Information
of Prudential
Relevance

December 2016

Grupo Ibercaja




Information of Prudential Relevance 6

CONTENT

1. EXECUTIVE SUMMARY 5
2. REGULATORY CONTEXT OF THE GROUP 11
2.1 - MACROECONOMIC CONTEXT 11
2.2 - THE IBERCAJA GROUP 11
2.3 - SHAREHOLDING AND FUNCTIONAL STRUCTURE 12
2.4 - EXERCISE 2016 IN THE IBERCAJA GROUP 13
2.5 - REGULATORY FRAMEWORK 14
2.5.1 - INTRODUCTION 14
2.5.2 - SOLVENCY 15
2.5.3 - LIQUIDITY 15
2.5.4 - LEVERAGE RATIO 15
2.5.5 - BANKING RECOVERY AND RESOLUTION 16
2.5.6 - MODELS FOR REGULATORY CAPITAL CALCULATION 16
2.5.7 - EBA INITIATIVES 18
2.5.8 - SINGLE SUPERVISION AND RESOLUTION MECHANISM 18
3. PILLAR III GENERAL ASPECTS 20
3.1 - INTRODUCTION 20
3.2 - GOVERNANCE BODIES 20
3.2.1 - BOARD OF DIRECTORS 21
3.2.2 - EXECUTIVE COMMISSIONS OF THE BOARD OF DIRECTORS 22
3.2.3 - PROCEDURES TO ENSURE THE SUITABILITY OF THE MEMBERS OF THE BOARD OF DIRECTORS 25
3.2.4 - POLICY ON DEDICATION OF COUNSELLORS 26
3.2.5 - TRAINING ACTIONS TO THE BOARD OF DIRECTORS IN TERMS OF RISKS AND REGULATION 26
3.2.6 - DIVERSITY IN GOVERNANCE BODIES 27
3.3 - CONSOLIDATION SCOPE 27
3. 4 - DIFFERENCES BETWEEN THE ACCOUNTING AND REGULATORY CAPITAL CONSOLIDATION METHOD 30
3.5 - IDENTIFICATION OF SUBSIDIARIES WITH OWN RESOURCES BELOW MINIMUM REQUIREMENTS 34
3.6 - EXEMPTIONS TO REQUIREMENTS 34
4. COMPUTABLE OWN RESOURCES 35

4.1 - CONCILIATION OF REGULATORY CAPITAL AND ACCOUNTING CAPITAL OF THE CONSOLIDATED BALANCE

SHEET 37
4.2 - EQUITY DETAILS 38
5. MINIMUM REQUIREMENTS ON OWN RESOURCES 39
5.1 - APPLIED PROCEDURES FOR THE EVALUATION THE ADEQUACY OF INTERNAL CAPITAL 39
5.2 - MINIMUM OWN RESOURCES REQUIREMENTS FOR CREDIT, COUNTERPARTY AND DILUTION RISKS 40
5.3 - CORRECTION FACTOR APPLIED TO SMALL AND MEDIUM CORPORATE EXPOSURES 41
5.4 - MINIMUM OWN RESOURCES REQUIREMENTS FOR TRADING BOOK 42
5.5 - MINIMUM OWN RESOURCES REQUIREMENTS FOR FOREIGN EXCHANGE AND GOLD POSITION RISK 42
5.6 - OWN RESOURCES REQUIREMENTS FOR OPERATIONAL RISK 42
5.7 - OWN RESOURCES REQUIREMENTS FOR RISK OF CREDIT VALUATION ADJUSTMENT (CVA) 43

