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INDEPENDENT AUDITOR'S REPORT ON FINANCIAL
STATEMENTS

To the Sole Shareholder of Criteria Caixa, S.A. (Sole-Shareholder Company),

Report on the Financial Statements

Opinion

We have audited the financial statements of Criteria Caixa, S.A. (Sole-Shareholder Company)
(the Company), which comprise the balance sheet as at 31 December 2017, and the statement
of profit or loss, statement of other comprehensive income, statement of total changes in
equity, statement of cash flows and notes to the financial statements for the year then ended.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the equity and financial position of the Company as at 31 December 2017, and its results and
its cash flows for the year then ended in accordance with the regulatory financial reporting
framework applicable to the Company (identified in Note 2-a) to the financial statements) and,
in particular, with the accounting principles and rules contained therein.

Basis for Opinion

We conducted our audit in accordance with the audit regulations in force 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 pertaining to independence, that are relevant to our audit of the financial statements in
Spain pursuant to the audit regulations in force. In this regard, we have not provided any
services other than those relating to the audit of financial statements and there have not been
any situations or circumstances that, in accordance with the aforementioned audit regulations,
might have affected the requisite independence in such a way as to compromise our
independence.

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

cion 84, folio 188, hoja M-54414, inscripcion 96°. C.LF.: B-79104469,




Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the financial statements of the current period. These matters were
addressed in the context of our audit of the financial statements as a whole, and in forming

our opinion thereon, and we do not provide a separate opinion on these matters.

Description

As described in Note 9, the
Company has ownership interests
in the share capital of associates
that amounted to EUR 17,305
million at year-end.

Determining the existence of
objective evidence of impairment
of the net investment that gives
rise to a loss with an impact on
estimated future cash flows
requires the use of significant
judgements and estimates by
Company management, both in
determining future cash flow
discounting as the valuation
method and in considering the
key assumptions established for
each method in question (use of
correction factors to adapt the
comparable data considered, use
of discount rates, etc.).

The matters indicated above, and
the significance of the ownership
interests held, led us to
determine the situation described
to be a key matter in our audit.

Impairment of investments in associates

Procedures applied in the audit

! Our audit procedures included, among others, the

| review of the design and implementation of the

' relevant controls that mitigate the risks associated
with the process to assess the impairment of the
investments in associates, as well as tests to verify
that the aforementioned controls operate
effectively.

We also obtained and analysed the valuations of
the aforementioned investments performed by
Company management, and verified the clerical
accuracy thereof and the appropriateness of the
valuation method used in relation to the investment
held. In addition, we reviewed the future cash flow
forecasts and compared them with external data
and historical information of the investees in order
to assess the reasonableness thereof.

We checked that the main assumptions considered
in the model are reasonable based on public
information on the business sector in which the
investee operates and also reviewed the sensitivity
analysis prepared by the Company.

We involved our in-house valuation experts in the
performance of our procedures in order to evaluate
the methodology employed by the Company in the
analysis conducted, the discount rates considered
and the terminal value, expressed in perpetuity
growth terms, of the projected future cash flows,
where appropriate.

Lastly, we evaluated whether the disclosures
included in Note 9 to the accompanying financial
statements in connection with this matter are in
conformity with those required by the regulatory
financial reporting framework applicable to the
Company.




Description

The Company manages a portfolio of real
estate assets for lease ("Investment
Property”) and owns a portfolio of land,
housing developments in progress and
completed housing developments
(“Property Inventories”) located
throughout Spain, the carrying amounts of
which at 31 December 2017 were EUR 286
million and EUR 969 million, respectively
(see Notes 7 and 12).

The Company measures its investment
property at acquisition cost, less the
related accumulated depreciation, and
recognises impairment losses, where
appropriate, if the market value of the
investment property falls below its
carrying amount; in addition, the
Company measures its property
inventories at the lower of acquisition cost
and net realisable value, to which end it
bases its conclusions on appraisals and
valuations conducted by external experts
engaged for this purpose, and these
appraisals and valuations are subsequently
adjusted using an internal valuation
model.

The valuation of the investment property
and that of the property inventories are
key audit matters, since they require
valuation techniques that involve the use
of significant estimates and judgements
with a high degree of uncertainty, the
most noteworthy of which are those
relating to the experience of sales of
similar real estate assets, the difference
between the effective sale price and the
appraised value for properties sold by the
Company in the last 24 months, marketing
costs and the future evolution of the rental
of certain assets.

ty inventories

Procedures applied in the audit

Our audit procedures included, among
others, the review and evaluation of the
process for the valuation of real estate
assets.

Also, we conducted tests to verify the
completeness of the information used as
the basis for estimating impairment.

In this connection, with the cooperation of
our internal experts in the valuation of real

| estate assets, we: (i) assessed the
' competence, capability and objectivity of

the experts engaged by the Company to
value its real estate assets, as well as the
adequacy of their work for use as audit

| evidence, (ii) analysed and concluded, for

a sample of appraisals determined on a

| selective basis, on the reasonableness of

the valuation procedures and methodology
used by the experts engaged by the
Company and (iii) analysed the
reasonableness and consistency of the
main property-related assumptions
considered in the Company's internal
valuation model.

Lastly, we evaluated whether the
disclosures included in Notes 7 and 12 to
the accompanying financial statements in
connection with the investment property
and property inventories, respectively, are
in conformity with those required by the
regulatory financial reporting framework
applicable to the Company.
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Description

The balance sheet as at 31 December
2017 includes EUR 959 million of deferred
tax assets, of which EUR 664 million relate
mainly to tax loss and tax credit
carryforwards that are recoverable in the
context of the tax group headed by
CaixaBank, S.A. to which the Company
belongs.

At the end of the year financial models
were made available to assess the
recoverability of the aforementioned tax
assets, taking into consideration new
legislative developments and the most
recently approved business plans.

We identified this matter as key in our
audit, since the preparation of these
models requires a significant level of
judgement, largely in connection with the
projections of business performance,
which affect the estimate made of the
recoverability of the tax assets.

Procedures applied in the audit

| Our audit procedures included, among

! others, the review of the aforementioned
' financial models, including the analysis of
1 the consistency of the actual results
obtained compared with the results
projected in the previous year’s models,
the reasonableness of the budgeted
results included in the current year's
models and the tax legislation applicable
as well as the reasonableness of the
projections for future years and their
consistency with those used in other
judgements and estimates.

We also involved our internal experts from
the tax area in the analysis of the
reasonableness of the tax assumptions
considered on the basis of the applicable
legislation.

Lastly, we assessed whether Note 19 to
the accompanying financial statements
contains the disclosures required in this
connection by the regulatory financial
reporting framework applicable to the
Company.

Other Information: Directors’ Repbrt

The other information comprises only the directors' report for 2017, the preparation of which
is the responsibility of the Company's directors and which does not form part of the financial
statements.

Our audit opinion on the financial statements does not cover the directors' report. Our
responsibility relating to the information contained in the directors' report is defined in the audit
regulations in force, which establish two distinct levels of review:

a) A specific level that applies to certain information included in the Annual Corporate
Governance Report, as defined in Article 35.2.b) of Spanish Audit Law 22/2015, which consists
solely of checking that the aforementioned information has been provided in the directors’
report, and, if this is not the case, reporting this fact.



b) A general level applicable to the other information included in the directors' report, which
consists of evaluating and reporting on whether the aforementioned information is consistent
with the financial statements, based on the knowledge of the Company obtained in the audit
of those financial statements and excluding any information other than that obtained as
evidence during the audit, as well as evaluating and reporting on whether the content and
presentation of this section of the directors' report are in conformity with the applicable
regulations. If, based on the work we have performed, we conclude that there are material
misstatements, we are required to report that fact.

Based on the work performed, as described above, we have checked that the information
described in section a) above is provided in the directors' report and that the other information
in the directors' report is consistent with that contained in the financial statements for 2017
and its content and presentation are in conformity with the applicable regulations.

Responsibilities of the Directors and of the Audit and Control Committee foi

the Financial Statements

The directors are responsible for preparing the accompanying financial statements so that they
present fairly the Company's equity, financial position and results in accordance with the
regulatory financial reporting framework applicable to the Company in Spain, and for such
internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

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 have no realistic alternative but to do so.

The audit and control committee is responsible for overseeing the process involved in the
preparation and presentation of the financial statements.

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 the audit regulations in force 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.

A further description of our responsibilities for the audit of the financial statements is included
in Appendix I to this auditor's report. This description in Appendix I forms part of our auditor's
report.



Report on Other Legal and Regulatory Requirements

Additional Report to the Audit and Control Committee

The opinion expressed in this report is consistent with the content of our additional report to
the Company's audit and control committee dated 16 March 2018.

Enaagement Period
nyagci nt Pei

The Company's sole shareholder, per the minutes of resolutions dated 5 May 2016, appointed
us as auditors for a period of one year from the year ended 31 December 2016.

Previously, we were designated pursuant to a resolution of the sole shareholder for the period
of one year and have been auditing the financial statements uninterruptedly since the year
ended 31 December 2007 and, therefore, since the year ended 31 December 2011, the year
in which the Company became a Public Interest Entity.

DELOITTE, S.L.

Francisco Ignacjo-A

Registered in ROAC under no. 20526

16 March 2018



Appendix I to our auditor's report

Further to the information contained in our auditor's report, in this Appendix we include our
responsibilities in relation to the audit of the financial statements.

tor's Responsibilities for the Audit of the Financial Statements

As part of an audit in accordance with the audit regulations in force in Spain, we exercise
professional judgement and maintain professional scepticism throughout the audit. We also:

e 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.

e 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 entity's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors.

e Conclude on the appropriateness of the use by the directors 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.

o 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 entity's audit and control committee 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.

We also provide the entity's audit and control committee with a statement that we have
complied with relevant ethical requirements, including those regarding independence, and we
have communicated with it to report on all matters that may reasonably be thought to
jeopardise our independence, and where applicable, on the related safeguards.

From the matters communicated with the entity's audit and control committee, we determine
those matters that were of most significance in the audit of the financial statements of the
current period and are therefore the key audit matters.

We describe these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter.
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1. GROUP STRUCTURE

1.1. Group structure

Criteria is the investment holding company of Caixa d’Estalvis i Pensions de Barcelona, ”la Caixa” Banking
Foundation (”la Caixa” Banking Foundation for short and Criteria’s sole shareholder). It manages the
latter’s assets, comprising stakes in banks and financial institutions and shareholdings in strategic sectors
such as banking, energy, infrastructure, services and real estate.

At 31 December 2017, the gross asset value of assets under management at Criteria amounted to EUR
24.0 bn' (EUR 18.3 bn, net of debt).

The Group’s structure is as follows:

‘:K "laCaixa’ Banking Foundation

y 100%

9K CriteriaCaixa

J

Banking Portfolio Industrial & Services Portfolio Real Estate

% stake GAV (€bn) % stake GAV (€bn) % stake GAV (€bn)

24.4% b 4.7 100.0% 2.8
Natural ¥ . .

40.0% :K CaixaBank 93 g mFerr‘\losa
18.4% Z3bertis 3.4
5.9% sue2 0.5

17.4% @ BEA 17 5 .
5.9% cellnex™ 0.3
50.1% sa bao 0.2

9.1%  Jmeumma 03 0.1% Telefonica 0.1

Other unlisted stakes® 0.2

Iincludes stakes in Vithas, Caixa Capital Risc and Aigiies de Barcelona

Criteria’s investment policy is focused on a long-term horizon where the majority of the investments
should fulfil the following characteristics:

e Leaders in their sector.

e Preference for listed companies.

e Attractive and recurring shareholder remuneration policy.
e Presence at their governing bodies.

L EUR bn means one thousand million euros
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This successful investment policy has allowed Criteria to distribute the funds and resources needed for
the ”la Caixa” Banking Foundation to continue developing and implementing one of the largest budgets
for Welfare Projects, as Spain’s largest private foundation, the second largest in Europe and one of the
most important foundations worldwide.

1.2. Regulatory framework

In 2017 Criteria Group has fulfilled each and every one of the conditions prescribed by the ECB for
prudential deconsolidation purposes. To accomplish this task, it took the following steps:

a) Decrease its stake in CaixaBank to 40% or below. Criteria successfully sold a package of
318,305,355 CaixaBank shares to institutional and/or qualified investors on 6 February 2017,
comprising approximately 5.32% of its share capital.

b) Corporate governance. During the second half of 2017, all the ECB’s requirements were met by
amending CaixaBank’s bylaws and the “Protocol for managing the financial investment of ”la
Caixa” Banking Foundation at CaixaBank”.

c) Intra-group financing. The most significant steps taken by Criteria included:

1. Reducing funding with CaixaBank to below 5% of CaixaBank’s eligible own funds on
deconsolidation, as required by the European Central Bank, and then to 0% over the
following 12 months. This percentage stood at 0.91% at 31 December 2017.

2. Forbidding direct and indirect lending from CaixaBank customers to Criteria or ”la Caixa”
Banking Foundation. Following the redemption of the last subordinated debt issuance
placed through CaixaBank’s branch network amongst the retail customers of EUR 1,505
million in January 2017, neither Criteria nor “la Caixa” Banking Foundation have any
funding from CaixaBank customers.

On 26 September 2017, the Governing Council of the ECB confirmed the loss of control by Criteria over
CaixaBank and adopted a decision —effective as of that date— whereby Criteria is no longer under its
supervision, and the new responsible group is now the one headed by CaixaBank.

The main advantages for Criteria of this decision by the ECB are as follows:

v" Criteriais nolonger considered a mixed financial holding company for the purposes of Regulation
(EU) No 575/2013 and the entity responsible for a financial conglomerate, meaning it is no longer
required to comply with the capital requirements set out in that regulation (including regulatory
capital ratios such as CET1, Tier 1, Tier 2 and Total Capital), thus giving the Group a considerably
less complex structure.

v As the Single Resolution Board considers that the scope of resolution lies at the CaixaBank
consolidated level, Criteria no longer has to commit the foundation’s assets in the event of a
possible stress scenario at CaixaBank.

Following Criteria’s loss of control over CaixaBank and the resulting prudential deconsolidation, the
regulatory framework for Criteria has become significantly more simple and now reflects Criteria’s current
situation and status as an investment holding company. The current regulatory framework accurately
depicts Criteria’s status as a company wholly owned by a banking foundation.

Banking foundations are governed by Law 26/2013, on savings institutions and banking foundations, as
subsequently modified by Royal Decree 877/2015 and Bank of Spain Circulars 6/2015 and 7/2016.

This law states that the Bank of Spain and the Ministry of the Economy are to supervise the various types
of banking foundation, depending on the percentage of control they exercise over their respective
financial institutions. The higher the percentage of ownership or control (whether direct or indirect) over
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the financial investees in question, the greater the regulatory requirements will be.

As ”la Caixa” Banking Foundation does not control CaixaBank through Criteria, the Banking Foundation is
now subject to somewhat less stringent regulatory requirements, which are limited to:

Requirements

Supervisor

Annual Corporate Governance Report

Requirement to draw up a protocol for managing the
bank investee

Requirement to draw up a basic financial plan

Ministry of the Economy and
Competitiveness

Bank of Spain

Bank of Spain
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2. BUSINESS PERFORMANCE AND RESULTS

2.1. Macroeconomic scenario in 2017 and 2018 outlook

Global and market trends

Global GDP growth looks set to have reached 3.6% in 2017, up five tenths of a percentage point on the
figure reported in 2016. This figure not only confirms the recovery of the economic cycle on an
international scale, but also reveals three significant trends as we move forward. Firstly, the economic
expansion remains solid and robust. Secondly, it is now more widespread and synchronised among
regions, since nearly 120 countries —accounting for 75% of global GDP— have reported a pick-up in their
year-on-year growth rates. And thirdly, the economic growth has been a more harmonious affair, in the
sense that the existing macroeconomic imbalances (current account deficits, public deficits) are generally
moving in the right direction. This global recovery has led to a clear pick-up in international trade, aided
by healthy levels of business confidence, buoyant investment activity across developed economies and
improvements in the Asian manufacturing sector.

Among advanced economies, the United States effectively confirmed that it is currently at a mature stage
of the economic cycle. The country reported its eighth straight year of positive growth in 2017 and it now
boasts virtually full employment, which has triggered a steady increase in wages. This fact, coupled with
rallying levels of inflation, suggest that the Fed will continue to gradually raise its reference interest rate
in 2018.

China remains on path towards lower growth, compared with the dizzying levels we have been witnessing
over the last five years. After advancing 6.7% in 2016, at year-end 2017 Chinese GDP growth came to
6.8%, sparking fears of a hard landing. Moreover, doubts surrounding the state of the Chinese banking
sector, the debt of local governments and worrying signs that the real estate sector might be overheating
remain real causes for concern.

Meanwhile, risk factors are now somewhat less acute in other emerging markets. In 2017, Brazil started
to slowly emerge from its recession. The nation’s economy gained 0.7% in the year despite considerable
political risk at home. As with certain other emerging countries such as Turkey and South Africa, the Latin
American nation continues to show significant macroeconomic imbalances that are making it more
vulnerable to external influences. That said, the country is now heading in the right direction. On another
positive note, Russia managed to shake off the recession reported in 2015 and 2016 by posting 1.7%
growth in 2017, mainly in response to recovering oil prices. However, the recovery remains rather muted
since the country is still subject to international sanctions and is embroiled in various focal points of
geostrategic uncertainty (Ukraine, the Baltic States, Syria, etc.). It is also significant here that oil prices
made considerable gains between July and December. The decision reached by the OPEC in November to
extend output cuts through to the end of 2018 allowed oil prices to reach 70 dollars a barrel, the highest
level seen since 2014.

Turning to prices, the year was conspicuously free of global inflationary pressures. Headline inflation
remained moderate. While the drop in oil prices through to June placed some downward pressure on the
CPI for the period, this trend then reversed in the latter half of 2017. Meanwhile, core inflation —which
excludes oil and food prices— remained low and is still some way off the targets set by the monetary
authorities. In the United States, core inflation came to 1.8% in the year, while in the euro area it remained
flat at around 1.0%; unchanged over the last five years (the 2013-2017 average is 0.9%).

