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AUDIT REPORT ON FINANCIAL STATEMENTS ISSUED BY AN INDEPENDENT AUDITOR

Translation of a report and financial statements originally issued in Spanish. In the event of discrepancy, the
Spanish-language version prevails

To the shareholders of VUELING AIRLINES, S.A.:

Opinion

We have audited the financial statements of VUELING AIRLINES, S.A. (the Company), which comprise
the balance sheet as at December 31, 2019, the income statement, the statement of changes in
equity, the cash flow statement, and the notes thereto for the year then ended.

In our opinion, the accompanying financial statements give a true and fair view, in all material
respects, of the equity and financial position of the Company as at December 31, 2019 and of its
financial performance and its cash flows for the year then ended in accordance with the applicable
regulatory framework for financial information in Spain (identified in Note 2 to the accompanying
financial statements) and, specifically, the accounting principles and criteria contained therein.

Basis for opinion

We conducted our audit in accordance with prevailing audit regulations in Spain. Our responsibilities
under those regulations are further described in the Auditor’s responsibilities for the audit of the
financial statements section of our report.

We are independent of the Company in accordance with the ethical requirements, including those
related to independence, that are relevant to our audit of the financial statements in Spain as
required by prevailing audit regulations. In this regard, we have not provided non-audit services nor
have any situations or circumstances arisen that might have compromised our mandatory
independence in a manner prohibited by the aforementioned requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.
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Most relevant audit issues

Most relevant audit issues are those matters that, in our professional judgment, were the most
significant assessed risks of material misstatements in our audit of the financial statements of the
current period. These risks were addressed in the context of our audit of the financial statements as
a whole, and in forming our audit opinion thereon, and we do not provide a separate opinion on these
risks.

Passenger revenue recognition

Description As indicated in Notes 5.9 and 19.1 to the accompanying financial statements, the
Company obtains revenue from providing air transport services. During 2019 the
Company has recognized revenue amounting to 2,446 million euros from providing
air transport services (2,338 million euros in 2018). This revenue consists of large
volumes of small amount transactions that are carried out through several channels
(airline tickets bought online, over the phone, from a travel agencies or directly at
the airport).

The recognition of this revenue is subject to manipulation by management through
the recording of manual entries in the accounting books or manipulation of the
computer systems in order to accelerate revenue recognition or the manipulation of
inputs used to calculate ticket breakage. Consequently, we have considered this
area one of the most relevant audit issues.

Our response Our audit procedures for this area included, among others, the following:

u Verifying the design and operation of the key controls over the Company’s
passenger revenue recognition processes, including the general information
technology controls of the main applications.

u Reviewing a sample of passenger tickets to verify that revenue was recorded
in the appropriate period and identifying the material manual entries recorded
as revenue from air transport services and verifying that they have been
correctly posted.

u Reviewing the criteria used for recognizing revenue from tickets issued but not
used.

u Assessing the appropriateness of all disclosures included in the notes of the
financial statements in accordance with the regulatory framework for financial
information applicable to the Company.

Valuation of provisions for overhaul costs and return of aircraft

Description The Company operates aircraft that are owned under finance or operating lease
arrangements. Commitments related to overhaul costs for aircraft leased under
operating lease arrangements, as well as the terms for returning the aircraft
established in those contracts, are taken on over the lease term. As indicated in
Notes 5.10 and 13.1 of the accompanying financial statements, at December 31,
2019 the provision for engine and aircraft maintenance amounted to 610 million
euros (502 million euros at December 31, 2018).

We have considered this area one of the most relevant audit issues since in order to
determine these provisions for maintenance costs the directors make complex
estimates and judgments regarding the use of the aircraft, scheduled maintenance
intervals, future maintenance costs and aircraft condition at the date it is returned.
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Our response Our audit procedures for this area included, among others, the following:

u Understanding the estimation process through meetings with the people
responsible for the repairs and verifying the design and operation of the main
controls over the aircraft maintenance processes, including the general
information technology controls.

u Comparing the measurement of estimated maintenance expenses with the
prices agreed in the contracts with third parties and with the historical costs
for previous repairs.

u Reviewing the reasonableness of the estimates of the date on which
maintenance work will be carried out.

u Obtaining and inspecting lease agreements to check the completeness of the
liabilities for obligations at the hand back at the end of the lease.

u Assessing the appropriateness of all disclosures included in the notes of the
financial statements in accordance with the regulatory framework for financial
information applicable to the Company.

Emphasis of matter

We draw attention to Note 26 of the accompanying financial statements, which describes the impact
on the Company of the recent global health emergency created by the coronavirus (COVID-19). Our
opinion is not modified in respect of this matter.

Other information: management report

Other information refers exclusively to the 2019 management report, the preparation of which is the
responsibility of the Company’s directors and is not an integral part of the financial statements.

Our audit opinion on the financial statements does not cover the management report. In conformity
with prevailing audit regulations in Spain, our responsibility in terms of the management report is to
assess and report on the consistency of the management report with the financial statements based
on the knowledge of the entity we obtained while auditing the financial statements, and not including
any information not obtained as evidence during the course of the audit. In addition, our
responsibility is to assess and report on whether the content and presentation of the management
report are in conformity with applicable regulations. If, based on the work carried out, we conclude
that there are material misstatements, we are required to disclose them.

Based on the work performed, as described in the above paragraph, the information contained in the
management report is consistent with that provided in the 2019 financial statements and their
content and presentation are in conformity with applicable regulations.

Directors’ responsibilities for the financial statements

The directors are responsible for the preparation of the accompanying financial statements so that
they give a true and fair view of the equity, financial position and results of the Company, in
accordance with the regulatory framework for financial information applicable to the Company in
Spain, identified in Note 2 to the accompanying financial statements, and for such internal control as
they determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.
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In preparing the financial statements, the directors are responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless the directors either intend to liquidate the
Company or to cease operations, or has no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with prevailing audit regulations in Spain will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with prevailing audit regulations in Spain, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

u Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

u Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control.

u Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

u Conclude on the appropriateness of the director’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Company to cease to continue as a going concern.

u Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with the directors of the Company regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.
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From the significant risks communicated with the Company’s directors, we determine those that were
of most significance in the audit of the financial statements of the current period and are therefore
the most significant assessed risks.

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

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

(signed in the original version)

___________________________
Alicia Martínez Durán
(Registered in the Official Register of
Auditors under No. 20083)

March 17, 2020
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