2/106

Grupo Ibercaja




Grupo Ibercaja

6. RISKS

6.1 - RISK MANAGEMENT POLICIES AND OBJECTIVES

6.2 - CORPORATE GOVERNANCE IN RISK MANAGEMENT

6.2.1 - FRAMEWORK FOR ACTION AND MANAGEMENT

6.2.2 - GOVERNANCE STRUCTURE

6.2.3 - RISK MANAGEMENT, CONTROL AND MEASUREMENT STRATEGIES
6.2.4 — THE BOARD OF DIRECTORS’ FUNCTIONS

6.2.5 - INTERNAL AUDIT AND COMPLIANCE AREA FUNCTIONS

6.2.6 — RISK REPORTING

7. CREDIT RISK

7.1 - ACCOUNTING DEFINITIONS AND METHODOLOGICAL DESCRIPTIONS

7.2 - CREDIT RISK EXPOSURES

7.2.1 - CREDIT RISK EXPOSURE 2016

7.2.2 - GEOGRAPHICAL DISTRIBUTION OF EXPOSURES

7.2.3 - EXPOSURE BY ECONOMIC SECTOR

7.2.4 - RESIDUAL MATURITY OF EXPOSURES

7.2.5 - GEOGRAPHICAL DISTRIBUTION AND BY COUNTERPARTY OF IMPAIRED POSITIONS

Information of Prudential Relevance

44

44
44
44
46
47
54
55
56

57

57
57
57
58
58
59
60

7.2.6 - VARIATIONS PRODUCED DURING THE 2015 BUSINESS YEAR IN IMPAIRMENT LOSSES AND ALLOWANCES FOR

CONTINGENT RISKS AND COMMITMENTS BY CREDIT RISK 62
7.3 - INFORMATION ON GROUP COUNTERPARTY CREDIT RISK 62
7.4 - IDENTIFICATION OF INTERNAL RATING AGENCIES USED 64
7.5 - EFFECT ON RISK EXPOSURES FROM THE APPLICATION OF RISK MITIGATION TECHNIQUES 64
7.6 - SECURITISATIONS 66
7.6.1 - GENERAL DESCRIPTION AND OBJECTIVES 66
7.6.2 - RISKS OF GROUP SECURITISATION ACTIVITY 67
7.6.3 - ROLES PLAYED IN SECURITISATION PROCESSES AND DEGREE OF INVOLVEMENT 68
7.6.4 - ACCOUNTING TREATMENT OF FINANCIAL ASSET TRANSFERS 68
7.6.5 - ORIGINATED SECURITISATIONS 69
7.6.6 - CALCULATION OF RISK-WEIGHTED EXPOSURES IN SECURITISATION POSITIONS 70
7.7 - RISK MITIGATION TECHNIQUES 72
7.7.1 - GENERAL INFORMATION 72
7.7.2 — QUANTITATIVE INFORMATION 72
8. OPERATIONAL RISK 75
8.1 - REPUTATIONAL RISK 76
8.2 - CONDUCT AND COMPLIANCE RISK 77
9. HOLDINGS AND EQUITY INSTRUMENTS NOT INCLUDED IN THE TRADING BOOK 78
9.1 - CLASSIFICATION, VALUATION AND ACCOUNTING CRITERIA 78
9.2 - QUANTITATIVE INFORMATION 78
10. INTEREST RATE STRUCTURAL RISK 80
10.1 - INTEREST RATE VARIATIONS 80
11. LIQUIDITY AND FUNDING RISK 82
11.1 - LIQUIDITY AND FUNDING PERSPECTIVE 83

3/106




Information of Prudential Relevance 6

12. UNENCUMBERED ASSETS 84
12.1 - GENERAL INFORMATION 84
12.2 - QUANTITATIVE INFORMATION 84
13. LEVERAGE 86
13.1 - GENERAL INFORMATION 86
13.2 - DISAGGREGATION OF THE TOTAL EXPOSURE MEASURE 87
13.2.1 - CONCILIATION OF THE LEVERAGE RATIO WITH PUBLISHED FINANCIAL STATEMENTS 88
13.3 - INFORMATION ON QUALITATIVE ASPECTS 89
13.3.1 - PROCEDURES APPLIED TO MANAGE EXCESSIVE LEVERAGE RISK 89
13.3.2 - FACTORS INFLUENCING THE LEVERAGE RATIO 89
14. REMUNERATIONS 90
14.1 - BACKGROUND 90
14.2 - PURPOSE AND SCOPE OF APPLICATION OF THE REMUNERATION POLICY 90
14.3 - PRINCIPLES OF THE REMUNERATION POLICY 91
14.4 - RETRIBUTION COMPOSITION 91
14.5 - DECISION PROCESS FOLLOWED TO ESTABLISH THE REMUNERATION POLICY OF THE IDENTIFIED GROUP91
14.6 - CHARACTERISTICS OF THE REMUNERATION SYSTEM OF GOVERNANCE BODY MEMBERS 92
14.6.1 - REMUNERATION OF THE CEO 93
14.6.2 - REMUNERATION OF COUNSELLORS BY THEIR CONDITION 93
14.7 - CHARACTERISTICS OF THE REMUNERATION SYSTEM OF SENIOR PERSONNEL 93
14.7.1 - DETERMINATION OF OBJECTIVES 94
14.7.2 - PERFORMANCE ASSESSMENT 94
14.8 - DEFERRAL 94
14.9 - MALUS CLAUSES 95
14.10 - REMUNERATIONS RECEIVED 95
ANNEX I: MAIN CHARACTERISTICS OF EQUITY INSTRUMENTS; INFORMATION ON TRANSITORY OWN FUNDS;