These moderate levels of inflation allowed central banks to press on with their expansionary monetary
policies and meant that global financial conditions remained accommodative throughout 2017, despite
the steps being taken by the Fed to normalise its monetary policy. In effect, the US Fed hiked its short-
term interest rates in December to 1.25%-1.50% in a move widely anticipated by investors. This increase
reflects the messages the Fed has been feeding the market that it intends to gradually normalise monetary
policy in the country. We are therefore likely to see a slow and steady increase in official rates coupled
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with a gradual reduction in its bond portfolio, meaning monetary conditions will remain relatively lax for
the time being. Meanwhile, monetary policy across other advanced economies has barely changed, with
the exception of Canada and the United Kingdom.

Performance in the euro area and Spain

The euro area economy reported solid and synchronised growth in 2017; growth that is now more resilient
(i.e. self-sustaining), without the need for so much in the way of monetary stimulus. Growth reached 2.2%
in the year, marking an improvement on 2016 and outpacing its long-term potential. It is important to
note that this expansion is now finding further support from non-temporary factors (improved
competitiveness, healthier labour market, deleveraging of the private sector) and has been aided also by
rising oil prices and an appreciating euro. Moreover, Macron’s victory in France and Merkel’s in Germany
has increased the likelihood of us seeing a stronger Franco-German axis as the driving force behind the
Economic and Monetary Union. Since the economy is now showing itself to be more self-sustaining, the
European Central Bank announced in October that it was to start a gradual process of normalising
monetary policy. In January 2018, the central bank took its first step on this path by scaling back its bond
buying to 30 billion euros (previously 60 billion).

Against this backdrop, Spain once again outperformed for the third straight year. Economic growth
reached 3.1% in 2017, a solid figure and one that can be added to a similarly positive showing in 2016 (in
which GDP gained 3.3%). This mild slowdown comes in response to calmer cyclical tailwinds, such as
changing oil prices and the lower fiscal stimulus. In this expansionary phase, buoyant levels of internal
demand are largely down to the increasing levels of private consumption. Improvements in the labour
market (over 480,000 jobs created in 2017, up 1.4% on 2016) and in borrowing conditions are continuing
to push up the available income of Spanish households, in turn paving the way for consumption to
continue growing at a healthy pace and for the household debt deleveraging process to continue. External
demand, while significantly lower, is also making a useful contribution to total growth. While territorial
tensions (Catalonia) failed to generate any significant impact in 2017, they remain a real threat and should
be watched closely.

Public consumption remained under control in 2017, without this curbing economic growth. Prevailing
levels have helped contain public debt, which is slightly below 100% of GDP. Meanwhile, public finances
saw further improvements in the period. The target agreed with the European Commission of bringing
the deficit to below 3.1% will be met in 2017, as it was in 2016.

Turning to the external sector, the current account balance looks to have reached roughly 1.8% of GDP in
2017, slightly below the level reported in 2016. The lower trade balance is a product of higher oil prices
and imports of non-energy goods. As for inflation, and following figures of around 2.7% in early 2017, the
CPI gradually slowed down to end the year at 2.0%.

2018 outlook

Last year marked the tenth anniversary of the worst international crisis seen since the Great Depression
of the 1930s. The fallout of this crisis following 2007 has been named the Great Recession. Overcoming
this recession has been a slow and arduous process since its effects have been felt across the entire globe.
Yet 2017 has shown that the international economy, including Spain’s own, is now well on track to curing
the deep wounds caused by the years of crisis. Global growth is picking up and the economies of numerous
countries have now moved beyond the initial recovery phase and begun to truly expand and grow. This
positive trend has solid foundations, which can only be threatened by serious errors of judgment when it
comes to economic policy, or the materialisation of certain geopolitical risks. Despite certain lingering
doubts and causes for concern, 2018 is expected to continue the positive trend seen in 2017 in both the
macroeconomic and financial realms, as well as in those business sectors in which the Criteria Group
operates.
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Global growth, which ended 2017 at above the historical average (3.6%), is likely to see a mild pick-up in
2018 to a sizeable 3.8%. Emerging economies will once again play a crucial role in this process. Meanwhile,
developed countries will continue to post respectable levels of growth, in many cases outpacing their
respective growth potential. The drivers of this bright future outlook are already well-known. Firstly,
macroeconomic indicators are now reasonably solid for the most part, having spent several years
correcting from the major imbalances rife across both advanced and emerging countries (whether relating
to inflation, current account and/or debt within the private sector, including financial institutions), albeit
with the counterpoint of higher levels of public debt. Secondly, monetary policy will remain moderately
accommodative, even though a number of central banks are now embarking on the initial stages of
monetary normalisation. In emerging countries, monetary policy is expected to remain largely orthodox.
The third support factor is the gradual recovery in oil prices, thus dispelling fears of deflation in advanced
economies while providing much-needed respite for certain large emerging economies. These cyclical
support factors have added their weight to the underlying forces that have been driving growth in recent
years and which will remain very much present: the impact of new technologies, the ageing of the
population in developed countries but not in emerging nations, and the fact that central banks and other
institutions that manage economic policy in emerging countries are becoming increasingly more
competent.

While more and more nations are now falling into sync with this global expansion, the global panorama is
not immune to possible uncertainty shocks. The risks map can be divided into three closely interrelated
blocks: firstly, we have strictly macroeconomic risks, the main one here being the threat of a prolonged
inflation spike in the United States, which would force the Federal Reserve (Fed) to pursue a more
aggressive interest rate strategy than the one initially envisioned. Secondly, we have financial risks, which
essentially derive from three main sources: possible turbulence in the international markets if the Fed
gets its timing wrong when hiking interest rates; the risk of the existing imbalances in China getting further
out of hand (build-up of corporate debt and overheating of the real estate sector); and the high prices of
certain risk assets (US stock market and certain segments of the corporate bonds market). Last but not
least, we have what we might call political risks. While political risks in Europe dissipated to some extent
in 2017, it would be foolish to believe they have disappeared altogether. Because of the nature of the
forces behind the rise in populist rhetoric and parties, we must see to it that economic growth in the years
to come feeds through to the different layers of society.

In 2018, the Trump administration is likely to remain relatively pragmatic in its approach to economic
policy and foreign relations, beyond the likely outbreaks of political noise (North Korea, Israel). When it
comes to fiscal policy, President Trump will push through his tax reform, which was approved by Congress
and the Senate in late 2017. The impact of this reform process in terms of real GDP growth is likely to be
modest or possibly moderate in the best-case scenario. However, its impact on inflation could be more
telling. This is because of the maturity of the US economic cycle (robust growth, full employment), which
advises against expansionary fiscal policies. Turning to trade policy, attention will focus on the likely
outcome of the attempts to renegotiate the free trade alliance between the United States, Mexico and
Canada (NAFTA). The most likely outcome is that the alliance will see a major overhaul but that at the end
of the day the United States will remain part of the treaty.

Meanwhile, growth in the euro area will remain relatively high as we move through 2018 (2.2%). This GDP
growth is currently outpacing the region’s potential (around 1.5%), which should allow the economy to
continue absorbing the impact of its idle resources (lower though still high levels of unemployment). This
should in turn push up inflation in the euro area, albeit only modestly (1.6% at year-end 2018). Meanwhile,
Brexit talks are a factor that could cast a shadow over the otherwise bright outlook for the euro area and
might trigger sporadic episodes of financial tension.

The Spanish economy will continue to post healthy levels of growth, comfortably outpacing most other
developed countries. While it will see a moderate slowdown to 2.4% in 2018 (down from 3.1% in 2017),
there is no cause for concern. In addition to the cyclical factors behind this downturn discussed previously,
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we have the added uncertainty caused by the territorial crisis unfolding in Catalonia. However, the
negative impact of these events on expected growth in 2018 could be significantly less pronounced if the
conflict becomes more predictable and we see signs of the situation getting back on track. All things
considered, the economy’s underlying structural factors will remain favourable. Here we would single out
six main support factors: the reduction in household and company debt; a healthier financial sector;
ongoing improvements in bank lending; the recovery of the real estate sector; the major advances made
by Spanish companies in internationalising their business; and the positive impact of the structural
reforms implemented in recent years. The labour market remains an important factor here, seeing as
though job creation remains buoyant and this should help bring down the unemployment rate in 2018.

While the Spanish economy is certainly entering 2018 with numerous plus points, it also presents certain
structural weaknesses that pose a risk. For instance, we have the social unrest caused by the economic
crisis, the widespread perception that the ensuing recovery has only been felt by certain echelons of
society and the prolonged period of interim government and the subsequent absence of any consensus
among the parliamentary parties, thus eroding the public’s trust in their political institutions. This could
have the effect of prolonging the existing paralysis of the legislative process, or even cause delays in
pushing through structural reforms. Meanwhile, certain macro imbalances, such as the high level of public
debt and a relative lack of interest by international investors, leave the Spanish economy exposed to risk-
off episodes in the international financial markets.

Some of the factors just discussed in the preceding sections (Fed, China, Brexit, overpricing of financial
assets, elections or the political events in Spain) are more than enough in themselves to trigger fleeting
or prolonged episodes of volatility at any time in the international or domestic markets. In particular, the
current climate of complacency and placidity in the international financial realm could exacerbate the
scale and scope of any eventual asset price corrections; all the more so given the years and years of
monetary stimulus at the hands of the central banks, which may have distorted incentives for investors
and their risk tolerance. That said, the robust global expansion and the gradual return to normal monetary
policies should continue to push up monetary interest rates and bond yields. Turning to the stock markets,
expected growth in company profits in 2018 should provide further support for the current bullish cycle,
although the risk of company profits disappointing in the United States remains a real cause for concern.
The approval of the tax reform in the country has effectively generated an expected 30% increase in
company profits for 2018.

Geographical imbalances are expected to be less pronounced than in 2017 as more and more countries
and economic sectors fall in sync with the cycle of global expansion. The upside potential of the US stock
market now appears more modest since high asset prices are leaving little room for further upside. In fact,
it is more likely than not that we will see certain price corrections over 2018 in the North American stock
market. There are numerous potential triggers here (negative surprises in terms of inflation or profits,
geopolitical shocks, etc.) and so the low levels of volatility we are currently seeing would advise caution.
In the specific case of Europe, profit margins will need to see appreciable improvements, which should
help the European stock market gain ground on its U.S. counterpart, especially when combined with the
fact that baseline share values in Europe are markedly lower than in the United States. Emerging stock
markets are also attractively priced in both absolute and relative terms, although the formidable gains
made by these markets in 2017 will limit further upside potential. As for the outlook by sector, we expect
cyclical sectors in the United States to continue faring well on the back of strong consumption, a healthy
labour market and the expansionary fiscal policy of the Trump administration. In the euro area, cyclical
sectors will also perform well in response to the same factors underpinning their U.S. cousins. In
particular, the ECB has taken its first steps to normalise monetary conditions, which should generate more
favourable interest rate conditions for the banking sector. When combined with the recent improvements
in bank profits, this factor should provide further support to the European stock markets.
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2.2. Net Asset Value

This section discusses the key financial figures, relating mainly to investment and debt under Criteria’s
management perimeter defined in the Appendix - Glossary of financial information.

Criteria’s gross asset value (GAV), net debt and net asset value (NAV) at 31 December 2017 and 2016
were as follows:

Millions of euros 31/12/2017 31/12/2016 Change

Gross Asset Value (GAV) 24,027 21,822 10.10%
...of which, listed assets 20,852 18,608 12.06%
% of listed assets/GAV 86.8% 85.3% 1.5pp
Net debt (5,692) (6,909) -17.6%
Net Asset Value (NAV) 18,335 14,913 22.95%
Net debt to GAV (LTV)™ 23.7% 31.7% -8.0 pp

(WLTV: Loan to value or leverage ratio

Breakdown and trend in GAV

At 31 December 2017, the banking portfolio accounted for 49% of GAV. This portfolio comprises
CaixaBank, Grupo Financiero Inbursa and the Bank of East Asia. Meanwhile, 39% of GAV is invested in
companies belonging to strategic sectors, such as energy, infrastructure and services, and the remaining
12% is invested in the real estate business.

The portfolio is highly liquid and with a strong credit profile, given that listed companies account for 86.8%
of the portfolio, with an average credit rating of BBB.

10
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1 Relates to: Saba, Vithas Sanidad, Aiglies de Barcelona (-/Baa2/-) and Caixa Capital Risc.
2 Ratings relate to Banco Inbursa.

Note: Ratings follow this order: Fitch/Moody’s/S&P

The main changes in GAV in 2017 were as follows:
Sale of CaixaBank shares

As part of the ongoing prudential deconsolidation process of CaixaBank, on 6 February 2017 Criteria
successfully sold a package of 318,305,355 CaixaBank shares on the market, representing approximately
5.32% of CaixaBank’s share capital. The sale was carried out through an accelerated bookbuild process.
Proceeds from the sale amounted to EUR 1,069 million, equivalent to a price of EUR 3.36 per share.

Sale of Abertis shares

In 2017, Criteria sold 90,038 shares in Abertis directly to investors (0,009% of its share capital) in exchange
for EUR 1,674 thousand. Meanwhile, Inversiones Autopistas, SL, at which Criteria holds a 55.54% stake,
sold 9,725,052 Abertis shares to investors, representing 0,982% of its share capital, for EUR 181,028
thousand.

At 31 December 2017, the Criteria Group’s dividend rights at Abertis amounted to 18.44% (15.07% held
directly by Criteria and the rest held indirectly through Inversiones Autopistas, S.A.), while the corporate
stake at Abertis came to 21.14% (includes the stake of 6.07% held through Inversiones Autopistas, S.A.).
The stake conferring voting rights totalled 21.55%, including the shareholder agreements with the other
owners of Inversiones Autopistas SA.

11
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Purchase of Telefdnica shares

In December, Criteria acquired through open market transactions a total of 6,809,000 shares in Telefdnica,
representing roughly 0.13% of its share capital. The total invested amount came to EUR 59 million, at an
average purchase price of EUR 8.20 per share.

Change in value

Most of the companies included in Criteria’s investment portfolio performed well in 2017, so did the main
benchmark indexes, such as the blue-chip IBEX 35, which was up 7.4% in the year.

Particular highlights here included the shares of CaixaBank (+23.9%), Gas Natural (+7.5%), Abertis
(+39.5%), Suez (+4.6%) and Cellnex (+56.2%). Conversely, the share price in euros of The Bank of East Asia
and Grupo Financiero Inbursa shed 0.6% and 5.0%, respectively.

Breakdown and trend in gross and net debt

Criteria carried out various operations in 2017 in a bid to lower finance costs, extend the average maturity
of its debt and, in particular, meet the intragroup financing requirements with CaixaBank prescribed by
the ECB in order to achieve the prudential deconsolidation.

= January 2017:redemption of the last outstanding issuance of retail subordinated debt worth EUR
1,505 million bearing a 7.5% coupon.

=  February 2017: prepayment of a EUR 550 million loan with CaixaBank. That same month, Criteria
successfully arranged new bank financing without collateral totalling EUR 695 million and
maturing between 2020 and 2022.

=  May 2017: issuance of unsecured senior bonds for the total nominal sum of EUR 750 million. The
bonds mature in 2023 and bear a fixed coupon of 1.50%. The proceeds have been mostly used
to carry out the partial and full early repayment of certain bilateral loans totalling EUR 625 million
and maturing between 2019 and 2021.

= (Criteria also successfully renegotiated the financial terms of EUR 1,050 million in bilateral loans
by managing to extend the term and reduce the spread.

= November 2017: redemption in cash of EUR 750 million CaixaBank exchangeable bond bearing a
fixed coupon of 1%.

All this has led to:

= Astill high proportion of debt instruments bearing a fixed coupon or with fixed interest rate swap
agreements in place (78%" of gross debt at 31/12/2017 vs. 81% at 31/12/2016).

=  Alarger pool of banks that now lend to Criteria. Excluding CaixaBank, this pool now comprises
17 financial institutions (seven Spanish and 10 foreign), in comparison with the 13 institutions at

year-end 2016.

=  An ongoing smoothening of the maturity profile and lengthening of the average life of debt.

2 95.7% factoring in the fixed interest rate swap agreements not specifically assigned to any debt
instrument.

12
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Changes in gross and net debt during 2017 were as follows:

(€ million)

31 dic16 31 dic17
+1,445 (3,094)

2,750

Senior and exchangeable
debt

Loans and debt

Repayments
placements
Subordinated debt
Debt with CaixaBank
GROSS DEBT 8,768 6,309
CASH AND EQUIVALENTS (1,859) (617)
NET DEBT 6,909 5,692
LTV 31.7% 23.7%

This structure shows Criteria’s extensive refinancing capacity (recurring access to the capital markets and
bank credit facilities), as well as the flexibility in managing its maturity profile given that loans with third
parties can be prepaid at any time should Criteria so desire. It should also be noted that the total bilateral
loans maturing in 2019 and 2020 include loans of EUR 575 million that can be extended by one or more

years.

In 2017, Criteria cancelled ahead of its maturity an undrawn committed credit line arranged with
CaixaBank and maturing in January 2018. This facility was replaced with four new undrawn committed
credit lines totalling EUR 375 million and extended by three Spanish financial institutions and one from
the wider euro area.

The initial maturity date for all these committed credit lines is 2020, and two of them include the option
to extend to 2021, for an amount of EUR 150 million. These undrawn committed credit lines, together
with the available cash and a highly liquid portfolio of listed companies, mean that Criteria would be able
to resist a liquidity crunch scenario while honouring 2018 maturities.

