and cash transactions are only performed with financial institutions that have high credit ratings. The Group has
policies to limit the amount of risk with any one financial institution.
The credit risk presented by the Group is attributable to the transactions it carries out with the majority of its franchisees and is mitigated through the bank and other guarantees received, which are described in note 20. Details are as
follows:

Non-current commercial transactions reflect the financing of the starting inventory of the franchisees, which is repaid
monthly based on the cash generation profile of the business. Current commercial transactions comprise financing of
goods supplies and amounts falling due less than 12 months from the initial financing.
In 2017 the Group entered into agreements to transfer supplier trade payables with and without recourse (see notes 3
(l) and 8.1 (b)). The accrued cost of the transfer of these receivables amounted to Euros 240 thousand in 2017 (Euros
139 thousand in 2016) (see note 19.7). Undue balances at 31 December 2017 amount to Euros 99,624 thousand (Euros
88,449 thousand at 31 December 2016), all of which are without recourse.
The Group’s exposure to credit risk at 31 December 2017 and 2016 is shown below. The accompanying tables reflect
the analysis of financial assets by remaining contractual maturity dates:

+
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The Group has taken out credit insurance policies to ensure the collectability of certain trade receivables for sales. The
trade receivables covered by these policies totalled Euros 4,855 thousand at 31 December 2017 (Euros 6,037 thousand
at 31 December 2016).
The returns on these financial assets totalled Euros 4,818 thousand in 2017 and Euros 5,015 thousand in 2016.
Details of non-current and current trade and other receivables by maturity in 2017 and 2016 are as follows:

The Group’s accounting policies establish that as a rule amounts receivable with a maturity of over six months are
impaired. However, the Group assesses, based on historical data, all accounts receivable, recording impairments when
a loss is incurred.
e) Liquidity risk
The Group applies a prudent policy to cover its liquidity risks, based on having sufficient cash and marketable securities as well as sufficient financing through credit facilities to settle market positions. Given the dynamic nature of its
underlying business, the Group’s Finance Department aims to be flexible with regard to financing through drawdowns
on contracted credit facilities.
The Group’s exposure to liquidity risk at 31 December 2017 and 2016 is shown below. These tables reflect the analysis
of financial liabilities by remaining contractual maturity dates:
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Details of non-current financial debt by maturity in 2017 and 2016 are as follows:

The finance costs accrued on these financial liabilities totalled Euros 41,257 thousand and Euros 38,624 thousand in
2017 and 2016, respectively.
f) Cash flow and fair value interest rate risks
The Group’s interest rate risk arises from interest rate fluctuations that affect the finance cost of non-current borrowings issued at variable rates.
The Group contracts different interest rate hedges to mitigate its exposure, in accordance with its risk management
policy. At 31 December 2017 and 2016 there were no outstanding derivatives contracted with external counterparties
to hedge interest rate risk related to long-term financing.
During 2017 fixed-rate debt as a percentage of the volume of average gross debt totalled 84.25%, compared with
59.33% in the previous year.
Group policy is to keep financial assets liquid and available for use. These balances are held in financial institutions
with high credit ratings.
A 0.5 percentage point rise in interest rates would have led to a variation in profit after tax of Euros 111 thousand in
2017 (Euros 1,911 thousand in 2016)
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23. Other information
23.1. Employee information
The average headcount of full-time equivalent personnel, distributed by professional category, is as follows:

The average headcount in 2017 includes 815 employees in China (1,080 in 2016). Personnel expenses for these employees are recorded under discontinued operations in the income statement.
At year end the distribution by gender of Group personnel and the members of the board of directors is as follows:

At year end, the headcount includes 733 employees in China in 2017 (321 men and 412 women) and 1,027 employees
in China in 2016 (403 men and 624 women).
During 2017 the Group employed an average of one executive (one in 2016), six middle management personnel (six in
2016) and 550 other employees (518 in 2016) with a disability rating of 33% or above (or an equivalent local classification).

23.2. Audit fees
KPMG Auditores, S.L., the auditor of the annual accounts of the Group, and other affiliates of KPMG International have
invoiced the following fees for professional services during the years ended 31 December 2017 and 2016:
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Other audit-related services invoiced by KPMG Auditores, S.L. comprise limited reviews of six-monthly financial statements, comfort letters relating to securities issues and financial information agreed procedures services rendered to
DIA, S.A. and its subsidiaries during the year ended 31 December 2017.
The amounts detailed in the above tables include the total fees for services rendered in 2017 and 2016, irrespective of
the date of invoice.

23.3. Environmental information
The Group takes steps to prevent and mitigate the environmental impact of its activities.
The expenses incurred during the year to manage this environmental impact are not significant.
The Parent’s board of directors considers that there are no significant contingencies in connection with the protection
and improvement of the environment and that it is not necessary to recognise any environmental provisions.

24. Events after the reporting period
On February 20, 2018, DIA has signed a strategic alliance with CaixaBank, structured through the purchase by CaixaBank Consumer Finance of the 50% of the shares of Finandia, E.F.C., S.A. The purchase is subject to the authorization
processes of the competent authorities (see notes 1 and 13).
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