OWN FUNDS AND FULLY-LOADED CAPITAL REQUIREMENTS 97
ANNEX II: TABLES INDEX 105
ANNEX III: ILLUSTRATIONS INDEX 106

4/106

Grupo Ibercaja




' Executive Summary Information of Prudential Relevance 6

1. Executive Summary

The present Pillar III Disclosures comply with that established in the Eighth Part of Regulation
(EU) 575/2013 of the European Parliament and Council (hereinafter CRR - Capital Requirements
Regulation) about “Disclosure by the Entities” and the developed in detail by EBA RTS/ITS
guidelines and documents, all of this under the Pillar III framework of the Basel Commission
Capital Accord.

Pillar III intends to foster market discipline through the development of a set of requirements on
information disclosure which enable the distinct agents to assess the entity’s risk exposure,
assessment processes, risk management and control, Group capital sufficiency and internal
governance.

The present Report contains the information required by the current regulation:

e The regulatory framework, governance bodies, scope for capital requirement purposes,
policy on information disclosure and policies and goals regarding risk management.

e Computable own resources and Group solvency level, features of the risk profile in its
distinct typologies: credit, market, operational, holdings or equity instruments not
included in the trading book, structural interest rate, liquidity, securitisations.

e Leverage, non-pledged assets and remuneration policy.

Grupo Ibercaja Banco (hereinafter “Ibercaja” or the “Group”) is the ninth Spanish banking group
in view of its assets volume, and its main activity is focused on retail banking, practically
developing the totality of its business in national territory.

Its social object is the performance of all classes of activities, transactions, actions, contracts and
typical services of the banking business in general, as well as the provision of investment and
auxiliary services, always under current regulation at each moment.

Its mission is to aid in the management of family and company finances, offering a global and
tailored service. For this purpose, it offers excellent solutions to the financial needs of its three
million clients.

The Group has reached a net profit of € 143M in 2016 and has continued reinforcing its solvency
levels.

In the next sections the most relevant magnitudes are gathered, which are subsequently
developed in the report.
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Consolidated Balance Sheet as of 31 December 2016 (in millions of euros)

57,176
Trading book B3]

57,176
1 Trading book

Other liabilities
Cash and deposits in Central Banks 1,005

Other Net Equity elements

Non-current assets for sale Allowances

Other assets Hedge derivatives
Fiscal liabilities

Tangible assets

Own funds
Tax assets

Held-to-maturity portfolio

Liabilities covered by insurance or reinsurance
contracts

Available-for-sale financial assets 11,476

Financial liabilities at amortised cost
Loans and receivables

LIABILITIES
ASSETS AND NET
EQUITY
Own funds and solvency ratios
The Group’s own resources correspond to:
Computable Own Funds
(thousands of euros) Amount
Computable Own Funds 2016 3,296,193
Computable Own Funds 2015 3,384,655

According to the current regulation regarding the Basel Capital Accord framework for solvency
determination, as of 31 December 2016, the Group widely complies with minimum solvency
ratios (Basel Pillar I) required. Total solvency ratio in 2016 is 14.23 %, 6.23 points higher than
the minimum regulatory requirements, and 3.48 points higher than the total capital decision
communicated to the Entity as a result of the Supervisory Evaluation and Review Process (SREP)
for 2017, which has been 10.75%. These ratios include a reduction of 70 basis points as a result
of the early amortization of the contingent convertible debentures carried out by Ibercaja in
December 2016.