13
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Gross debt maturity profile at 31 December 2017 (in millions of euros):

1,870

2018 2019 2020 2021 2022 2023 >2023

1 Senior bonds M Bilateral loans W Debt with CaixaBank

Note: in building this maturity profile, it has been assumed that EUR 114 million debt with CaixaBank will mature before 27
September 2018 upon meeting the requirements prescribed for prudential deconsolidation and despite the fact that the contractual
maturity is longer.

LTV evolution:

The following chart shows the past performance of both net debt (in millions of euros) and the debt or
LTV ratio, defined as Net Debt/GAV (in millions of euros).

9,309

8,925

2013 2014 2015 2016 2017
mmm Net debt ==@==Debt ratio

This chart shows the decrease in leverage and how the LTV ratio is a key metric to manage it.
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2.3. Business results

Criteria’s individual income statement, for management purposes:

€ million 2017 2016 |Change (%

Banking portfolio dividends 325 196 65%
CaixaBank 311 196 58%
Grupo Financiero Inbursa 14 - -

Industrial portfolio dividends 409 423 -3%
Gas Natural 245 285 -14%
Abertis 137 112 23%
Suez 22 20 9%
Other 5 6 -17%

Management of real estate assets (59) (275) -79%

Operating costs (33) (39) -15%

Operatingincome [ 642 [ 305 [  110%

Financial result (143) (249) -43%

Gains/(losses) on sales and others (155) (160) -3%

Earnings/(loss) before tax mm_

Corporate income tax 113 -85%

Dividends from the banking portfolio

Dividends from the banking portfolio amounted to EUR 325 million in 2017 (up EUR 129 million year on
year). Dividends by company were as follows:

CaixaBank

In 2017, Criteria reported a total of EUR 311 million in dividends from CaixaBank, up 58.4% on the EUR
196 million reported the previous year. The improvement is largely down to the pay-out of two cash
dividends totalling EUR 0.13 per share, compared with the EUR 0.07 per share received in cash in 2016.

It is also important to note that in 2017 Criteria held fewer CaixaBank shares than in 2016 due to two
accelerated bookbuilds of CaixaBank shares; one in December 2016 representing 1.7% of its share capital
and the other in February 2017 accounting for 5.3% of its share capital.

In 2016, CaixaBank also distributed two scrip dividends for a total of EUR 0.08 per share, which Criteria
received fully in shares. The equivalent cash value of these dividends was EUR 220 million. In accordance
with applicable accounting standards, this income was not reported on the accompanying income
statement.
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Grupo Financiero Inbursa (GFl)

In 2017, Criteria reported a total of EUR 14 million in dividend income from GFl at 0.46 Mexican pesos per
share (EUR 0,022 per share at the prevailing exchange rate), of which 26% was received in cash and 74%
in shares. During the eight months of 2016 in which Criteria held the stake in Group Financiero Inbursa,
no dividend was paid by the investee.

The Bank of East Asia (BEA)

In 2017 and 2016 and in accordance with applicable accounting standards, no dividend income was
reported in the accounts from Criteria’s stake in BEA since it received the dividend in shares. The dividends
received in shares from BEA in 2017 had an equivalent cash value of EUR 50 million, on the basis of 0.96
Hong Kong dollars per share (EUR 0,107 per share). During the eight months of 2016 in which Criteria held
this stake in its investment portfolio, it received dividends in shares amounting to HKD 0.28 per share
(EUR 0,032/share), equivalent to EUR 15 million.

Dividends from the industrial portfolio

Dividends from the industrial portfolio amounted to EUR 409 million in 2017. Dividends by company were
as follows:

Gas Natural

In 2017, Criteria reported a total of EUR 245 million in dividends from Gas Natural, down 14.1% on the
EUR 285 million reported the previous year. Gas Natural has improved its shareholder return policy, which
reached EUR 1.00 per share in 2017 compared with the EUR 0,922 per share paid out in 2016. However,
Criteria’s shareholding decrease in Gas Natural (as a result of the sale in September 2016 of 10% of the
share capital of Gas Natural), has balanced the increase in Gas Natural’s DPS.

Abertis

In 2017, Abertis paid out dividends totalling EUR 0.77 per share, versus the EUR 0.72 per share paid out
in 2016. Criteria reported a total of EUR 137 million in income from dividends in 2017 (EUR 112 million in
2016). This income was generated from the stakes held directly (by Criteria itself) and indirectly (through
the company Inversiones Autopistas, S.A., in which Criteria held a 55.5% stake at 31 December 2017).

In June 2016, Abertis completed a bonus share issue whereby it delivered one new share for every 20
existing shares. While this bonus issue is not shown on the accompanying income statement, it does
explain the year-on-year increase in the number of shares on which part of the dividends was paid.

In 2016, Criteria also received dividends of EUR 13 million from the company Inversiones Autopistas, S.A.
as part of its indirect dividends. This amount was reported as a reduction in the investment cost of the
investee.

Suez

In 2017 and 2016, Suez distributed a dividend of EUR 0.65 per share. This return generated income at
Criteria of EUR 22 million in 2017 and of EUR 20 million in 2016. The difference here is down to the fact
that a higher number of shares were held as treasury instruments.

Other

In 2017 and 2016, this heading mainly shows the dividends received from Aiglies de Barcelona,
E.M.G.C.I.A,, S.A. and Cellnex Telecom, among others.
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Meanwhile, and while not shown in the accompanying income statement for 2017 and 2016, Criteria
received dividends of EUR 10 million and EUR 5 million, respectively, from Saba Infraestructuras, and in
2016 it received a total of EUR 6 million in dividends from other unlisted companies. All these dividends
were recognised as a decrease in the cost of the investees.

Management of real estate assets

Management of the Group’s real estate assets was insourced in 2017 through wholly-owned subsidiary
Criteria Caixa, S.A.U., which has an experienced team of professionals and proprietary information
systems designed to provide end-to-end support for the entire real estate management process. The
insourcing of the management process will enable the company to accomplish the targets it has set itself,
by gaining strategic flexibility to ensure that its exposure to the real estate sector is better suited to
Criteria’s general strategy.

At 31 December 2017, the Group managed real estate assets with a net book value of EUR 2,813 million.
Of this figure, EUR 1,440 million relate to Criteria stand-alone. The real estate assets owned by Criteria
are divided into EUR 501 million classified as assets held for sale, EUR 258 million as assets held for rental
and EUR 681 million as land.

Virtually all assets were appraised in 2017 by approved valuation companies.

Completed sales in 2017 amounted to EUR 81 million (EUR 95 million in 2016), while rentals and other
income contributed a total of EUR 17 million (EUR 18 million in 2016). After deducting selling and
marketing costs, overheads, depreciation and changes in real estate and portfolio impairment provisions,
the result was a net EUR -59 million (EUR -275 million in 2016). The improvement seen in the results of
the real estate business is largely down to the reduction in net impairment losses, following various years
of significant write-downs.

The reduction in net impairment losses is mainly explained by the following factors:

¢ Improvement on the management of the real estate portfolio: Thanks to the internalization of
the management of real estate assets to InmoCriteria, a thorough segmentation study of the
portfolio has been carried out and individual action plans for each segment have been defined.
As a result of these initiatives, the internal valuation model has been improved. Such model,
estimates and applies haircuts on appraisals by independent experts based on: the sales
experience of the current Group (does not longer consider CaixaBank as a result of the loss of
control) of the last 24 months vs the appraised value, commercialization costs, and future
evolution of rentals from certain assets.

e Spanish real estate market conditions improvement

Financial result

Financial income was up EUR 106 million (-43% on the same period of 2016) as the following factors
combined:

e Reduction in the volume of average debt, which fell from EUR 8,400 million in 2016 to EUR 6,811
million in 2017. This improvement was largely down to the proceeds obtained from divestments.

e Improvement of -0.8 pp in the average cost of debt to reach 2.2% in 2017 (3.0% in 2016), largely
in response to:
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o Redemption on maturity in January 2017 of subordinated debt totalling EUR 1,505
million (paying a coupon of 7.5%).

o Active management of borrowing activity by securing financing under more favourable
terms and conditions (bond of EUR 750 million paying a fixed coupon of 1.5%; bilateral
loans arranged for a nominal value of EUR 695 million and at an average cost of 1.4%),
and successfully replacing bank loans subject to higher costs and shorter repayment
terms.

o  Successful renegotiation of the financial terms of bilateral loans by managing to extend
terms and optimise spreads.

o Full cash redemption on maturity in November 2017 of EUR 750 million in bonds
exchangeable for CaixaBank shares.

Gains/(losses) on sales and others

Gains/(losses) on sales and others in 2017 mainly included in the following:

e Sale of shares representing 5.32% of the share capital of CaixaBank, yielding capital losses of EUR
249 million.

e Proceeds from the sale of shares in Abertis, both directly and indirectly through Sociedad
Inversiones Autopistas, S.A. A total of 5,490,894 shares were sold, accounting for approximately
0.55% of the company’s share capital. These transactions generated a gain of EUR 81 million.

e Change in the market value of the existing interest rate swap agreements contributed a positive
EUR 19 million to earnings.

e Depreciation of EUR 11 million on holdings in the industrial and services portfolio associated
with private equity activity.

e Change in the value of the embedded derivative on the exchangeable bond of EUR 750 million
which matured in November 2017. The total market value of that derivative at 31 December
2016 was EUR 4 million euros and was recognised as profit in 2017.

Meanwhile, the main transactions under this heading in 2016 were as follows:
= Result of the swap arrangement between Criteria and CaixaBank in relation to the stakes held in
Grupo Financiero Inbursa and The Bank of East Asia, which had a negative impact of EUR 458

million.

=  Proceeds on the sale of shares representing 10% of the share capital of Gas Natural, yielding
capital gains of EUR 450 million.

=  Sale of shares representing 1.67% of the share capital of CaixaBank, yielding capital losses of EUR
106 million.

= Change in the market value of the existing interest rate swap agreements, as well as contract
terminations contributed a negative EUR 58 million to earnings.

= Change in the value of the embedded derivative of the exchangeable bond. The market value of
this embedded derivative fell by EUR 8 million from 1 January through to 31 December 2016,

giving that same amount as profit for Criteria.

= Proceeds from sales of investments. The sale of Criteria’s stake in Aguas de Valencia yielded a
gain of EUR 4 million.
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Corporate income tax expense
The difference of EUR 96 million in the amount of corporate income tax payable in 2017 versus 2016 was

largely down to the tax impact of the significant improvement in earnings from the real estate business,
along with the positive performance of the interest rate swap agreements.

3. RISKS AND UNCERTAINTIES

Financial risks (liquidity, credit, impairment of shareholdings, impairment of real estate assets,
impairment of other assets, market risk and reliability of the financial information) are discussed in Note
24 to the accompanying financial statements and under sections E and F.2.1 of the accompanying Annual
Corporate Governance Report.

4. CREDIT RATINGS

Following the ECB’s approval of the prudential deconsolidation of CaixaBank at Criteria, Fitch Ratings
proceeded to review Criteria’s credit rating on 27 September 2017, abandoning the Global Banking Rating
Criteria methodology and replacing it for the Corporate Rating Criteria (including the Rating Investment
Holding Companies methodology).

As a result of the review, on 10 October 2017 Fitch Ratings upgraded Criteria’s credit rating from BBB-
(stable) to BBB (stable), largely because of the Company’s stronger financial position following its
significant deleveraging process, coupled with the good quality and liquidity of the assets held in Criteria’s
portfolio, its prudent investment policy, and the recurrence and stability of the dividends it receives.

5. RESEARCH AND DEVELOPMENT ACTIVITIES

Criteria has not engaged in any research and development activities.

6. TREASURY SHARE TRANSACTIONS

At 31 December 2017, the ”la Caixa” Banking Foundation owned 100% of the shares in Criteria. No
transactions were carried out with treasury shares.

7. ”la Caixa” WELFARE PROJECTS

The ”la Caixa” Banking Foundation, governed by Isidro Fainé, accomplished various milestones in 2017
across all three of its priority areas of action: social work, research and the dissemination of culture and
knowledge. These results are a direct product of 2016-2019 Strategic Plan, which envisions upwards of
EUR 2,000 million in investment over this four-year horizon under the motto Changing the present.
Building the future.

In 2017, "la Caixa” Welfare Projects increased its budget to EUR 510 million, marking an improvement on
the EUR 500 million in the previous nine years. Globally, the Banking Foundation, which directly oversees
Welfare Projects and uses CriteriaCaixa to pool together all of the ”la Caixa” Group’s shareholdings,

including CaixaBank, championed nearly 50,000 initiatives in 2017, benefitting over 11 million individuals.

Flagship social projects here include CaixaProinfancia, which for ten years has been fostering the social
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inclusion of vulnerable children and extending its support to their family members. In 2017, this initiative
reached out to over 62,000 children from households at risk of exclusion.

Job creation on the rise

In addition to the fight against child poverty, the Strategic Plan views job creation as a further priority of
the Banking Foundation. Its labour market integration programme, Incorpora, has just celebrated its tenth
anniversary. The initiative offered over 33,600 jobs to vulnerable individuals over the course of 2017,
compared to the 28,920 jobs reported in the previous year. This has largely been made possible by the
10,000-plus companies now collaborating on the programme.

Turning to healthcare, the Banking Foundation has already set up its Comprehensive Care Programme for
People with Advanced Diseases at 123 different health centres. In 2017, a total of 24,094 patients and
29,555 family members received psychological and social care and support.

Providing easier access to housing is another strategic priority under the Strategic Plan. The ”la Caixa”
Banking Foundation and CaixaBank already have between them upwards of 32,000 flats available to low-
income individuals and families, with monthly rents starting at just 85 euros.

Elderly people have traditionally been a priority for Welfare Projects ever since the inception, over a
century ago, of ”la Caixa” as a pensions and savings institution for the elderly. In 2017, a total of 821,532
participants lent their support to numerous social, cultural, healthcare and technological initiatives
intended for the elderly.

On top of all this, we have the hugely successful milk collection campaign called Milk moustache for all
kids, which is aimed at vulnerable families and is supported by food banks across all of Spain. In its third
year, the scheme collected 1.2 million litres of milk thanks to public support.

The Banking Foundation views education as a key driver of individual and collective progress and training
therefore remains one of its key priorities. With this goal in mind, the EduCaixa programme has reached
out to over 2.4 million pupils from a total of 8,300 Spanish schools. Different types of grants and
scholarships are also handed out as part of this drive to improve levels of education.

Meanwhile, the ”la Caixa” Banking Foundation and the Telefénica Foundation continue to work together
on their joint ProFuturo project. The initiative, inspired by Pope Francis, seeks to promote the digital
education of children, teenagers and adults from the most underprivileged regions of Africa, Latin
America, the Middle East and South-East Asia.

In 2017, the Banking Foundation stepped up its international collaboration with internationally renowned
entities, including Bill & Melinda Gates Foundation to promote child vaccination in developing countries;
UNICEF, with the aim of reducing child deaths caused by pneumonia; and UNHCR to improve living
conditions for refugees.

Following the agreement reached with Portuguese bank BPI, ”la Caixa” Banking Foundation has recently
announced the expansion of Welfare Projects to Portugal, where it intends to channel up to 50 million

euros a year by rolling out the Foundation’s most emblematic projects in the country.

Research Essentials

The 2016-2019 Strategic Plan is firmly committed to medical research and is looking to triple the budget
in this realm to EUR 90 million by the end of the four-year plan horizon. To better visualise this
commitment, a campaign was launched in 2017 to raise awareness of the importance of research in
improving the well-being of people and to recognise the efforts of scientists who dedicate their lives to
fighting disease and protecting one of our most valued assets: our own health. They are known as The
Essentials.
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The Foundation has also deepened its commitment to scientific progress through its ongoing support for
research into Alzheimer’s, AIDS, neurodegenerative diseases and cardiovascular conditions.

A total of six million people visited the different cultural, scientific and educational programmes and
events organised across all of Spain by ”la Caixa” Banking Foundation in 2017, up 13% year on year. These
impressive figures have been reached while maintaining unrivalled levels of cultural and scientific
outreach; another priority under the Strategic Plan.

At CaixaForum, Barcelona, the exhibition titled Andy Warhol. Mechanical Art was the most visited event
during the year. Turning to CosmoCaixa, Welfare Projects’ Science Museum in Barcelona, highlights for
the year included the unveiling of T. rex, displaying the fossil of a dinosaur that inhabited the Earth some
67 million years ago. Meanwhile, at CaixaForum Madrid the most popular exhibition was Ramon Casas. A
much-yearned modernity.

8. OTHER INFORMATION

8.1. Environmental information

Criteria is committed to environmental protection; a commitment that goes beyond its legal obligations
to embrace an environmental management system under ISO 14001 that is fully integrated within its
business and extends to all its projects.

Since Criteria’s main business is the management of business holdings, it does not have any environmental
expenses, assets, provisions or contingencies that might be material with respect to its equity, financial
position or results.

Thanks to the seats it holds on the governing bodies of its investees, Criteria has been lobbying for internal
policies to assess and control social and environmental risks at its investees, so as to ensure that they
operate and do business in a responsible and ethical manner.

Currently more than 70% of Criteria’s GAV comprises companies operating in the banking, energy and
services sectors, of all which have well-defined corporate responsibility strategies and are also
multinational enterprises that publicly disclose information in accordance with best practices on how they
are implementing their sustainability strategies. Their commitment and responsibility have been
acknowledged by various Spanish and international bodies in prestigious rankings or indexes, including
the FTSE4Good and the Dow Jones Sustainability Index. Most of them are also signatories to the Carbon
Disclosure Project.

