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report of profit that the Board of Directors, at a meeting held on 21 February 
2019, agreed to submit to the Annual General Meeting. 

Translation of financial statements originally issued and prepared in Spanish. This 
English version is a translation of the original in Spanish for information purposes 
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These investments are subsequently measured at cost less any accumulated impairment losses. 

The investments are assessed for impairment at least at the end of each reporting period and whenever there is objective evidence 
that a carrying amount may not be recoverable. The impairment is calculated as the difference between the carrying amount and 
recoverable amount, which is the higher of its current fair value less costs to sell and the present value in use of the investment.  

Impairment losses and any reversals are recognised as an expense or income, respectively, in the statement of profit and loss. 

Where an impairment loss reverses, the carrying amount of the investment is increased, but so that the increased carrying amount 
does not exceed the carrying amount that would have been determined had no impairment loss been recognised. 

 

 

 

Classification of the financial assets 

The criteria established by the regulatory framework for accounting for classifying financial instruments is set out below:  

 

 

Equity investments in Group companies, joint ventures and associates are an exception to the aforementioned general assessment 
criteria. In general, the Entity irrevocably exercises the option in the initial recognition by including - in the portfolio of financial 
assets at fair value with changes in other comprehensive income - investments in equity instruments that are not classified as held 
for trading and that, in the event of not exercising this option, would be classified as financial assets compulsorily measured at fair 
value through profit or loss.  

As for the assessment of the business model, this does not depend on the intentions for an individual instrument, but instead it is 
determined for a set of instruments, taking into account the frequency, amount and schedule of the sales in previous years, the 
reasons for these sales and the expectations for futures sales. The infrequent or insignificant sales, those near to the maturity of 
the asset and driven by increased credit risk of the financial assets or to manage the concentration risk, among others, can be 
compatible with the model of holding assets to receive contractual cash flows.  

More specifically, the fact that the Entity expects to make regular sales, focusing on loans (or similar financial assets) that have 
experienced a drop in credit risk levels, is not inconsistent with how those loans are classified under a business model that holds 
financial assets to receive contractual cash flows. These sales are not counted for the purpose of determining the frequency of sales 
and their materiality will, therefore, remain separate from the tracking ratios. 

If a financial asset contains a contractual condition under which the schedule or amount of its contractual cash flows can be 
modified (e.g. if the asset can be redeemed in advance or if maturity can be extended), the Entity determines whether the 

2.2. Financial instruments 
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