Similarly, the current CET1 phase-in ratio of 12.00% is higher than the CET1 capital decision
communicated to the Entity as a result of the SREP which is 9.25% for 2016 and 7.25% for 2017.
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14.40% 14.23%

Capital Ratios
Amount B CET1
- . e W ATL
Common Equity Tier 1 ratio (CET1) 12.00% Tier 2
Minimum required CET1 4.50%
11.95% 12.00%

Tier 1 ratio (T1) 12.00%
Minimum required T1 6.00%
Total Capital ratio 14.23%
Minimum required Total Capital 8.00%

2015 2016

In Annex I capital ratios are incorporated without applying transitional measures (fully-loaded).

Capital Requirements

During 2016, requirements by credit risk have amounted to 93.5% of capital requirements, while
requirements by operational risk have amounted to 6.3%.

6.3% 0.2%

m Credit, Counterparty
and Dilution Risk

= Operational Risk

m CVA Risk
93.5%
Minimum capital requirements
(thousands of euros) Amount
Minimum capital requirements 1,853,531
Capital requirements for credit, counterparty and dilution risk 1,732,813

Capital requirements for market risk N

Capital requirements for operational risk 117,595
Capital requirements for credit valuation adjustment (CVA) 3,123
Risk-weighted assets 23,169,135
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Minimum capital requirements by Pillar I risks have decreased 1.41% with respect to 2015,
reaching a figure equal to € 1.85 bn.

1,880,046
.,

A
1,853,531

4

-1.41%

*Amount in thousands of euros

Leverage Ratio

The leverage ratio has increased by +0.21%, from 5.16% at December 2015 to 5.37% at
December 2016, meaning that a greater level of assets is funded with CET1.

5.16%

2015 2016

Regulatory framework for Own Resources and entity supervision

Regulation (EU) No 575/2013 of the European Parliament and of the Council (CRR) of 26 June
2013 on prudential requirements for credit institutions and investment firms, jointly with the
Directive 2013/36/EU of the European Parliament and of the Council of 26 June 2013 on access
to the activity of credit institutions and the prudential supervision of credit institutions and
investment firms, constitute the current regulation for own resources and supervision of Spanish
credit institutions on a consolidated basis.
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Pillar 3 Information Disclosure. Information of Prudential Relevance

Ibercaja Banco is head of a group of dependent entities, which carry out activities of different
nature and constitute the Grupo Ibercaja Banco. Regulation (EU) No 575/2013 of the European
Parliament and of the Council (CRR), Community Directive 2013/36 / EU of the European
Parliament and of the Council relating to the taking up and pursuit of the business of credit
institutions and the prudential Credit institutions and investment companies (CRD IV) and their
transposition into Circular 2/2016, of February 2, of the Bank of Spain, on supervision and
solvency, are applicable at consolidated level for the whole Group.

According to the eighth part of the first chapter of the CRR and article 85 of Law 10/2014,
entities must publish, at least annually, information relevant to the proper understanding of their
business profile, their exposure to different risks, the composition of its capital base and its risk
management policies and objectives. This report reflects the compliance with these requirements
at 31 December 2016 by Ibercaja Banco S.A.

In case that the information is confidential or barely important and is not disclosed for such
reasons, specific reasons will be exposed explaining its absence and more general information
will be provided, as long as this last on is not confidential. The Entity, in compliance with this
standard, does not make omissions of information due to materiality or confidentiality without
being specified.

In relation to disclosure with frequency higher than one year, the Group considers that the
activity and risk-weighted assets (RWAs) of the business have been stable during 2016, and
therefore it is not necessary to publish Pillar III information with a periodicity of more than one
year. In this respect, the Entity refers to the final document on disclosure requirements
"Guidelines on disclosure requirements under Part Eight of Regulation (EU) No. 575/2013",
issued by the EBA in December 2016. These guidelines reflect the best practices so that entities
can comply with the CRR and with the Basel Committee and will be applicable as of December 31,
2017. The Group has made an effort to include practically all the improvements this year.