Criteria’s biggest investee, CaixaBank, has an environmental protection system in place under European
EMAS Regulation 1221/2009, ISO 14001 and I1SO 50001, as well as a three-year environmental plan (2016-
2018, focusing on the fight against climate change). On the subject of environmental and energy policy,
noteworthy is Criteria’s adherence to the Equator Principles since 2007 and the United Nations Global
Compact and its commitment to championing environmentally-friendly technologies. It also seeks to
include environmental and energy efficiency criteria in products and services and has shown ongoing
support for initiatives to combat climate change.
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8.2. Information on average payment periods to suppliers

Information on deferred payments to suppliers: disclosure requirements under Law 15/2010 of 5 July

The entry into force of Law 15/2010, of 5 July, amending Law 3/2004, of 29 December, establishing
measures to combat late payment in commercial transactions, requires companies to expressly publish
information on the payment periods to their suppliers in the notes to the financial statements. Pursuant
to this disclosure obligation, on 4 February 2016 the corresponding resolution issued by the Spanish
Accounting and Audit Institute (ICAC) was published in the Official State Gazette (BOE), repealing and
replacing the 29 December 2010 resolution.

In accordance with the 29 January 2016 resolution, a breakdown of the information required in relation
to payments made and pending at the balance sheet date is provided below:

Payments made and pending at 31 December 2017 and 2016

Amount
(Thousands of euros) 2017 2016
Total payments made 79,491 80,039
Total payments pending 6,009 1,329
Total payments 85,500 81,368
Average payment period and ratio of payment to suppliers

Days

(Days) 2017 2016
Average payment period to suppliers 18 35
Ratio of transactions paid 17 35
Ratio of transactions pending payment 27 23

8.3. Criteria information channels

Criteria has the following information channels in place:

e Corporate website (www.criteriacaixa.com), which provides information mainly on the
Company’s investment portfolio, issuing activity, governance bodies and yearly and half-yearly
financial information. A total of 70,021 visits were reported in 2017.

e Two electronic mailboxes: one intended for investors and analysts
(investor.relations@criteria.com) and the other for general information and enquiries
(info@criteria.com). The company also provides a form for queries relating to the real estate
portfolio.

9. EVENTS AFTER THE REPORTING PERIOD

No significant events occurred between 31 December 2017 and the date of issue of the accompanying
annual financial statements.
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10. CORPORATE GOVERNANCE REPORT FOR 2017

Law 16/2007, of July 4, reforming and adapting Spanish corporate accounting legislation for its
international harmonisation with European legislation, redrafted article 49 of the Spanish Commercial
Code regulating the minimum scope of management reports. Pursuant to this regulation, Criteria has
included its Annual Corporate Governance Report as a separate section of the Management Report.

A full word-processed copy of the 2017 Annual Corporate Governance Report of Criteria Caixa, S.A.U., as
approved by the Company’s Board of Directors on 15 March 2018, is provided hereunder. The original
report, prepared in accordance with the prescribed format and prevailing regulations, is available on the
website www.criteriacaixa.com and on the website of the Spanish National Securities Market Commission
(CNMV.)
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11. APPENDIX — GLOSSARY OF FINANCIAL INFORMATION

In addition to the financial information contained in this document, which was prepared in accordance
with the Spanish General Chart of Accounts (Plan General de Contabilidad), this document includes certain
Alternative Performance Measures (APMs) as defined in the guidelines on Alternative Performance
Measures issued by the European Securities and Markets Authority on 30 June 2015 (ESMA/2015/1057)
(the "ESMA guidelines”). Criteria relies on certain APMs, which have not been audited, to provide a better
understanding of the Company’s financial performance. These measures are considered additional
disclosures and in no case replace the financial information prepared under the Spanish General Chart of
Accounts. Moreover, the way the Company defines and calculates these measures may differ to the way
similar measures are calculated by other companies. Accordingly, they may not be comparable.

The ESMA Guidelines define an APM as a financial measure of historical or future performance, financial
position, or cash flows.

In accordance with these guidelines, following is a list of the APMs currently used, along with a
reconciliation between certain management indicators and the indicators presented in the financial
statements prepared under the Spanish General Chart of Accounts.

ALTERNATIVE PERFORMANCE MEASURES

Management perimeter. Comprises Criteria at non-consolidated (individual) level and wholly-owned
companies under its direct management (includes the following: Inmo Criteria Caixa, S.A.U.,
Arrendamiento Inmo Criteria Caixa, S.L.U., Servihabitat Alquiler, S.L., Servihabitat Alquiler II, S.L.U., Els
Arbres de la Tardor, S.L.U. and Mediterranea Beach & Golf Community, S.A.U.).

Listed assets/GAV. Total listed stakes divided by GAV (%).

Exchangeable bonds. Total face value of debt issues in which bond holders have the option of exchanging
their bonds at a pre-defined price for shares in CaixaBank.

Senior bonds. Total face value of senior unsecured debt issues where the only security is the Company’s
own assets.

Cash and cash equivalents. Sum of cash and of current accounts receivable and current accounts payable
of all companies that fall within Criteria’s management perimeter.

Gross debt. Sum of CaixaBank debt, Subordinated debt, Unsecured bonds, Exchangeable bonds and Bank

loans ex-CaixaBank. Provided below is a reconciliation between the long- and short-term debt recognised
on the balance sheet and the debt for management purposes shown in this management report.
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Millions of euros

2017 2016
Total long- and short-term debts / accompanying balance sheet (Note 17) 6,240 8,230
Premiums and borrowing costs 16 29
Derivative financial instruments (22) (43)
Other financial liabilities (2) (2)
Interest accrual (37) (33)
Total nominal debt / balance sheet 6,195 8,180
Nominal amount of loans at real estate subsidiaries wholly owned by
. 114 588
Criteria
Debt at Arrendamiento InmoCriteria Caixa 114 299
Debt at Els Arbres de la Tardor - 225
Debt at Servihabitat Alquiler and Servihabitat Alquiler 11 - 64
Gross debt, for management purposes 6,309 8,768

CaixaBank debt. Total face value of the bank debt assumed with CaixaBank by the companies that fall
within Criteria’s management perimeter.

Net debt. Difference between Gross debt and Cash and equivalents.

Subordinated debt. Total face value of the debt issues of companies included within Criteria’s
management perimeter that have been placed through the CaixaBank network among retail customers
and that rank junior to both senior debt and bank loans.

Total dividends. Sum of dividends reported in the individual income statement for management purposes
and the other dividends received by the Company and which, according to applicable accounting criteria,
have not been recognised on the accompanying income statement. The following table provides a
reconciliation for 2017 and 2016 between the dividends appearing on the income statement of the
accompanying annual report and total dividends.
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Millions of euros

2017 2016
Dividends / accompanying income statement (Note 20) 813 619
Reclassification of Inversiones Autopistas dividends following the sale of
shares in Abertis to "Profit/(loss) on sales and others" of the income (80) -
statement for management purposes
Other 1 -
Dividends / income statement for management purposes 734 619
Dividends received but not recognised as income on the income 60 208
statement
CaixaBank dividends received as shares - 220
BEA dividends received as shares 50 15
BEA dividends received by CaixaBank as shares and delivered to Criteria under the ) 2%
asset swap agreement
GFl dividends received by CaixaBank in cash and delivered to Criteria under the ) 13
asset swap agreement
Dividends from Saba Infraestructuras received in cash 10 5
Dividends from Inversiones Autopistas received in cash - 13
Dividends from other investees received in cash - 6
Total dividends 794 917

Bank loans ex-CaixaBank. Total bank loans arranged bilaterally with Spanish and international financial

institutions other than CaixaBank by companies that fall within Criteria’s management perimeter.

Debt ratio (LTV). Net debt divided by GAV (%).

Gross Asset Value (GAV): combined gross asset value of all companies that fall within Criteria’s

management perimeter.

- Total listed stakes. Classified as either:

o Banking portfolio. Includes the shares of listed banks owned by Criteria, valued at the
price of the share on the relevant stock market. Where the currency of the investees is
non-euro, share price is calculated at the equivalent value in euros at the official

exchange rate.

o Portfolio of industrial and services companies. Includes the shares of listed industrial
and services companies owned by Criteria and companies under its direct management,

valued at the price of the share on their respective stock market.
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Total non-listed stakes. Classified as either:

o Portfolio of industrial and services companies. Includes the shares of non-listed
industrial and services owned by Criteria, valued at their net carrying amount on the
individual financial statements of Criteria.

o Real estate portfolio. Includes real estate assets owned by Criteria and companies under
its direct management, valued at their net book value on the individual financial
statements of each holding company.

Net Asset Value (NAV). Difference between GAV and Net debt.

The following sections are included on the individual income statement for management purposes:

Dividends from the banking portfolio. Shows dividends paid to Criteria from its stakes in banks,
namely CaixaBank, Grupo Financiero Inbursa and Bank of East Asia.

Dividends from the industrial portfolio. Shows the dividends paid to Criteria due to its holdings
in industrial and services companies, which are essentially its stakes in Gas Natural Fenosa,
Abertis, Inversiones Autopistas, Suez, Cellnex Telecom, Saba Infraestructuras and Aigilies de
Barcelona Empresa Metropolitana del Gestio del Cicle Integral de I'Aigua.

Management of real estate assets. Shows earnings from the real estate business carried out by
Criteria individually, plus allowances for any impairment losses on real estate and portfolio assets
relating to the Company’s holdings in real estate subsidiaries.

Operating costs. Essentially includes overheads, staff expenses, depreciation and amortisation
not relating to the real estate business.

Operating income. Sum of Dividends from the banking portfolio, Dividends from the industrial
portfolio, Management of real estate assets and Structural costs.

Financial result. The difference between financial income and financial expenses, associated with
Criteria’s Gross debt and Cash, respectively. The following table provides a reconciliation for 2017
and 2016 of the financial result appearing on the income statement for management purposes
and the financial income and expenses appearing on the accompanying income statement.
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Millions of euros

2017 2016
Financial income on the income statement (Note 20.g) 6 4
Financial expenses on the income statement (Note 20.h) (150) (272)
Financial income less financial expenses on the income statement (144) (268)
Accruals of income from terminating interest rate derivatives hedging ) 19
subordinated obligations (Note 20.j)
Other (1) -
Financial result as per income statement for management purposes (143) (249)

- Gains/(losses) on sales and others. Includes, among others, capital gains and losses on sales of

shareholdings, as well as changes in the market value of interest rate swap agreements.

- Profit/(loss) before tax. Sum of Operating income, Financial result and Gains/(losses) on sales and

others.
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ANNUAL CORPORATE GOVERNANCE REPORT OF OTHER ENTITIES, OTHER
THAN SAVINGS BANKS, THAT ISSUE SECURITIES TRADED ON

OFFICIAL MARKETS
A OWNERSHIP STRUCTURE
Al Detail of the most significant shareholders or unit trust shareholders from your entity at
year-end:
NIF or CIF Name or corporate name % of share capital

of shareholder or unit
trust shareholder
G-58899998 CAIXA D’ESTALVIS | 100
PENSIONS DE BARCELONA,
"LA CAIXA” BANKING
FOUNDATION

A2 Indicate, as applicable, any family, commercial, contractual or corporate relationships
between owners of significant shareholdings, insofar as these are known by the bank,
unless they are insignificant or arise from ordinary trading or exchange activities.

NIF or CIF Related-party names Type of Brief description
or corporate names relationship
*See Note in Section
G
A3 Indicate, as applicable, any commercial, contractual or corporate relationships between

the significant shareholders or unit trust shareholders and the entity, unless they are
insignificant or arise from ordinary trading or exchange activities.

NIF or CIF Related-party names or corporate names

G-58899998 CAIXA D’ESTALVIS | PENSIONS DE BARCELONA,
"LA CAIXA” BANKING FOUNDATION

Type of relationship: CORPORATE.
Brief description Caixa d’Estalvis i Pensions de Barcelona, ”la Caixa” Banking Foundation,
is the company’s sole shareholder.

A4 Indicate, if applicable, any restrictions on the exercise of voting rights as well as on the
acquisition or transfer of equity investments:

Yes v No



Description of the restrictions

TRANSFER OF EQUITY INVESTMENTS: The limitations on the transferability of shares
are set forth in article 9 of the bylaws. Transfers in favour of (i) other shareholders,
(i) the spouse, the ascendants or descendants of the transferring shareholder, and
(iii) companies belonging to the same group of companies as the transferring
shareholder are unrestricted. Other than in these cases, a shareholder who intends
to transfer his shares in the Company must give written notice to the governing body
indicating the number, class and series of the shares that he wishes to transfer, the
name, the domicile and the nationality of the person to whom he wishes to transfer
them, the price or consideration for each share, and the conditions according to which
the transaction shall be carried out. After the length of time, and in accordance with
the procedure, set forth in the bylaws, the remaining shareholders shall have the right
of first refusal and, as applicable, the right of the Company itself.

EXERCISE OF VOTING RIGHTS: There are no restrictions on the voting rights
corresponding to the shares of CRITERIA CAIXA, S.A.U.
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ANNUAL CORPORATE GOVERNANCE REPORT OF OTHER ENTITIES, OTHER

B.1

B.2

B.3

THAN SAVINGS BANKS, THAT ISSUE SECURITIES TRADED ON
OFFICIAL MARKETS

GENERAL MEETING OR EQUIVALENT BODY

Indicate the quorum for a general meeting or equivalent body set forth in the bylaws.
Describe how it differs from the system of minimum quorums set forth in the Corporate
Enterprise Act (LSC) or the applicable regulations.

In accordance with article 16 of the bylaws, the general meeting shall be validly held, at
first call, if the shareholders in attendance or represented by proxy hold at least 25% of
the subscribed share capital with voting rights. At second call, the meeting shall be
validly held regardless of the proportion of share capital in attendance. In order for the
General Meeting, whether Ordinary or Extraordinary, to validly agree to issue securities,
suppress or limit subscription rights, increase or reduce capital, carry out a
transformation, merger, spin-off, global transfer of assets and liabilities, transfer the
registered office to a foreign country or make any changes to the Bylaws, shareholders
at first call, whether present or proxy, representing at least 50% of subscribed capital
with voting rights must be in attendance. On second call the attendance of shareholders
holding 25% of the share capital shall suffice. The foregoing is without prejudice to other
cases set forth in the law, in particular in special laws that may be applicable to the
Company.

The Company currently has a sole shareholder; consequently, the system set forth in the
restated text of the Corporate Enterprise Act shall apply.

Explain the system for adopting corporate resolutions. Describe how it differs from the
system set forth in the LSC or the applicable regulations.

In accordance with article 18 of the bylaws, Board resolutions shall be adopted by a
simple majority of the shareholders in attendance or represented by proxy at the
general meeting. Resolutions shall be understood to be adopted when they receive
more votes in favour than against the share capital present or represented by proxy at
the meeting.

The system for adopting Board resolutions set forth in Article 18 of the Bylaws is the
same as that set forth in the Corporate Enterprise Act.

The Company is currently a sole shareholder’s company.

Briefly indicate what resolutions were adopted at the general meetings or equivalent
bodies held during the year referred to in this report and the percentage of votes with
which they were adopted.

The resolutions of the Company’s sole shareholder in 2017 were:

19/01/2017: Distribution of reserves (other reserves) for the sum of EUR 100 million.



B.4

B.5

16/03/2017: Approval of the maximum level of variable remuneration for employees
whose work has a significant impact on the Company’s risk profile and the Appointment
of Mr. Eugenio Gay Montalvo as a non-executive (proprietary) Director at the Company.
18/05/2017: Approval of the individual and consolidated financial statements
corresponding to the year ended at 31 December 2016 and the respective management
reports. Approval of the directors’ performance in 2016. Appropriation of profit in 2016.
Distribution of reserves (other reserves) for the sum of EUR 100 million and re-election
of the auditor.

06/07/2017: Distribution of reserves (other reserves) for the sum of EUR 100 million.
06/10/2017: Change of registered address to Palma (Plaza Weyler, 3) and modification
of the Bylaws.

Indicate the address and mode of accessing your entity’s webpage with information on
corporate governance.

The information on the corporate governance of Criteria Caixa, S.A.U. is available on the
Company’s corporate webpage (www.criteriacaixa.com).

Indicate if meetings have been held of the different syndicates, if applicable, of holders
of securities issued by the entity, the purpose of such meetings held during the year
referred to in this report, and the main resolutions adopted.

In 2017 CriteriaCaixa did not hold any Bondholders’ General Assemblies.


http://www.criteriacaixa.com/
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C

C1

STRUCTURE OF ADMINISTRATION OF THE ENTITY

Board or governing body

Ci1.1

C.1.2

Indicate the maximum and minimum number of Directors or members of the
Board set out in the bylaws:

members of the governing body

Maximum number of Directors or 20
members of the governing body
Minimum number of Directors or 8

Complete the following table on the members of the Board or governing body
and their respective status:

MEMBERS OF THE BOARD/GOVERNING BODY

NIF or CIF of Name or corporate name Representative Last date of

the Board of the member of the appointment

member Board/governing body

*See Note in
Section G
36456287-E | Isidro Fainé Casas - 18/12/2013
40260078-G | Alejandro Garcia-Bragado - 26/06/2014
Dalmau
37590507-C | Javier Godd Muntafiola - 26/06/2014
15766311-H | José Antonio Asidin Ayala - 18/12/2013
28744747-7 | Marcos Contreras - 18/12/2013
Manrique

X1596112G | Jean-Louis Chaussade - 18/12/2013
46215647-E | Isabel Estapé Tous - 18/12/2013
46672425-C | Francisco Javier Garcia Sanz - 18/12/2013
36469328-E | Eugenio Gay Montalvo - 17/03/2017
46309503-S | Victor Grifols Roura - 26/06/2014
46302019-Y | Josep-Delfi Guardia Canela - 18/12/2013
Y2771477-Z | Heinrich Haasis - 18/12/2013
42942802-P | Francesc Homs Ferret - 18/12/2013
36467929-A | Juan José Lépez Burniol - 26/06/2014
39335259-S | Josep Joan Simén Carreras - 18/12/2013




C.1.3 List the members of the Board or governing body, if any, who hold office as
Directors or executives in other entities belonging to the entity’s group.
NIF or CIF of Name or Corporate NIF or CIF of Position
the Board corporate name of the the group’s
member name of the group entity entity
member of the
Board/governi
ng body
36456287-E Isidro Fainé Caixa d’Estalvisi | G-58899998 | Chairman of the
Casas Pensions de Board of
Barcelona, “la Trustees
Caixa”, Banking
Foundation
37590507-C Javier Godd Caixa d’Estalvisi | G-58899998 Trustee
Muntafola Pensions de
Barcelona, “la
Caixa” Banking
Foundation
42942802-P Francesc Homs | Caixa d’Estalvisi | G-58899998 Trustee
Ferret Pensions de
Barcelona, “la
Caixa”, Banking
Foundation
Inmo Criteria
Caixa, S.A.U.
A-63346290 Second Deputy
Chairman of the
Board of
Directors
36467929-A Juan José Caixa d’Estalvis i | G-58899998 Deputy
Lépez Burniol | Pensions de Chairman of the
Barcelona, “la Board of
Caixa”, Banking Trustees
Foundation
36469328-E Eugenio Gay Fundacién G-58899998 Trustee
Montalvo Bancaria Caixa
d’Estalvis i
Pensions de
Barcelona, “la
Caixa”




C.1.4 Complete the following table on the number of female Directors on the Board
of Directors and the committees thereof, as well as the changes therein over the
last four years.

Number of women Directors

2017 2016 2015 2014
Number % Number % Number % Number %
Board of 1 1 1 1
Directors 6.66% 6.66% 6.66% 5.88%
Executive N.S. N.S. N.S. N.S.
Committee
Audit and Control 1 1 1 1
Committee 33.33% 33.33% 33.33% 33.33%
Appointments 1 1 1 1
and 33.33% 33.33% 33.33% 33.33%
Remuneration
Committee
C.1.5 Complete the following table on the aggregate remuneration of the Directors or
members of Board or of the governing body during the year:
Thousands of euros
Remuneration item Individual Group
Fixed remuneration 3,207 128
Variable 0 0
remuneration
Attendance fees 0 0
Other remuneration 0 0
TOTAL: 3,207 128
C.1.6 List any members of senior management who are not Directors or executive
members of the governing body and indicate total remuneration paid to them
during the year.
NIF or CIF Name or corporate name Position
36017940D | Marcelino Armenter Vidal General Manager
46533282G | Jaume Gird Ribas General Manager of Communications
46109324M | Javier José Paso Luna Tax and Legal Area Manager
35114207S | Oscar Valentin Carpio Garijo Assistant Deputy General Manager
46119725X | Xavier Moragas Freixa Assistant Deputy General Manager
15851133Q | Enrique Gofii Beltran de Assistant to the Office of the Chairman
Garizurieta
Total remuneration received by senior management 4,308
(thousands of euros)

*See Note in Section G
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C.1.7 Indicate whether the Bylaws or the Board regulations set a limited term of office
for Directors or members of the governing body.
Yes No v’
Maximum number of years Four (4) years, although Directors can be
in office re-elected indefinitely for periods of
equal duration
C.1.8 Indicate whether the consolidated and individual financial statements

submitted for authorisation for issue by the Board or governing body are
previously certified:
Yes No v

Identify, where applicable, the person(s) who certified the company’s individual and consolidated

financial statements prior for their authorisation for issue by the Board.

Name Position

C.1.9

Explain the mechanisms, if any, established by the Board of Directors or
governing body to prevent the individual and consolidated financial statements
it prepares from being laid before the General Shareholders’” Meeting or
equivalent body with a qualified audit report.

The Audit and Control Committee is responsible for ensuring that the financial
information is correctly drawn up in addition to other duties which include the
following in order to avoid a qualified audit report:

(i) to serve as a channel of communication between the Board of Directors
and the auditors, to evaluate the results of each audit and the responses of
the management team to its recommendations and to mediate in cases of
discrepancies between the former and the latter in relation to the
principles and criteria applicable to the preparation of the financial
statements, as well as to examine the circumstances which, as the case may
be, motivated the resignation of the auditor;

(i) to establish appropriate relationships with auditors in order to receive
information, for examination by the Audit and Control Committee, on
matters which may jeopardise the independence of said auditors and any
other matters relating to the audit process and any other communications
provided for in audit legislation and technical audit regulations.

(iii) to supervise compliance with the auditing contract, striving to ensure that
the opinion about the Annual Financial Statements and the principal
contents of the auditor’s report are drafted clearly and precisely.

(iv) to review the Company’s accounts and the periodic financial reporting
which the Board must furnish to the markets and its supervisory bodies
and, in general, to monitor compliance with legal requisites on this subject
matter and the correct application of generally accepted accounting
principles, as well as to provide periodic financial information in advance to
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the Board of Directors and to report on the proposals for modification of
accounting principles and criteria suggested by management.

C.1.10 Is the Secretary to the Board or of the governing body a Director?

Yes No v/

C.1.11 Indicate and explain, where applicable, the mechanisms to preserve the

independence of the external auditor, financial analysts, investment banks and
rating agencies.

The Audit and Control Committee is responsible for submitting to the Board of
Directors, for submission to the Sole Shareholder, the proposals for selection,
appointment, re-election and replacement of the external auditors, in
accordance with the regulations applicable to the Company, as well as the
contracting conditions thereof, and for regularly gathering from the external
auditor information on the auditing plan and its execution as well as preserving
its independence in the exercise of its duties.

On an annual basis, the Audit and Control Committee receives from the external
auditors a declaration of independence from the entity or entities related to it
directly or indirectly, in addition to information on additional services of any
kind rendered and the corresponding fees received from these entities by the
external auditor or by the persons or entities related to the external auditor as
stipulated in auditing legislation. In addition, the Audit and Control Committee
issues annually, prior to the audit report, a report containing an opinion on the
independence of the auditors. This report contains, in all cases, the evaluation
of the provision of any additional services referred to in this section, individually
and collectively considered, other than the legal audit and related to the degree
of independence or to the regulatory audit regulations;

The Company has a policy governing the relationship with the external auditor,
approved by the Audit and Control Committee and by the Board of Directors of
the Company, to guarantee compliance with applicable legislation and the
independence of the auditing work.

C.2 Committees of the Board or governing body

c.21

C.2.2

List the committees of the Board or governing body:

Name of the committee No. of members
Audit and Control Committee 3
Appointments and 3
Remuneration Committee

Detail all committees of the Board or governing body and the members of said
committees and the proportion of executive, proprietary, independent and
other external directors on them (entities not having the legal form of
companies do not complete the category of director in the corresponding table
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and in the section with their legal regime and the manner in which they fulfil the
conditions for belonging to the Audit Committee and the Appointments and
Remuneration Committee):

AUDIT AND CONTROL COMMITTEE

Name Position Category
Isabel Estapé Tous Chairman Independent
Marcos Contreras Manrique Committee Member | Independent
Josep Joan Simén Carreras Committee Member | Proprietary
% of proprietary Directors 33.33%
% of independent Directors 66.67%
% of other external Directors 0%
Number of meetings 8

Explain the committee's duties, describe the procedure and organisational and
operational rules and summarise the main actions taken during the year.

As required in the Bylaws, the Board of Directors appointed an Audit and
Control Committee with the areas of responsibility and rules of operation set
forth in current regulations. The Audit and Control Committee is made up of
non-executive Directors, and it has a minimum of three and a maximum of
five members, and at least one of its members is independent.

The Board of Directors has appointed the members of the Audit and Control
Committee, to which end it shall bear in mind the knowledge, aptitudes, and
experience of the Board members and the assignments of the Committee.

The Audit and Control Committee appointed a Chairman from amongst its
independent members. It also appointed a Secretary and a Deputy Secretary,
both of whom need not be members thereof. In the event that such
appointments are not made, the Secretary and Deputy Secretary of the Board
shall act as Deputy Secretary of the Committee. The members of the
Company’s management team or personnel shall be required to attend the
meeting of the Audit and Control Committee and to provide it with their
collaboration and access to the information available to them when the
Committee so requests. The Committee may also require the Company’s
auditors to attend its meetings.

In any event, notwithstanding any other task which may be assigned to it from
time to time by the Board of Directors, the Audit and Control Committee shall
exercise the following basic duties:

a) To report at the Annual General Meeting on matters posed by
shareholders in the area of its competence;

b) To submit to the Board of Directors, for submission to the General
Shareholders’ Meeting or to the Sole Shareholder, the proposals for
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d)

g)

selection, appointment, re-election and replacement of the external
auditors, in accordance with regulations applicable to the Company, as
well as the contracting conditions thereof, and to regularly gather from
the Board information on the auditing plan and its execution as well as to
preserve its independence in the exercise of its duties;

To supervise the internal auditing services, verifying the adequacy and
integrity thereof, to propose the selection, appointment and substitution
of the persons responsible for said services, to propose the budget for such
services, and to verify that senior management bears in mind the
conclusions and recommendations of their reports;

To serve as a channel of communication between the Board of Directors
and the auditors, to evaluate the results of each audit and the responses
of the management team to its recommendations and to mediate in cases
of discrepancies between the former and the latter in relation to the
principles and criteria applicable to the preparation of the financial
statements, as well as to examine the circumstances which, as the case
may be, motivated the resignation of the auditor;

To oversee the process for preparing and submitting required financial
information and the effectiveness of the Company’s internal control
systems, internal audit and risk management system, including tax risks,
and to discuss with the auditors of accounts any significant weaknesses in
the internal control system identified during the course of the audit;

To establish appropriate relationships with auditors in order to receive
information, for examination by the Audit and Control Committee, on
matters which may jeopardise the independence of said auditors and any
other matters relating to the audit process and any other communications
provided for in audit legislation and technical audit regulations. In all
events, on an annual basis, they shall receive from the external auditors a
declaration of independence from the entity or entities related to it
directly or indirectly, in addition to information on additional services
rendered of any kind and the corresponding fees received from these
entities by the external auditor or by the persons or entities related to the
external auditor as stipulated in auditing legislation. In addition, the Audit
and Control Committee will issue annually, prior to the audit report, a
report containing an opinion on the independence of the auditors. This
report shall contain, in all cases, the evaluation of the provision of any
additional services referred to in this section, individually and collectively
considered, other than the legal audit and related to the degree of
independence or to the regulatory audit regulations;

To supervise compliance with the auditing contract, striving to ensure that
the opinion about the Annual Financial Statements and the principal
contents of the auditor’s report are drafted clearly and precisely.

To review the Company’s accounts and the periodic financial reporting
which the Board must furnish to the markets and its supervisory bodies
and, in general, to monitor compliance with legal requisites on this subject
matter and the correct application of generally accepted accounting
principles, as well as to provide periodic financial information in advance
to the Board of Directors and to report on the proposals for modification
of accounting principles and criteria suggested by management.
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i) To supervise the compliance with regulations with respect to related party
transactions and, previously, inform the Board of Directors on such
transactions. In particular, to ensure that the information on said
transactions be reported to the market, in compliance with the provisions
of legislation, and to report on transactions which imply or may imply
conflicts of interest;

i) To supervise the compliance with Internal Rules of Conduct on matters
relating to the Stock Market and, in general, of the rules of corporate
governance applicable to it;

k) To previously report to the Board on the creation or acquisition of stakes
in special purpose entities domiciled in countries or territories considered
to be tax havens, as well as any other transactions or operations of an
analogous nature which, due to their complexity, may be detrimental to
the transparency of the Company or of the group to which it belongs;

[) To consider the suggestions submitted to it by the Chairman of the Board
of Directors, Board members, executives and shareholders of the
Company, and to establish and supervise a mechanism which allows the
employees of the Company or of the group to which it belongs
confidentially and, if deemed, appropriate, anonymously, to report
irregularities of potential significance, especially financial and accounting
ones, which they observe within the Company;

m) To receive information and, where applicable, issue a report on the
disciplinary measures intended to be imposed upon members of the
Company’s senior management team.

n) Any others attributed thereto by Law and other regulations applicable to
the Company.

For all matters not expressly foreseen for the Audit and Control Committee,
the rules of operation set forth in the Bylaws concerning the Board of
Directors shall be applied, provided that they are compatible with the nature
and duties of the corresponding committee.

As a consequence of the powers attributed, the most important actions of the
Audit and Control Committee in 2017 were:

- At the meeting held at 06/02/2017: Review of the prudential
deconsolidation process.

- At the meeting held at 21/02/2017: Approving and submitting to the
Board of Directors, inter alia: 1) Annual Financial Report. Preparation of
the individual and consolidated financial statements and of the
management reports. Annual Corporate Governance Report. Proposed
appropriation of profit for 2016; 2) Regulatory aspects (RAF metrics); 3)
Policies and internal regulations (Annual Report on the Internal Rules of
Conduct and appointment of members of the Internal Rules of Conduct
Monitoring Committee) and 4) Internal Audit Reports.

- At the meeting held at 20/04/2017: 1) Review of the concise declaration
on the Annual Report of the Internal Capital Adequacy Assessment
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Process (ICAAP); 2) Review of the concise declaration on the Annual
Report of the Internal Liquidity Adequacy Assessment Process (ILAAP); 3)
Information of Prudential Relevance (IPR); 4) Procurement of services
provided by the External Auditor; and 5) Internal Audit matters.

- At the meeting held at 28/04/2017: 1) Information on the System for
Internal Control over Financial Reporting (ICFR); 2) Closing the financial
statements for the 1st quarter of 2017; 3) Approving and submitting to
the Board of Directors, inter alia: Annual Report of the Internal Capital
Adequacy Assessment Process (ICAAP), Annual Report of the Internal
Liquidity Adequacy Assessment Process (ILAAP) and Information of
Prudential Relevance (IPR); and 4) Procurement of services provided by
the External Auditor.

- At the meeting held at 26/07/2017: Approving and submitting to the
Board of Directors, inter alia: 1) Financial statements for the 1st half of
2017; 2) Review of the interim financial statements; 3) Prudential
consolidation aspects and 4) Procurement of services provided by the
External Auditor.

- At the meeting held at 26/09/2017: Approving and submitting to the
Board of Directors, inter alia: 1) Recovery Plan of the Criteria Group; 2)
Independent expert’s Annual Report on anti-money laundering and
counter terrorist financing and 3) Procurement of services provided by the
External Auditor.

- At the meeting held on 19/10/2017, the distribution of the first interim
dividend with a charge to profits of €75 million for 2017.

- At the meeting held at 14/12/2017: Review of the projects deriving from
the prudential deconsolidation process and the approval and submission
to the Board of Directors, inter alia: 1) Second distribution of dividends
charged to profits of €25 million; 2) Amendments to the Internal Protocol
Governing Relations; 3) Model for the prevention of and response to
crimes at the Criteria Group; 4) Amendments to the Code of Ethics; 5)
Amendments to the Confidential Consulting and Whistle-blowing Channel
Regulations; 5) Report on Internal Audit activities and the Internal Audit
Plan for 2018.

Identify the Director who has been appointed Chairman on the basis of
knowledge and experience of accounting or auditing, or both and state the
number of years they have been Chairman.

Name of Director with experience Ms. Isabel Estapé Tous
Number of years as Chairman 4
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APPOINTMENTS AND REMUNERATION COMMITTEE

Name Position Category
Isabel Estapé Tous Chairman Independent
José Antonio Asiain Ayala Committee Member | Independent
Juan José Lépez Burniol Committee Member | Proprietary
% of proprietary Directors 33.33%
% of independent Directors 66.67%
% of other external Directors 0%
Number of meetings 6

Explain the committee's duties, describe the procedure and organisational and
operational rules and summarise the main actions taken during the year.

As required in the Bylaws, the Board of Directors named an Appointments
and Remuneration Committee with the areas of responsibility and to be
governed by the rules of operation set forth in current regulations. The
Appointments and Remuneration Committee is made up exclusively of non-
executive Directors, and it has three members, and at least two of its
members are independent. The Appointments and Remuneration Committee
appointed a chairman from amongst the independent Directors that belong
to it. It also appointed a Secretary and a Deputy Secretary who are not
Directors.

In any event, notwithstanding any other task which may be assigned to it from
time to time by the Board of Directors, the Appointments and Remuneration
Committee shall exercise the following basic duties:

a) To evaluate the balance of skills, knowledge and experience on the Board
of Directors. For such purposes, it shall define the roles and capabilities
required of the candidates to fill each vacancy, and shall evaluate the time
and dedication necessary for them to effectively perform their duties.

b) To establish a target representation of the gender least represented on
the Board of Directors and prepare guidelines of how to achieve this
objective;

c) To submit to the Board of Directors the proposals for the nomination of
the independent Directors to be appointed by co-option or for submission
to the decision of the General Shareholders' Meeting, as well as the
proposals for the reappointment or removal of such Directors by the
General Shareholders Meeting;

d) To report on the proposed appointments of the remaining Directors to be
appointed by co-option or for submission to the decision of the General
Shareholders' Meeting, as well as the proposals for their reappointment
or removal by the General Shareholders' Meeting;

e) To report on proposals for the appointment and removal of senior
executives and the basic terms and conditions of their contracts;

f) To examine and organise the succession of the Chairman of the Board of
Directors and the CEO of the Company and, where applicable, make
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recommendations to the Board of Directors to ensure a smooth and well-
planned handover;

g) To propose to the Board of Directors the remuneration policy for
Directors, general managers and those carrying out senior executive
duties and reporting directly to the Board, to the Executive Committees,
or to Chief Executive Officers, as well as the individual remuneration and
other contractual conditions of executive Directors, and to ensure that
such policies are observed.

For all matters not expressly foreseen for the Appointments and

Remuneration Committee, the rules of operation set forth in the Bylaws with

regard to the Board of Directors shall be applied, provided that they are

compatible with the nature and duties of the corresponding committee.

As a consequence of the powers attributed, the most important actions of the
Appointments and Remuneration Committee in 2017 were:

- At the meeting held at 24/01/2017: Resignation of the Secretary to the
Board of Directors.

- At the meeting held at 24/02/2017: Approving and submitting to the
Board of Directors: 1) Annual Corporate Governance Report; 2) Variable
Remuneration for 2016 and Senior Executive Remuneration for 2017 and
3) Identified Staff for 2017.