The areas and functions responsible of the realisation of Pillar III Disclosures are the following:

a) Control Directorate: In charge of the coordination, regulatory adequacy and contrast
with the distinct Group information sources. Within the area the following participate:

i. General Accounting: Generation of quantitative and qualitative information of
chapters related with Own Funds, Capital Requirements by distinct risks (credit,
counterparty, trading book, market, equities, etc.), credit risk reduction, capital
buffers and securitisations.

ii. Global Risk Control: RAF content reviews, leverage, non-pledged assets,
structural interest rate risk and liquidity.
iii. Internal Control: capital requirements by operational risk.

b) General Secretariat and Human Resources: information generation related to
remuneration policies and quantitative data.
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In accordance with Standard 59 from the Circular del Banco de Esparia 2/2016, for the present
Pillar III Disclosures 2016 the Group has assigned an independent expert (the Auditor of Annual
Accounts for 2016 - PwC(), an adequacy review to current regulation requirements and
information verification.

According to the “Politica para la divulgacién y verificacién de la informacién con relevancia
prudencial de Ibercaja Banco, S.A. y de su Grupo Consolidable” approved by the Board of Directors,
this report has been prepared by Control Directorate, approved by the CEO and the Board of
Directors has adopted it.

Likewise, it shall be highlighted that for the preparation of the present report the Group has
taken into account:

e The Guidelines, RTS (Regulatory Technical Standards) and ITS (Implementing Technical
Standards) documents issued by the EBA and which develop contents from the eighth
part of the CRR in terms of: policies on materiality, confidentiality and periodicity,
leverage, pledged assets and countercyclical buffer;

e Best practices described in “On Bank’s Transparency in their 2014 Pillar 3 Reports”,
EBA report which assesses effective disclosure by 17 European banks regarding distinct
aspects of capital and risks, as well as recommendations included by the Basel
Committee in the report “Revised Pillar 3 Disclosure Requirements”, published on
January 2015.

e The final document "Guidelines on disclosure requirements under Part Eight of
Regulation (EU) No 575/2013", issued by the EBA in December 2016, which establishes
criteria and information to be published at different frecuencies. The purpose of the
Entity is to continue to evolve in line with the best practices derived from this
document, through the gradual implementation of the recommendations of the
supervisors that are gathered here.

The Pillar 3 Report of Grupo Ibercaja is structured in 14 chapters and three annexes. The first
chapter describes the most relevant variables that are later developed in the report. The second
chapter develops the relevant events that took place in 2016 and affected the Group and the
regulatory environment. The third chapter describes the Group’s general Pillar 3 aspects and all
the capital-related information. Chapters 4 and 5 develop all capital information, from qualitative
information on the Group’s capital function to quantitative data on the capital base and the
Group's own capital requirements. Chapters 6 to 13 describe the risk function in the Group and
cover credit risk, securitization, operational, liquidity, interest rate and leverage aspects, chapter
by chapter. Chapter 14 contains information on remuneration policies. The annexes include
information on Transit Own Funds, Own Funds and fully-loaded capital requirements, an index of
tables and an index of illustrations.

The Information for Prudential Relevance is available on the website of Ibercaja Banco
(www.ibercaja.com) in the sections of Corporate Information - Shareholders and Investors in the
sections of Economic and Financial Information.
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2. Regulatory context of the Group

2.1 - Macroeconomic context

The global economy experienced a growth around 3% in 2016, very similar to that of 2015. The
moderate tone of the more developed countries has been accompanied by greater activity in the
set of emerging economies as a whole.

The growth of the Eurozone in 2016 has been 1.7%. The uncertainty caused by events such as the
Brexit, the Italian constitutional referendum or the imminent elections in the countries that form
the central nucleus of the Union is having very limited effects. Domestic demand, particularly
private consumption, continues to be the basis of the recovery, supported by good employment
data and favorable financing conditions. The scenario is heterogeneous among countries, with
Spain leading the most dynamic economies in the Union.

The Spanish economy has beaten the forecasts that were handled at the beginning of the year
successfully overcoming the effects of the political impasse. GDP growth in 2016 stands at 3.2%.
The favorable evolution is basically due to the expansionary monetary policy, the deleveraging of
private agents and the competitiveness of the foreign sector. Private consumption remains strong
with a growth close to 3%, based on the recovery of the labor market. The external sector
increased its contribution to GDP growth as a result of the rebound in exports, favored by
competitiveness gains and the depreciation of the euro. Employment offers data in line with the
acceleration of economic growth. The unemployment rate, although high, drops to 18.63%, with
falls in all economic activities.