- At the meeting held at 28/04/2017: Approving and submitting to the
Board of Directors, inter alia: 1) Determination on the Identified Staff at
the Company; 2) Internal Assessment Report on the Remuneration Policy;
3) Information of Prudential Relevance; 4) Appointment of member of the
Audit and Control Committee.

- At the meeting held at 28/07/2017: 1) Bank of Spain information
requirements concerning the process of assessing the suitability of
Directors and Senior Management at the Company, in addition to the
Board of Directors as a whole.

- At the meeting held at 19/10/2017: Approving and submitting to the
Board of Directors the resolution concerning the withdrawal of the Policy
regarding the Remuneration of the Identified Group.

- Atthe meeting held at 14/12/2017: Ratifying and submitting to the Board
of Directors, for acknowledgement, the terms and conditions of the civil
liability insurance policy for Directors and Senior Management at
CriteriaCaixa.

*See Note in Section G
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RELATED-PARTY AND INTRAGROUP TRANSACTIONS

D.1 Details of the transactions conducted between the entity or entities of its group and the
shareholders, cooperativist unit holders, holders of proprietary rights or any other right
of the entity of an equivalent nature.

The most significant transactions carried out between CriteriaCaixa or its subsidiaries
and the Sole Shareholder, Caixa d’Estalvis i Pensions de Barcelona Banking Foundation,
"la Caixa", were as follows:

Name or
Name or
corporate name | Nature of Amount
corporate name .
o of the company the Type of transaction (thousands
of significant ] . .
orits group [relationship of euros)
shareholder i
entity
”la Caixa” CriteriaCaixa Corporate Distribution of reserves 300,000
Banking
Foundation
”la Caixa” CriteriaCaixa Corporate Distribution of interim 100,000
Banking dividends
Foundation

dNote 24 of the consolidated financial statements of CriteriaCaixa gives all the balances,

in the aggregate, of the Sole shareholder with companies in the Criteria Group.

D.2 Details of the transactions conducted between the entity or entities of its group and the
Directors or members of the governing body or executives of the entity.

All transactions were carried out in the ordinary course of business and on an arm’s

length basis.

Note 24 of the consolidated financial statements of CriteriaCaixa gives all the balances,
in the aggregate, with Directors and executives.

D.3 Details of intergroup transactions

The most significant transactions carried out by the Company with other entities
belonging to the Criteria Group are as follows:

Corporate name of
the group entity

Type of transaction

Amount

euros)

(thousands of

S.L.U.

Arrendamiento
Inmo Criteria Caixa,

Loans granted

175,000
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Els Arbres de la Loan granted 250,000
Tardor, S.L.U.

Inmo Criteria Caixa, | Loan granted 55,000
S.A.U.

Servihabitat Loan granted 45,000
Alquiler Il, S.L.U.

Inmo Criteria Caixa, | Capital increase through 302,653
S.A.U. cash contribution (share

capital and share premium)

Inmo Criteria Caixa, | Capital increase through 37,751
S.A.U. non-monetary contribution

(share capital and share

premium)

The most significant operations undertaken by the Company and or Criteria Group
companies with associate and jointly controlled entities were as follows:

Corporate name of Amount
P . . Type of transaction (thousands of
the associate entity
euros)
CriteriaCaixa Balances in term and 653,049
demand deposits in
CaixaBank
Saba Balances in term and 109,738
Infraestructuras, demand deposits in
S.A. CaixaBank
CriteriaCaixa Interest-rate hedge 1,100,000
*See Note in contracts (the notional
Section G value is indicated)
Arrendamiento Mortgage loans with 114,320
Inmo Criteria Caixa, | CaixaBank
S.L.U.

See Note 24 of the consolidated financial statements of the Criteria Group and Note 21
of the individual financial statements of CriteriaCaixa.

List the mechanisms established to detect, determine and resolve any possible conflicts
of interest between the entity or its group and its Directors or members of or governing
body or its executives.

The Company keeps its Directors informed of their obligations and, in particular, of their

obligation to avoid the conflicts of interest set forth in the Corporate Enterprise Act.
Each year, the Secretary of the Board of Directors or, where applicable, the Deputy

21



Secretary to the Board of Directors, sends a form for to each Director to indicate the
existence of any conflict of interest, in order for such conflicts to be recorded in the
financial statements and, if applicable, to evaluate if, in exceptional cases, an exemption
should be granted allowing Directors having requested authorisation to carry out given
actions.

Furthermore, the Company as Internal Rules of Conduct on matters relating to the Stock
Market, which sets forth various obligations, such as that of refraining from carrying out
certain transactions during certain periods, communicating and reporting given
transactions to the Company, safeguarding and taking action with regard to information
that may be considered privileged.
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E.1

RISK CONTROL AND MANAGEMENT SYSTEMS
Describe the risk management system in place at the entity.

Risk control is fully integrated in the business and the Company plays a proactive role in
ensuring that it is implemented. The Board of Directors, delegates responsibility for
supervising the efficacy of the internal control and risk management systems to the
Audit and Control Committee. The Management Committee ensures that controls are
duly implemented, takes decisions on how to improve these controls and provides
updates to the Governing Bodies.

In the fourth quarter of 2017, once the European Central Bank (ECB) confirmed that
there had been a loss of control over CaixaBank, CriteriaCaixa carried out the measures
required to adapt its corporate risk management model to this new situation.

In this connection, CriteriaCaixa's Board of Directors approved the Corporate Risk
Management Policy on 25 January 2018 (hereinafter, "CRM"), which provides a
framework for the establishment of the CRM model for the Criteria Group, including
CriteriaCaixa and the companies under its direct management which it fully owns. The
main aspects of the Model are:

o Control environment: promote a risk management and control culture,
informing all employees of updates made to the CRM policies and procedures
and offering regular training.

« Setting of corporate targets: based on Criteria Group's mission and vision, these
targets are the basis and starting point for risk identification and assessment
and control activities.

o Risk identification and assessment: detection of risks that could prevent
corporate targets from being achieved, and their assessment considering
probability of occurrence and impact (economic, reputational and in relation to
business continuity).

« Control activities: ensure the efficiency of the guidelines of set by Management
in a control risk framework, associating controls to risks in order to reduce their
probability of occurrence and/or impact.

« Monitoring and reporting: controlling risk development for each area and/or
business, monitor control assessment and assess their effectiveness in order to
report to the Governing Bodies.

« Supervision: ensure the efficiency of the CRM model by verifying the existence
of controls to mitigate risks and check they function correctly.

To work correctly, the CRM Model uses a methodological approach based on the three
lines of defence model, on which different levels of activity are defined to ensure that
risks are managed and monitored efficiently.

First line of defence: made up of the areas/businesses at Criteria Group responsible for:

« lIdentifying, assessing, mitigating and controlling risks, following the
approved internal policies and procedures.

« Reporting to the Internal Control Function on the status of the risks for
which they are responsible.
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E.2

E.3

« Maintaining effective internal control and consistently implementing risk
control procedures.

Second line of defence: made up of the Internal Control function, which is responsible
for:
« Defining of CRM model.
« Participate actively in the preparation of risk strategies and in key decisions
about their management.
« Consistently monitoring the effectiveness and development of the controls
and risks, reporting to the Management Committee.
« Monitoring and ensuring the standardisation of the CRM Model, and
keeping it updated.
« Implementing the corresponding improvements to the CRM Model.

Third line of defence: made up of the Internal Audit function, which is responsible for:
« Supervising the efficiency and sufficiency of the CRM Model.
« Independently assessing the effectiveness of corporate governance, risk
management and internal control.
« Verifying and reviewing the implementation of corporate control and risk
management procedures by the first and second lines of defence.

Identify the bodies in the entity responsible for preparing and implementing the risk
management system.

Board of Directors: through the Audit and Control Committee, supervises the
effectiveness of internal control and corporate risk management systems, including tax
risks. It is the body responsible for approving the CRM Policy.

Audit and Control Committee: This committee is responsible for supervising internal
audit services at the Criteria Group. The Audit and Control Committee is responsible for
supervising the CRM Model with the support of the Internal Audit function.

Management Committee This committee is responsible for ensuring that controls are
correctly implemented, taking the required decisions in relation to improvements in the
control activities implemented and/or required action plans, reporting to the Audit and
Control Committee and the Board of Directors.

Indicate the main risks which may prevent the savings bank from achieving its targets.

As per the methodology set forth in the international standards of the Committee of
Sponsoring Organizations of the Treadway Commission (COSO), the CRM model
establishes four categories of risks which, should they arise, could hinder the Group
achieving its objectives:

» Strategic: risks associated with the achievement of corporate targets.

o Financial: risks associated with the main financial variables. There are seven
subcategories:

« Liquidity: the risk of insufficient liquid assets to meet contractual maturities
of liabilities, regulatory requirements, or business needs.
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E.4

E.5

o Credit: the risk of potential losses arising from a counterparty not meeting
its payment obligations.

« Impairment of equity portfolio: Possible loss or impairment in the economic
profitability of the Group's business activities.

« Impairment of real estate assets: Possible impairment of real estate assets.

« Impairment of other assets: Possibility of depreciation on those Criteria
Group assets that are neither investments nor assets.

« Market risk: Possibility that the value of a financial instrument may vary as
a result of changes in price of shares, interest rates or foreign exchange
rates.

« Reliability of financial reporting: Possibility that the integrity, reliability and
quality of financial information may be affected.

o Operational: risk of loss arising from mistakes or inadequate management of
internal processes, people, systems, the use of assets or operating
infrastructure.

o Legal / compliance: risk relating to compliance with laws, regulation or market
standards in the areas where the Criteria Group operates, in addition to
compliance with internal policies.

Identify if the company has a risk tolerance level.

The CRM Model establishes that the areas / businesses of the Criteria Group that make
up the 1st line of defence identify, assess, control and mitigate risks in an appropriate
control environment, as established in the approved internal policy and procedures. The
effectiveness and performance of these risks and controls is monitored by the Internal
Control function, whilst Internal Audit is responsible for supervising the efficiency of the
model as a whole.

Furthermore, CriteriaCaixa has a number of management indicators in place (those that
are most representative for risk management at the Company), which make it possible
for governing and management bodies to monitor acceptable levels of risk. These
indicators are monitored by the Deputy General Manager of the Finance, Resources and
Human Resources Division and communicated to the Management Committee weekly,
which receives, reviews and reports them to the Audit and Control Committee and the
Board of Directors annually.

Identify any risks which have occurred during the year.

In 2017, there was no breach of management indicators, all of which remained within
compliance levels. Furthermore, there have been no breaches in terms of the regulatory
and bank management indicators in place up until September 2017, when the ECB
verified that CriteriaCaixa had lost control over CaixaBank and these indicators ceased
to apply to the Company.
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E.6

Explain the response and monitoring plans for the main risks the bank is exposed to.

As mentioned above, the CRM Model implemented employs the three lines of defence
model, on which different levels of activity are defined to ensure that risks are managed
and monitored efficiently.

CriteriaCaixa's Board of Directors periodically monitors the internal control and risk
management systems in place at CriteriaCaixa to this end.

In addition, the Audit and Control Committee is responsible for overseeing the process
of preparing and presenting financial reporting and the effectiveness of the Company's
internal control and risk management systems.

The response and monitoring plans for the main risks to which the Criteria Group is
exposed can be consulted below:

Strategic risks

Through the CRM Model, CriteriaCaixa monitors and reports to management and/or
governing bodies on the status of strategic risks and associated controls to mitigate
them.

Financial risks

o Liquidity risk
CriteriaCaixa monitors liquidity risk by consistently monitoring management indicators:
debt ratio (net debt over the market value of the assets), liquidity available at certain
terms, and interest coverage ratio.
Practically all the Group's financing matures in the long term. In this regard, the Group
continues its efforts to diversify funding sources, and manage the repayment terms of
its debt and the cost thereof.

o Credit risk
CriteriaCaixa's Investments area monitors the results generated by CriteriaCaixa's
holdings, carries out regular impairment tests and analyses the corresponding returns
for the Criteria Group.
The Criteria Group has a policy governing how it invests surplus cash in very liquid

financial products, offered or deposited in solvent entities or in entities with respect to
which it holds a net payable position.

o Impairment risk (of stakes, real estate assets and other assets)

CriteriaCaixa's Investment Area monitors these stakes on an ongoing case-by-case basis
to be able, at any time, to take the most appropriate decisions on the basis of the market
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performance observed and predicted and of the Group’s strategy. Also, the values are
subject to ongoing monitoring, in order to assess whether there is any objective
evidence of impairment.

Monitoring of the main investees is also performed by analysts responsible exclusively
for monitoring changes in economic and financial data and for understanding and
issuing alerts in the event of changes in regulations and business and fluctuations in
competition in the countries and sectors in which the investees operate.

Further, to ensure that the portfolio of real estate assets is recognised at its fair value in
the balance sheet, the Criteria Group uses internal models to determine the adjustments
to the main valuation given by full individual appraisals or to appraisals by independent
experts carried out on a regular basis. In particular, the internal valuation model factors
in, amongst others, the Criteria Group's sales experience for each type of asset or the
estimated sales costs to disposal of the asset.

Real estate assets are managed in order to recover the investment made, either by way
of leasing (investment properties), property development or a general plan to sell
(inventories).

o Market risk
Price risk

The Company has specialised teams that continuously monitor the listing of investee
companies.

Interest rate risk

The Group regularly monitors the impact of interest rate fluctuations. In order to
mitigate the risk of fluctuations in interest rates on floating rate borrowings,
CriteriaCaixa's management evaluates whether or not to arrange swaps depending on
current and forecast interest rates.

Foreign currency risk

Management assesses the advisability of arranging hedges in respect of its exchange
risks.

The Criteria Group may also be indirectly exposed to foreign currency risk through the
foreign currency investments made by investees due, in certain cases, to the major
international presence of these companies. These risks are assessed and, if applicable,
covered by the investee itself.

« Risk associated with financial reporting reliability

The Criteria Group has an appropriate and effective Internal Control over Financial
Reporting System; further details can be consulted in heading F of this document.
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Operational risks

Through the CRM Model, CriteriaCaixa monitors and reports to management and/or
governing bodies on the status of operational risks and associated controls to mitigate
them.

Legal/compliance risks

In order to manage compliance risk, the management and governing bodies encourage
the dissemination and promotion of the values and principles set out in the Code of
Business Conduct and Ethics and other rules of conduct, and their members, as well as
other employees, executives and officers must ensure compliance to these as a core
criteria guiding their day-to-day activities. CriteriaCaixa also has a whistle-blowing
channel on its corporate intranet used to submit enquiries about interpretation and
application of the Code of Business Conduct and Ethics, the Code of Information Systems
Use, the Crime Prevention Policy and the Internal Control over Financial Reporting (ICFR)
Policy, and to report any breaches of the aforesaid internal rules.

Therefore, the areas whose business is exposed to compliance risk implement and
manage level one controls to detect potential non-compliance risks and act effectively
to mitigate them. They must also ensure that their procedures are at all times consistent
with current legislation, regulatory standards and codes of conduct and standards,
putting in place mechanisms to prevent issues arising, detect trends and understand
new developments as they arise. Cooperation with advisory functions is therefore
essential.
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F.1.

2017 ANNUAL CORPORATE GOVERNANCE REPORT

CRITERIA CAIXA, S.A.U., SOCIEDAD UNIPERSONAL

INTERNAL CONTROL OVER FINANCIAL REPORTING (ICFR)

The entity’s control environment: The purpose here is to ensure that the market is
informed about the specific mechanisms the entity has deployed in order to maintain
an internal control environment conducive to comprehensive, reliable and timely
financial reporting (including the inputs used in drawing up financial statements), and
which acknowledges the possible existence of failures or irregularities which must be
detected and corrected.

F.1.1.

The bodies and/or functions responsible for: (i) the existence and regular
updating of a suitable, effective ICFR; (ii) its implementation; and (iii) its
monitoring.

In their response, entities should note whether the Board of Directors, as laid
down in its regulations, is ultimately accountable for the existence and regular
updating of a suitable, effective ICFR and whether the audit committee,
pursuant to its regulations and by-laws, is assigned responsibility for its
oversight. Likewise, entities should state whether other internal codes assign
senior management responsibility for the design and management of ICFR.

The ICFR Policy specifically establishes, in addition to other aspects, the roles,
responsibilities and internal control model applicable to ICFR, as described in
this section.

In this connection, the Board of Directors at CriteriaCaixa formally assumes
responsibility for ensuring the existence of a suitable, effective ICFR and has
delegated powers to the Deputy General Manager of the Finance, Resources
and Human Resources Division for its design, implementation and monitoring.

Furthermore, it is responsible for approving the ICFR Policy and should be
informed of all modifications made thereto.

CriteriaCaixa's Bylaws state that the Audit and Control Committee's
responsibilities shall include at least the following:

- Overseeing the process for preparing and submitting required financial
information and the effectiveness of the Company’s internal control
systems, internal audit and risk management system, including tax risks,
and to discuss with the auditors of accounts any significant weaknesses
in the internal control system identified during the course of the audit;

- Reviewing the Company’s accounts and periodic financial reporting
which the Board must furnish to the markets and their supervisory
bodies and, in general, to monitor compliance with legal requisites on
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F.1.2.

this subject matter and the correct application of generally accepted
accounting principles.

Consequently, the Audit and Control Committee is responsible for supervising
the ICFR activities and to this end, receives support from: (i) the functional area
for Internal Control over Financial Reporting (ICFR); (ii) the Internal Audit Area;
(iii) external auditors (as they review the pre-defined procedures in terms of the
ICFR section of the Annual Corporate Governance Report (ACGR) of CriteriaCaixa
each year); and (iv) other experts as deemed appropriate.

The Management Committee is responsible for revising and approving the ICFR
Process.

The Policy describes the internal control model, as part of which a
methodological and organisational approach has been taken based on the 3
lines of defence applicable to ICFR:

First line of defence: CriteriaCaixa Group Areas/Businesses

The Areas/Business assigned the following responsibilities:

- Undertaking transactions that are reflected in accounts.

- Participating in the process for preparing and/or reviewing financial
information.

Second line of defence: Internal control of Financial Reporting

The ICFR function monitors whether the practices and processes in place at the
Company ensure the reliability of the financial information and compliance with
applicable regulations.

Third line of defence: Internal Audit

This division is responsible for continuously reviewing the design,
implementation and operation of ICFR at the CriteriaCaixa Group. creating and
issuing reports which help CriteriaCaixa's Audit and Control Committee oversee
ICFR.

The existence or otherwise of the following components, especially in
connection with the financial reporting process:

The departments and/or mechanisms in charge of: (i) the design and review of
the organisational structure; (ii) defining clear lines of responsibility and
authority, with an appropriate distribution of tasks and functions; and (iii)
deploying procedures so this structure is communicated effectively
throughout the entity, with particular regard to the financial reporting
process.

The entity should report the main characteristics of the procedures for the
design, review and updating of the organisational structure, the lines of
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responsibility and authority and if these have been documented and distributed
to all employees involved in preparing financial information at the entity and its
group.

CriteriaCaixa’s Board of Directors, its Appointments and Remuneration
Committee, its Management Committee and through its General Manager,
reviews the organisational structure and the lines of responsibility and authority
at the entity.

The lines of responsibility and authority for drawing up the entity’s financial
information are clearly defined. It also has a comprehensive plan which includes,
amongst other issues, the allocation of tasks, key dates and the various revisions
to be carried out by each of the hierarchical levels. Both the above-mentioned
lines of authority and responsibility and planning have been duly documented
and all of those people taking part in the financial reporting process have been
informed of the same.

The ICFR Function reviews at least once a year all the risks within the ICFR scope
and all control activities designed to mitigate these. This process is carried out
in conjunction with all the areas involved. However, if, during the course of the
year, unidentified circumstances arise that could affect the preparation of
financial information, the ICFR function must evaluate the existence of risks in
addition to those already identified.

Code of conduct, approving body, degree of dissemination and instruction,
principles and values covered (stating whether it makes specific reference to
record keeping and financial reporting), body in charge of investigating
breaches and proposing corrective or disciplinary action.

With regard to the code of conduct, the entity should include information on
how this is distributed, whether employees must formally adhere to it and what
training is given on the code.

CriteriaCaixa has a Code of Ethics approved by its Board of Directors, which sets
forth the values that are specifically to be preserved and the manner in which
the Company is to exercise its professional corporate activity, establishing
enhanced standards of action which all persons, whether managers, executives
or employees, who perform professional services for CriteriaCaixa are to abide
by. The Code is available to all employees on the Company's intranet. In
addition, both the initial text and the successive modifications approved by the
Board of Directors of CriteriaCaixa are forwarded to the persons required to
comply with the Code of Ethics, and proof that they have received it is kept. All
new employees of CriteriaCaixa must sign the Code indicating that they will
abide by it.

The reinforced conduct standards of CriteriaCaixa are: CriteriaCaixa’s enhanced
standards of conduct are: regulatory compliance, prevention of conflicts of
interest, protection of the Company’s property and assets, preservation of the
corporate reputation, promotion of competition amongst suppliers, excellence
in the professional exercise of entrusted activities, teamwork, integrity through
rigour in internal control, prevention of fraudulent practices and prohibition of
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accepting gifts and presents, compliance with the Internal protocol on relations
between on the one hand "La Caixa" Banking Foundation and CriteriaCaixa and
its subsidiaries and on the other CaixaBank and its subsidiaries, and, lastly, the
preservation of confidentiality. In addition, respect for people, for their dignity
and diversity, for cultures and for their contribution to progress, and
commitment to social and environmental responsibility are CriteriaCaixa values.

Employees have access to a consulting and whistle-blowing channel for cases of
noncompliance with the Code of Ethics that is managed internally and regarding
which CriteriaCaixa ensures confidentiality of communications, and protects the
identity of the person reporting and his/her indemnity.

In addition, in cases of noncompliance with legislation relative to the securities
market applicable to securities issuers, CriteriaCaixa has Internal Rules of
Conduct on matters relating to the Stock Market (IRC) which govern the
conduct of employees, executives, Board members and certain third parties that
perform services at the Company. This ensures that these parties bring their
actions into line with the rules of conduct that the Securities Market Act,
Regulation 596/2014 of the European Parliament and of the Council on market
abuse, and the implementing regulations thereof set forth for securities issuers,
thus promoting transparency in the markets and safeguarding, at all times, the
legitimate interests of investors.

The Code is available to all employees on the Company's intranet. In addition,
both the initial text and the successive modifications approved by the
CriteriaCaixa’s Board of Directors are sent to the Covered Persons (as defined in
the Internal Rules of Conduct), who must sign the corresponding
acknowledgement of receipt.

CriteriaCaixa also has a Code of IT Use that was approved by its Board of
Directors in July 2015, and which applies to all executives and employees.

The main objectives of this Code of IT Use are to raise awareness on and ensure
the proper use and security of the Company’s technological media and of the
information that they contain and that is managed thereon. The Code was
forwarded to all employees, and proof of the receipt thereof was kept. In
addition, it is permanently available to all employees of CriteriaCaixa through
the corporate intranet.

Communications on possible cases of noncompliance with the Code of IT Use
are sent to the Legal and Tax Services Area Manager and any questions that may
arise regarding the interpretation or application thereof are forwarded to the
Resources Area.

The code contains clear rules for the proper and efficient use of the
communications and of the IT tools to ensure the quality, integrity,
confidentiality and inviolability of the information, and that the commitments
assumed with counterparties, clients, suppliers and employees are abided by.
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‘Whistle-blowing’ channel, for the reporting to the audit committee of any
irregularities of a financial or accounting nature, as well as breaches of the
code of conduct and malpractice within the organisation, stating whether
reports made through this channel are confidential.

The entity should inform all employees of how to access the whistle-blowing
channel (by phone, email, in writing, etc. ) and that all reports are dealt with
confidentially prior to being examined by members of the audit committee.

Reports of possible breaches of the Code of Ethics, the Crime Prevention Policy,
and of the System for Internal Control over Financial Reporting (ICFR) and of the
Code of IT Use may be submitted through the Confidential Consulting and
Whistle-blowing Channel available on the Company’s intranet for all employees.
Once the report is received, the Director of Legal and Tax Services, with the
exception of reports made by the Director of Legal and Tax Services him/herself,
which will be forwarded to the Chief Executive Officer, investigates the report,
ensuring the confidentiality of the reporting employee. Once the investigation
has ended, the Director of Legal and Tax Services or the Chief Executive Officer
will conclude the case, informing the reporting employee of the outcome.

All reports must be individual and confidential. The whistle-blower is only
identified to the persons involved in the investigation, and only if it is absolutely
necessary to do so and only with the employee’s consent.

Internal Audit has access to statistics on the use of the confidential consulting
and whistle-blowing channel, without access to the content of reports made.

Reports and possible failures to comply with the Internal Rules of Conduct on
matters relating to the Stock Market shall be forwarded to the Monitoring
Committee of the Internal Rules of Conduct, made up of three members of
CriteriaCaixa designated by the Board of Directors. The Monitoring Committee
is responsible for enforcing the rules of conduct of the securities markets and
the Internal Rules of Conduct, interpreting the contents thereof, and preparing
disciplinary files in the event of noncompliance.

Periodic training and refresher courses for personnel involved in preparing and
reviewing financial information or evaluating ICFR which address, at least,
accounting rules, auditing, internal control and risk management.

Entities should provide summarised information on the subjects covered in the
training and refresher courses as well as other quantitative (the number of
employees who have received the training, etc.) and qualitative key indicators.

As part of training within the Criteria Group, in 2017, CriteriaCaixa had training
programmes for employees, including 463 hours of technical training, primarily
inthe Finance Area and Investment Area, on top of topics such as investee sector
topics and accounts management.
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F.2.

It is worth noting that in December 2017, 6 employees from the Investment,
Finance and Audit and Internal Control Areas at CriteriaCaixa received training
on ICFR; this is in addition to the 52 employees who took the course in previous
years. Furthermore, for specific Group Criteria employees, essentially
employees of subsidiaries dedicated to the real estate business, in December
2017 an ICFR training course was also launched, which was taken and passed by
18 employees.

Furthermore, in January 2018, training sessions were imparted on the new GRC
Suite IT Tool, which supports the systems used to manage ICFR activities at
administrator and user levels.

In addition, the Office of the Deputy General Manager of Finance, Resources and
Human Resources Division of CriteriaCaixa also subscribes to various national
and international accounting and financial publications, journals and websites.
These are checked regularly to ensure that the entity takes into account any
developments when preparing financial information.

Risk assessment in financial reporting: The purpose of these indicators is to inform the
market about the degree of development and systematisation in the entity’s process for
identifying the sources and risks of errors or irregularities in its financial reporting.
Associated activities should contemplate both routine or typical transactions as well as
less frequent and potentially more complex ones.

F.2.1.

The main characteristics of the risk identification process, including risks of
error or fraud.

With regard to the risk or fraud identification process, entities should provide
information on the process established. It is no necessary to list the risks of error
or fraud identified.

Report the main characteristics of the risk identification process, including risks

of error or fraud, stating whether:

e The process exists and is documented.

e The process covers all financial reporting objectives, (existence and
occurrence; completeness; valuation; presentation, disclosure and
comparability; and rights and obligations), is updated and with what
frequency.

e A specific process is in place to define the consolidation perimeter, with
reference to the possible existence of complex corporate structures, special
purpose entities, holding companies. etc.

e The process addresses other types of risk (operational, technological,
financial, legal, reputational, environmental, etc.) insofar as they may affect
the financial statements.

e Finally, which of the entity’s governance bodies is responsible for
overseeing the process.
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The ICFR Policy mentioned in section F.1.1. is complemented by CriteriaCaixa's
ICFR Process, approved by CriteriaCaixa's Management Committee, which
provides a more detailed description of ICFR-related procedures.

The ICFR Process establishes that, at the start of each financial year, the
individual responsible for ICFR matters at the Criteria Group must revise the
scope of the ICFR Model and plan the activities to be undertaken in the following
year, by:

1. Identifying the headings, accounts and disclosures that bear a
significant risk and potentially have a material impact on financial
information, thereby warranting special attention based on the
materiality criteria defined.

2. Linking these headings/accounts to business and support processes.
Identifying the companies subject to supervision.

Highlights include:

- CriteriaCaixa's ICFR Function is responsible for supervising
the implementation of the ICFR model at CriteriaCaixa
subsidiaries, in addition to ensuring the appropriateness of
the methodology implemented at each company and the
homogenisation of the different ICFR models at the Criteria
Group.

- In the event that a subsidiary has its own ICFR model,
responsibility for overseeing it lies with the Board of
Directors for said subsidiary, subject to supervision by
CriteriaCaixa's ICFR Function.

As indicated in the ICFR Process, the Criteria Group has a methodology to
identify, revise and update the risks and controls that affect the generation of
financial information, including risks of error or fraud.

Responsibility for the process for identifying risks and controlling activities and
transactions that may materially affect the financial statements of CriteriaCaixa
and the Criteria Group lies with the ICFR function, with support from the Areas

responsible for the selected processes subject to review.

This process is performed by drawing up risk matrixes and controls. The
components that comprise these matrixes are as follows:

Processes:

- Risks and control activities relating to the aforementioned
processes are identified.
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F.3.

Risks:

- Risks identification shall relate exclusively to the risk of
material error and fraud in financial information reported
to the markets. Risks of error shall be considered those
risks that could affect the individual and consolidated
financial information of the Criteria Group.

- Furthermore, the impact of other types of risk (operational,
financial, technological, and compliance, etc.) shall be
taken into account in the identification of risks of material
error in the financial information.

- As part of risks identification, possible reports received via
the confidential consulting and whistle-blowing channel in
terms of the lack of reliability in terms of the financial
information shall be considered.

The ICFR Function reviews at least once a year all the risks within the ICFR scope
and all control activities designed to mitigate these. This process is carried out
in conjunction with all the areas involved. However, if, during the course of the
year, unidentified circumstances arise that could affect the preparation of
financial information, the ICFR function must evaluate the existence of risks in
addition to those already identified. In any case, risks will refer to possible errors
(intentional or otherwise) in relation to the financial information objectives:
existence and occurrence; completeness; valuation; presentation, disclosure
and comparability; and rights and obligations.

At the end of 2017, the GRC Suite IT tool was implemented to guarantee the
integrity of ICFR, uniformly reflecting all the activities involved in a process and
associating them with existing risks and controls.

Furthermore, the governing and management bodies receive periodic details on
financial information, while the Audit and Control Committee monitors the
generation, development and review of the financial information via the
Internal Audit function and the opinion of both External Audit and Supervisory
Bodies.

Control activities: Investors should be reliably informed of the scope of the specific
control activities the entity has implemented to mitigate the risk of errors or
irregularities in financial reporting. Hands-on experience has helped identify certain
critical areas such as: (i) procedures for confirming estimates and critical judgements;
(ii) outsourced functions; and (iii) the systematisation and documentation of closing
procedures.

F.3.1.

Procedures for reviewing and authorising the financial information and
description of ICFR to be disclosed to the markets, stating who is responsible
in each case and documentation and flow charts of activities and controls
(including those addressing the risk of fraud) for each type of transaction that
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may materially affect the financial statements, including procedures for the
closing of accounts and for the separate review of critical judgements,
estimates, evaluations and projections.

The Deputy General Manager of Finance, Resources and Human Resources
Division is responsible for preparing and reviewing financial information,
requesting that the other Business Areas and Criteria Group companies ensure
that the financial information submitted is sufficiently detailed.

Financial information is the cornerstone of the control and decision-making
process of the Company’s senior Governing Bodies and Management.

The preparation and review of all financial information hinge on suitable human
and technical resources which enable the Criteria Group to disclose accurate,
truthful and understandable information on its transactions in compliance with
applicable standards.

In particular, the professional experience of the personnel involved in reviewing
and authorising the financial information is of a suitable standard and all are
appointed in light of their knowledge and experience in accounting, audit and/or
risk management. Likewise, by establishing control mechanisms, the technical
measures and IT systems ensure that the financial information is reliable and
complete. Also, the financial information is monitored by the various
hierarchical levels of the Deputy General Division of Finance, Resources and
Human Resources, and, where applicable, double-checked with other Business
Areas of the Criteria Group. Finally, the key financial information disclosed to
the market is examined and, if applicable, approved by the senior Governing
Bodies of the Criteria Group.

With regard to activities and control procedures directly related to transactions
which may have a material impact on the financial statements, the Criteria
Group has in place a process whereby it constantly revises all documentation
concerning the activities carried out, any risks inherent in reporting the financial
information and the controls needed to mitigate critical risks. This ensures that
all documentation is complete and up-to-date.

In this connection, the documentation of the critical processes and control
activities contains the following information:

- Description of control activities.

- Evidence to support the undertaking of said control activities.

- Control status: implemented, non-existent, not formally arranged.
- Purpose of control activities:

e Preventive: mitigate the risk resulting from errors or fraud
in financial information.
e Detective: identifies errors and fraud when they occur.

- Whether the control mitigates a risk that may result in fraud or not.
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- Importance of the control: Key or standard control.

- Nature of the control: analysis, review and monitoring, policies and
procedures, specialist external advice, system controls, exception reports
or limits of authority/responsibility.

- Level of control activity automation: manual, semiautomatic and
automatic.

- Executor and supervisor of the control: in order to ensure the double-
check, the roles of executor and supervisor of the control must be
separate, provided that this is possible in the organisational structure.

- Control frequency: annually, half-yearly, quarterly, monthly, weekly,
daily, constant, as required.

- Control support system.

- Financial assertions: existence and occurrence, completeness, valuation,
rights and obligations, presentation, disclosure and comparability.

- Action plans identified associated with the control activity.

All activities and controls are designed to guarantee that all transactions carried
out are correctly recorded, valued, presented and itemised.

The ICFR function analyses the design and level of functionality of control
activities.

The ICFR function will assess the effectiveness of control activities through the
results of evaluations received via IT tools, meetings to ascertain understanding
and verification with process supervisors and/or control activity supervisors, in
addition to the information obtained from the Internal Audit Area.

Based on the information provided, ICFR will take a decision on the
appropriateness and sufficiency of the controls implemented, proposing the
definition of corrective measures, where applicable, for controls that are not
deemed appropriate or sufficient.

Furthermore, the ICFR function shall assess, as applicable, whether the
weaknesses detected may be indicative of material errors in financial
information.

Assessment activities shall be performed and the related evidence collated using
the GRC Suite IT tool.

The Criteria Group has an upward internal key control certification process to
ensure the reliability of financial information disclosed to the markets. The
persons responsible for each of the controls identified shall submit certifications
guaranteeing their efficient execution during the period in question. The process
is carried out annually although there are also ad-hoc attestations where
controls of financial reporting are carried out during different periods.
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F.3.2.

The Assistant Deputy General Manager of Finance, Resources and Human
Resources informs the Management Committee and the Audit and Control
Committee of the outcome of this attestation process. Furthermore, this
outcome is forwarded to the Board of Directors for its information and measures
taken in the event that weaknesses are detected communicated accordingly.

Internal control policies and procedures for IT systems (including secure
access, control of changes, system operation, continuity and segregation of
duties) giving support to key processes regarding the preparation and
publication of financial information.

The IT systems referred to above are those used to directly prepare the financial
information as well as those which are relevant in processing or controlling
those transactions reflected in this information.

The policies and procedures referred to are those which establish how the
systems and applications operate to: (a) maintain adequate control over access
to applications and systems; (b) establish the steps to be followed to ensure that
new applications, or existing ones when these are modified, process the
transactions adequately and provide reliable information; and (c) establish data
recovery mechanisms as well as providing continuity to the processing and
recording of transactions should the usual operating systems be interrupted.