The Spanish banking sector has faced a complicated exercise in which preserving profitability
and adapting to the new regulatory requirements have been the main challenges.

2.2 - The Ibercaja Group

The origin of Ibercaja dates back to 1873, when the Real y Excma. Sociedad Economica Aragonesa
de Amigos del Pais founded the Caja de Ahorros y Monte de Piedad of Zaragoza, Aragén y Rioja,
which began its activity as a credit institution on May 28, 1876. The Entity, after a long process of
expansion in which it achieved a solid implantation in Aragon, La Rioja and Guadalajara, acquired
in 2001 national presence by operating in all the Spanish provinces.

As part of the process of restructuring the Spanish
financial system, the General Assembly of the Savings

Bank, in a special meeting held on July 26, 2011,

approved the creation of Ibercaja Banco S.A., to : .
To help build better living

which it transferred all the assets and liabilities conditions for families and
related to their financial activity. companies by helpingthem
manage their finances
using comprehensive and
customized financial
services thatwill help them
achieve their goals
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On July 25, 2013, Ibercaja Banco acquired Banco Grupo Caja3. The integration process
culminated in October 2014 with the merger by absorption of the acquired entity.

The Caja de Ahorros y Monte de Piedad de Zaragoza, Aragon y Rioja, the main shareholder of
Ibercaja, complying with Law 26/2013, of December 27, was transformed into the Ibercaja
Banking Foundation, being registered in the Register of Foundations, dated on October 13, 2014.

In order to consolidate its structure and lay the necessary foundations for becoming a listed bank
in the short term, Ibercaja launched the 2015-2017 Strategic Plan in 2015. Within it, during the
last year, the territorial plans for Madrid, Levante and Burgos have been initiated, by which the
Bank's overall strategy is adapted to the characteristics and peculiarities of each region.

Major milestones in Ibercaja’s 140-year history

B Issue of the strategic plan
2015-2017

m October 2014:
e Transformation
ay 1876: - " f the Caja int
Fundacién de Caja de " July 2011 " w 2oL of ;un;acfél;;m °
;_hc;n:f‘y;lonte de w 2007 achievement of European of Ibercaja 100%capitalof | | Legal and
A“‘ A t‘-R_”aE"Z% 500+ Excellence Award (EFQM Banco Banco Grupo technological
ragén y Rioja model) Caja3 fusion with Caja3

—
2011 2012 2013 2014 2015 2016

1873 1933-1964 1980-1999 2001 2007

m 1933-1964: ® Expansion through the B 2001:Ibercaja B September 2012: B AQRandstresstest: | [ _—
First Expansion Plan Mediterranean Arch and acquires national completion of the completion of the [SERESHSE
with opening of g Madrid dimension by being stress test BCE comprehensive i)‘llags_gl
Aragén, La Riojaand 1988: creation of the present inall requirements assessment 1 a I"r' q
Piedad de Zaragoza financial group Spanish provinces without publicaid -evante an
branches . ; ) Burgos

1991: acquisition of Caja
Rural Catalunya (Lérida)

Ibercaja is the ninth banking group in Spain, with a history of 140 years providing quality
financial services and maximum professional rigor. Its mission and vision are based on the values
that have guided the Bank's trajectory since its founding and have enabled it to establish a solid
and fruitful relationship with clients, employees, investors and society in general.

2.3 - Shareholding and functional structure

Ibercaja Banco is majority-owned, in a 87.80% of its capital, by the Ibercaja Banking Foundation.
As a consequence of the acquisition in July 2013 of Banco Grupo Caja3, the following are also
shareholders of Ibercaja: Fundacion Caja de Ahorros de la Inmaculada de Aragén (4.85%),
Fundacién Ordinaria Caja Badajoz (3.90%) and Caja Circulo Fundacién Bancaria (3.45%).

The Group has assets of 57,176 million euros, being the ninth entity of the Spanish banking
system, by volume of assets. Its main activity is retail banking, focused on financing families and
SMEs, savings management and other financial services. At national level, it has a market share of
2.8% in credit, 3.5% in customer funds and 3.0% in deposits. As of December 2016, its network
reaches 1,248 branches, 5 of which are business centers of companies, and it also has a
representative office in Lisbon. The Group has 5,895 employees.

12/106

Grupo Ibercaja




D Regulatory context of the Group Information of Prudential Relevance 6

Distribution of business volume, network and customers by areas of activity

Business volume Network Customers

@ Traditional Area
W Madrid
B Mediterranean Arc

Restof Spain

2.4 - Exercise 2016 in the Ibercaja Group

Ibercaja reported a net profit of 143 million euros, a figure which demonstrates the Group's
ability to generate results in an environment where the interest rate level strongly penalizes
credit revenues and the fixed income portfolio. It is worthy of mention the good behavior of retail
activity as a result of the significant boost of lending activity with SMEs, the sustained increase in
assets under management, cost savings and the defense of the margins that make the customer
spreads increase in with respect to December 2015. On the other hand, significant extraordinary
results have been generated, which have allowed for coverage of other non-recurring impacts for
the year, reinforcing coverage and establishing provisions in anticipation of possible
contingencies.

It is important to note the dynamism of the new financing for SMEs and consumption, in line with
the objective of diversifying the composition of the portfolio gaining market share in key
segments for the Group's strategy. Formalizations to companies increased by 21% year-on-year,
leading to an increase in funding for non-real estate productive activities of 9.41%.

Out-of-balance products and savings look to the detriment of traditional term impositions. The
performance of assets managed in mutual funds go far beyond that of the system, reflecting the
good valuation by the clients of the Group's asset management company, which rises as a
benchmark in the Spanish market.

Customer managed resources totaled 64,273 million, up 3.67% year-on-year. The balance sheet,
which includes customer deposits, debt securities issued and liabilities for insurance contracts,
amounted to 46,011 million, recording a decrease of 0.70%. Off-balance sheet funds (+ 16.62%)
have been highly successful, especially driven by managed investment funds, whose assets have
increased by more than 20%, which is three times that achieved by the system as a whole.
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2.5 - Regulatory framework
2.5.1 - Introduction

The regulatory context in terms of capital requirements comes shaped by the publication, in
December 2010, of the new global regulatory framework affecting international solvency rules
(Basel III) and which intensifies requirements established in the previous frameworks (Basel I,
Basel II and Basel 2.5), in order to improve the quality, consistency and transparency of the
capital base, as well as risk coverage.

On 26 June 2013 the incorporation of the Basel III legal framework to European law happened
through Directive 2013/36/EU (a.k.a. CRD IV) about access to activity of credit institutions and
their prudential supervision; and Regulation 575/2013 (a.k.a. CRR) about prudential
requirements of credit institutions and investment companies.

The Basel regulatory framework is based on three pillars. Pillar [ defines the minimum capital
requirements, and may use internal ratings and models for the calculation of risk-weighted
exposures. Pillar II establishes a supervisory review system for capital adequacy based on the
risk profile and the internal management of those risks. Pillar III refers to information disclosure
and market discipline.

CRD 1V was transposed to Spanish law through Ley 10/2014 de ordenacidn, supervisién y solvencia
de entidades de crédito, and its subsequent regulatory development through Real Decreto Ley
84/2015 and Circular 2/2016 de Banco de Espafia.

This Circular repeals in its major part Circular 3/2008 (current for issues relative to minimum
own funds and mandatory information submissions of mutual guarantee companies of Circular
5/2008), about determination and control of own funds; as well as a section of Circular 2/2014,
concerning the exercise of diverse regulatory options contained in the CRR.

Since 1 January 2014, the CRR is to be mandatorily implemented in EU Member States and
repeals any law of inferior rank involving additional capital requirements.

This new regulation requests much more demanding capital requirements that the previous
regulation (Circular 3/2008 de Banco de Espafia); and therefore allows a phased-in adaptation,
through a gradual implementation calendar (incorporated to Spanish regulation through Circular
2/2014 de Banco de Espaia), which affects new deductions, issuances and own funds’ elements
which with this new regulation cease to be eligible. Regulation 2016/445 / EU, published by the
ECB on March 2016, modifies some schedules established in CBE 2/2014. The capital buffers
provided for in the CRD IV are also subject to a gradual implementation between 2016 and 2019.