The management of CriteriaCaixa's information systems is outsourced to
companies in the CaixaBank Group, which employ the following internal control
policies and procedures in terms of information systems applicable to
CriteriaCaixa.

The IT systems which give support to processes regarding the preparation of
financial information are subject to internal control policies and procedures
which guarantee completeness when preparing and publishing financial
information.

Specifically, the CaixaBank Group has the following policies with regard to:

l. Information Security Management System: CaixaBank has an Information
Security Management System (ISMS) based on international best
practices. This ISMS has obtained, and each year renews, 1ISO 27001:2013
certification by the British Standards Institution (BSI). This system defines,
amongst other policies, those for accessing IT systems and the internal
and external controls which ensure all of the policies defined are correctly
applied.

Il Operating and business continuity: CaixaBank has an IT Contingency Plan
in place to deal with serious situations to guarantee its IT services are not
interrupted. It also has strategies in place to enable it to recover
information in the shortest time possible. This IT Contingency Plan has
been designed and operates according to ISO 27031:2011. Ernst&Young
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F.3.3.

has certified that the regulatory governance body for Technological
Contingency at CaixaBank has been designed, developed and is operating
in accordance with this regulation.

The British Standards Institution (BSI) has certified that CaixaBank’s
Business Continuity Management System is I1SO 22301:2012 compliant.
These certifications attest:

- CaixaBank management’s commitment to business continuity and
technological contingency.

- The existence of business continuity and technological contingency
management best practices.

- A cyclical process based on continuous improvement.

- That CaixaBank has deployed and operates business continuity and
technological contingency management systems which are
compliant with international standards.

Information technology (IT) governance: CaixaBank's information and
technology (IT) governance model ensures that its IT services are aligned
with the Organisation's business strategy and comply with all regulatory,
operational and business requirements. IT governance is an essential part
of overall governance and encompasses organisational structures and
guidelines to ensure that the IT services support and facilitate the
fulfilment of strategic objectives. The governance model has been
designed and developed according to ISO 38500:2008 standard, and was
certified by Deloitte Advisory, S.L. in July 2014.

CaixaBank's IT services have been designed to meet the business' needs,
guaranteeing the following:

- Segregation of duties;

- Change management;

- Incident management;

- IT quality management;

- Risk management; operational, reliability of financial reporting,
etc.;

- Identification, definition and monitoring of indicators (scorecard);

- Existence of governance, management and monitoring
Committees;

- Periodic reporting to management;

- Rigorous internal controls which include annual internal and
external audits.

Internal control policies and procedures for overseeing the management of

outsourced activities, and of the appraisal, calculation or valuation services
commissioned from independent experts, when these may materially affect
the financial statements.
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F.4.

With regards to the outsourced activities, the information should refer to those
which execute or process transactions reflected in the financial statements,
supervising its correct execution or process and other relevant activities
regarding ICFR at the bank.

For all appraisals, judgements or calculations carried out by third parties, the
entity should indicate if there are procedures in place to check the ability and
independence of the third party and other relevant aspects (methods used,
main assumptions, etc.)

CriteriaCaixa’s activity, with the exception of information system management
outsourced to the CaixaBank Group, with the greatest intervention of external
suppliers is real estate activity.

Concerning this activity, on the one hand, specific registration duties that give
support to processes regarding the preparation of financial information are
outsources, documented and, in large part, semiautomatic in information
systems. Furthermore, control and review procedures are in place to supervise
the adequate performance of the outsourced activities.

Furthermore, with regard to the measurement of the real estate activities
portfolio by independent third parties, the carrying amount of its properties is
periodically compared with its recoverable amount. To determine this
recoverable amount, the Directors consider primarily the appraisals made by
independent third-party experts. To this end, the Criteria Group has a corporate
policy that guarantees the professional competence, independence and
objectivity of external valuation agencies as provided for in legislation, under
which these agencies must comply with neutrality, transparency and technical
rigour requirements. These appraisals are carried out by independent appraisal
companies registered on the Bank of Spain's Official Register of Appraisal
Companies.

Information and communication: The information sought is so investors know whether
the entity has deployed procedures and mechanisms to convey the applicable control
directives to the staff engaged in drawing up financial information, and are cognisant of
the information systems giving support to such processes.

F.4.1.

A specific function in charge of defining and maintaining accounting policies
(Accounting Policies Area or Department) and settling doubts or disputes over
their interpretation, which is in regular communication with the team in
charge of operations, and a manual of accounting policies regularly updated
and communicated to all the entity’s operating units.

Entities should accordingly state what Department or Area is entrusted with this
responsibility, what position they hold within the organisation and if this
function is exclusive. With regard to the manual of accounting policies, the bank
should report on aspects such as: (i) the frequency with which this is updated;
(ii) the main characteristics of the process; and (iii) the date of the latest update.

Responsibility for defining the accounting criteria of CriteriaCaixa lies with the
Financial Management Area, under the Deputy General Manager of Finance,
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F.5.

F.4.2.

Resources and Human Resources Division. The objective of the Finance
Management Area is to establish the principles that govern the Criteria Group
in terms of the recognition, measurement and accounting of its transactions,
operations and events for the production and presentation of the Company's
individual and consolidated financial information.

Specifically in terms of accounting policies, the Finance Management Area is
tasked with solving any accounting matter regarding which questions arise in
terms of the interpretation thereof, either because it is a new type of operation
or because of any regulatory change. Furthermore, in terms of one-off
transactions, the Finance Management Area prepares documentation regarding
their analysis and the study of the impact of these transactions on accounts.

Furthermore, it is responsible for monitoring the regulatory implementation of
accounts aspects, and is responsible for training and updating the staff affected.

Moreover, an Accounting Policy is available on the intranet of CriteriaCaixa.

Mechanisms in standard format for the capture and preparation of financial
information, which are applied and used in all units within the entity or group,
and support its main financial statements and accompanying notes as well as
disclosures concerning ICFR.

With regard to this recommendation, entities should report the main
characteristics of the IT applications used by the units within the entity or group,
in order to provide the information used in the financial statements, including
those used in the aggregation and consolidation process of the information
reported by the various units.

The Criteria Group has internal IT tools which guarantee the completeness and
consistency of the processes for capturing and preparing financial information.
All of these applications have IT contingency mechanisms which guarantee that
the data is held and can be accessed in any circumstances.

To prepare the consolidated information, both CriteriaCaixa and other Criteria
Group companies use specialist tools providing mechanisms to capture, analyse
and prepare financial information in standard format. The accounts plan, which
is incorporated in the consolidation application, has been defined to comply
with requirements of the various regulators.

At the end of 2017, GRC Suite IT tool was rolled out, replacing the SAP GRC
(Governance, Risk and Compliance) IT tool used prior to the deconsolidation of
CaixaBank, to guarantee the integrity of ICFR, uniformly reflecting all the
activities involved in a process and associating them with existing risks and
controls.

Monitoring of system functionality: The itemised information provided should show
how the entity monitors ICFR, in order to prevent or remedy deficiencies in its design or
operation, as well as to correct any incidences or weaknesses detected. The points to be
covered concern ICFR monitoring by the audit committee and should reflect actions
taken to this end during the financial year.
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F.5.1.

The monitoring activities undertaken by the Audit Committee and whether the
bank has an internal audit function whose competencies include supporting
the audit committee in its role of monitoring the internal control system,
including ICFR. Describe the scope of the ICFR assessment conducted in the
year and the procedure for the person in charge to communicate its findings.
State also whether the bank has an action plan specifying corrective measures
for any flaws detected, and whether it has taken stock of their potential
impact on its financial information.

The ICFR monitoring activities refer to those undertaken by the audit
committee. The bank's response should include information on whether these
activities include (i) approval of the audit plans; (ii) ascertaining who shall carry
these out; (iii) assessing the adequacy of the work carried out; (iv) reviewing and
evaluating the results and their effect on financial information; and (v)
prioritising and monitoring the corrective actions.

The internal audit function should state its position in the organisational chart,
who it reports to, the main activities carried out and other relevant aspects
(resources available, exclusivity in carrying out the function, etc.).

The statements on the scope of the ICFR assessment should reveal to what
extent the various components of the financial information published have been
supervised in the year (for example, whether the process for identifying and
assessing risks in financial reporting has been assessed; whether the practices of
the control environment and information system controls have been assessed;
whether the efficiency of the design and the effective working of the system has
been reviewed, etc.).

Notwithstanding the risk management and control functions of the Board of
Directors, the Audit and Control Committee is entrusted with overseeing the
process for preparing and submitting regular financial account information and
the effectiveness of the Company’s internal control environment, internal audit
and risk management system and to discuss with auditors of accounts any
significant weaknesses in the internal control system identified during the
course of the audit.

The duties of the Audit and Control Committee include those related to
overseeing the process for preparing and submitting regular financial
information as described in heading F.1.1.

In addition, the Audit and Control Committee carries out, inter alia, the following
activities:

- Approval of the Annual Internal Audit Plan and assessing whether the Plan
has sufficient scope to provide appropriate coverage for the main risks to
which CriteriaCaixa and its fully owned subsidiaries are exposed.

- Assessment of the conclusions of the audits carried out and the possible
impact on financial information, where applicable.

- Monitoring of corrective action, prioritising each one.
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The mission of CriteriaCaixa's Internal Audit division is to ensure the correct
performance of and supervise the internal control framework of CriteriaCaixa
and its fully owned subsidiaries. This division, under the Management team of
the Audit and Internal Control Area functionally reports to the Audit and Control
Committee and answers, administratively, to the Chief Executive Management.
It carries out its activities according to the principles of independence,
objectivity and confidentiality, as set forth in its Regulatory Standard of the
Internal Audit Function, approved by the Audit and Control Committee.

Its mission consists, on the one hand, of adding value and improving the
effectiveness of the internal control system at the different Areas of
CriteriaCaixa and its fully owned subsidiaries, contributing to the attainment of
its objectives, and on the other hand, of contributing a systematic, disciplined
approach to the evaluation and improvement of the risk and control
management processes, acting as the third line of defence in the Corporate Risk
Management Model of CriteriaCaixa and its fully owned subsidiaries.

Internal Audit is responsible for:

- Carrying out its professional duties in accordance with generally accepted
auditing norms and procedures.

- Annual planning of Internal Audit activities, focusing on the key risks
identified within CriteriaCaixa and its fully owned subsidiaries.

- Submitting the plan to the Audit and Control Committee in order for it to
be reviewed, and, as applicable, approved.

- Attending to the requirements of the regulatory or oversight bodies, and
replying to the ad hoc requests submitted by the Governing Bodies and/or
Senior Management.

- Monitoring the implementation of the recommendations formulated in the
Internal Audit reports.

In carrying out its work, Internal Audit:

- ldentifies the objectives of the project in question.

- Analyses the effectiveness of the established controls.

- Verifies proper compliance with established controls.

- Identifies opportunities to improve said controls.

- Reports its conclusions to the area audited, from which it receives a reply
on its conclusion.

- Issues a report containing the opinion and, where applicable,
recommendations on the audited process.

Specifically, Internal Audit issues an overall report each year that includes an
evaluation of the functioning of the ICFR during the year, which, together with
the review of the existing controls and audits of other processes, this report
makes it possible to draw a conclusion on the status of the ICFR at the Criteria
Group level.

The annual ICFR assessment at 31 December 2017 has focussed on the following
activities:

- Revising the application of the framework defined in the document “Internal
Control over Financial Reporting in Listed Companies” published by the
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F.5.2.

CNMV which sets out the best practices for internal control over financial
reporting.

- Verifying the application of the ICFR Policy and the new methodology
established in the ICFR Process to guarantee that Criteria Group ICFR is
adequate and effective.

- Verifying the functionality of the new tool implemented (GRC Suite), which
serves to monitor the functioning of the ICFR through control and
assessment activities aimed at employees in the Areas involved in the
production of financial information.

- Assessing the hierarchical attestation of the key controls identified process.

- Evaluating the descriptive documentation of the relevant processes, risks
and controls in drafting financial information

The Audit and Control Committee and senior management will be informed of
the results of the ICFR evaluation. These reports contain recommendations,
their criticality, the timeframe for resolving them and an action plan detailing
corrective measures, their urgency to mitigate risks in financial information.

A discussion procedure whereby the auditor (pursuant to TAS), the internal
audit function and other experts can report any significant internal control
weaknesses encountered during their review of the financial statements or
other assighments, to the entity’s senior management and its audit committee
or Board of Directors. State also whether the entity has an action plan to
correct or mitigate the weaknesses found.

The entity should report whether the audit committee has established a formal
procedure whereby any significant internal control weaknesses can be reported
to the bodies in question, as well as whether this procedure includes an
assessment and corrective measures of the impact on its financial information.

CriteriaCaixa maintains fluid communication with the accounts auditor, who
communicates with the Chairman of the Audit and Control Committee. Senior
management is kept permanently informed of the conclusions reached during
the review of the financial statements. Also, the Audit and Control Committee
receives information from the auditor on the audit plan, the preliminary
conclusions reached concerning publication of the financial statements and the
final conclusions as well as, if applicable, any weaknesses encountered in the
internal control system, prior to preparing the financial statements. Also, when
reviewing the interim financial information, the Audit and Control Committee
shall be informed of the work carried out and the conclusions reached.

In addition, and within its areas of activity, Internal Audit's reviews conclude
with the issue of a report evaluating the relevant risks and the effectiveness of
internal control of the processes and the transactions analysed. It also evaluates
the possible control weaknesses and shortcomings and formulates
recommendations to correct them. The Internal Audit reports are forwarded to
senior management, and the Audit and Control Committee is informed of the
main conclusions from all of the reports. In addition, the Audit and Control
Committee at all of the its ordinary meetings also issues a report on the activities
carried out by the Internal Audit Area, with specific information on all significant
weaknesses identified during the reviews.
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F.6.

F.7.

Internal Audit constantly oversees the fulfilment of recommendations, focusing
particularly on critical and high-risk weaknesses, and reports to senior
management on a regular basis. This monitoring information, as well as the
relevant incidents identified in the Audit reviews, are reported to the Audit and
Control Committee and senior management.

Other relevant information: The entity should list here any additional information it
deems necessary to better interpret its ICFR mechanisms, providing these have not been
detailed previous responses.

N/A

External auditor’s report

F.7.1.

The ICFR information supplied to the market has been reviewed by the
external auditor, in which case the corresponding report should be attached.
Otherwise, explain the reasons for the absence of this review.

If section F of the ACGR regarding the description of the main characteristics of
internal control over financial reporting has been reviewed by the external
auditor, pursuant to the professional guidelines established for corporations,
this report shall be published in its entirety as an appendix to the ACGR. If this is
not the case, the ACGR shall contain an explanation as to the reasons why the
ICFR information has not been reviewed by the auditor.

Alternatively, if the auditor has carried out a more extensive review of the
international generally-accepted auditing standards, using as reference a
generally-accepted internal control framework, which offer a certain degree of
security on the design and/or working and/or efficiency of ICFR (along the lines
of the SOX compliance report in the United States), this report shall also be
published as an appendix to the ACGR.

In accordance with the recommendation concerning the Auditor's Report
included in the guidelines on the information relating to Internal Control over
Financial Reporting in Listed Companies published by the National Securities
Market Commission on its website, the accounts auditor of CriteriaCaixa has
reviewed the information on internal control over financial reporting system.
The final report concludes that, as a result of the procedures applied regarding
information on ICFR, there are no relevant inconsistencies or incidents.

This report is attached as an Appendix to the Annual Corporate Governance
Report.
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2017 ANNUAL CORPORATE GOVERNANCE REPORT

CRITERIA CAIXA, S.A., SOCIEDAD UNIPERSONAL

OTHER INFORMATION OF INTEREST
A.2: As CriteriaCaixa has a sole shareholder, it does not complete this section.

C.1.2. On 17 March 2017, Director Salvador Gabarré Serra ceased to form part of the Board,
as he passed away.

C.1.6: Mr. Bellavista stepped down from the post of Deputy General Manager of Criteria
Caixa, S.A.U. with effect from 1 January 2017.

Pursuant to Law 10/2014, of 26 June, on the regulation, supervision and solvency of credit
institutions (“LOSS” for its initials in Spanish) and Royal Decree 84/2015, of 13 February,
implementing said law, and given CriteriaCaixa's status as parent and controlling entity of
CaixaBank, SA, on 30 June 2015, the Board of Directors of CriteriaCaixa approved the
protocol on procedures for selecting and assessing the suitability of post appointments
submitted by the Appointments and Remuneration Committee, and applicable to members
of the Board of Directors and certain senior officers of CriteriaCaixa. The protocol
implements the basic diversity policies, which primarily include the encouragement of
gender diversity.

Further, the protocol on procedures for selecting and assessing the suitability of post
appointments refers to and establishes the importance of experience and knowledge in
terms of both training and professional experience, age and gender, expressly stipulating
that the selection of members of the Board of Directors may not under any circumstances
involve practices that may imply any discriminatory bias.

As a result of CriteriaCaixa's recent loss of control over CaixaBank, SA, and its subsequent
deconsolidation, it is likely that the protocol on procedures for selecting and assessing the
suitability of post appointments, which currently remains in place, will be replaced by
another diversity policy in the future.

C.2.2: There is no executive or delegate committee. Nor is there a strategic and investments
committee or any other committee other than the Audit and Control Committee and the
Appointments and Remuneration Committee.

D.3. Interest rate hedges for notional value of EUR 1,100,000 were entered into in 2015.

It should be noted that all information provided on CaixaBank referred to in sections F.3.2

and F.3.3 of this document has been produced based on the information provided by said
entity.

48



This annual corporate governance report was adopted by the bank’s Board of Directors at its
meeting held on 15 March 2018.

Indicate whether any Directors or members of the governing body voted against or abstained
from voting on the approval of this Report.

This annual corporate governance report was approved unanimously.
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