On November 23, 2016, the European Commission published a draft of the new CRR and CRD IV
incorporating different Basel standards such as the Fundamental Review of the Trading Book for
Market Risk, the Net Stable Funding Ratio for Liquidity Risk or the SA-CCR for the calculation of
EAD by counterparty risk, as well as changes related to the treatment of the central
counterparties, MDA, Pillar II and leverage ratio, among others. As a new development, the TLAC
Term Sheet issued by the Financial Stability Board (FSB) is implemented in the capital
framework, so that systemic entities will have to comply with TLAC requirements in a Pillar I
while non-systemic MREL will only have to comply with a Pillar II that the resolution authority
will decide on a case-by-case basis.
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2.5.2 - Solvency

The CRR and the CRD IV constitute the transposition to European law of the solvency regulation
known as Basel III. The phase-in inclusion of this regulation to the European framework places
computable own funds and capital buffers above minimum regulatory levels, thus regulating
solvency levels and own funds’ composition with which credit institutions must operate.

In addition, towards ensuring a homogenous implementation of the new regulation throughout
the European Union, the European Banking Authority (EBA) develops the more specific aspects
of the CRR through the publication of more specific guides and guidelines. To this end, the EBA
has issued the final document "Guidelines on disclosure requirements under Part Eight of
Regulation (EU) No 575/2013", which establishes criteria to ensure consistency and
homogeneity that allows for greater comparability between credit institutions.

2.5.3 - Liquidity

The publication of the final version of the “Basel III: The Net Stable Funding Ratio” framework in
October 2014, introduced a series of stable funding requirements for short-term exposures to
financial sector entities and derivatives, avoiding potential higher systemic stress.

Likewise, in June 2015, requirements relative to the liquidity ratio NSFR were published in order
to increase, transparency, reinforce liquidity risk management principles, strengthen market
discipline and mitigate uncertainty with respect to its implementation. Bearing this in mind, since
January 2018, banks shall disclose, along with quarterly financial statements, details on the
numerator and denominator of the ratio.

In 2016 the EBA published two consultations on the disclosure of the Liquidity Coverage Ratio
(LCR) and the encumbrance. At the same time, the European Commission carried out a
consultation on the definition and development of the NSFR which served as a preparation for
the Commission's proposal to amend the CRR, which includes a proposal for the implementation
of the NSFR in Europe.

2.5.4 - Leverage ratio

Regarding the leverage ratio, the final calibration scheduled for the first quarter of 2017, remains
outstanding, and will depend on the final calibration of the capital measures for credit,
operational and market risk, which is expected to be in the 3% for all banks except for GSIB
entities that must comply with an additional charge.
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2.5.5 - Banking Recovery and Resolution

In 2014 the Directive 2014/59/UE (a.k.a. BRRD) was approved by the European Parliament and
the Council, on 15 May 2014, which establishes the framework for the recovery and resolution of
European credit institutions and investment services companies in order to harmonize the
procedures to resolve financial institution crises in Europe, minimizing costs for contributors.

On July 2016, the Commission published the Delegated Regulation 2016/1075, on the
restructuring and resolution plans, in accordance with the BRRD, which details: the content of
the restructuring plans, resolution plans and resolution plans for groups, minimum criteria to be
assessed by the competent authority with respect to restructuring plans and restructuring plans
for groups, conditions for group financial assistance, requirements for independent valuators,
contractual recognition of redemption and conversion competencies, the procedure in relation to
notification requirements and announcement of suspension and their content and the
operational functioning of the resolution authorities' colleges.

2.5.6 - Models for regulatory capital calculation

In 2016, progress has been made in the revision of the prudential framework and in the
development of crisis management frameworks.

The Basel Committee has continued to work on the revision of the frameworks for calculating
capital requirements for credit, market and operational risk in order to ensure the improvement
of their simplicity, comparability and sensitivity to risk. While seeking to reduce the variability of
risk-weighted assets not justified by the different risk profiles, the Basel Committee has set itself
the objective that these revisions do not entail a significant capital increase for the system and
therefore it is recalibrating the initial proposals

Credit risk:

In the context of IRB models, the ECB has communicated during 2015 its intention of
starting a review of advanced models utilized for regulatory capital calculations, with the
goal of reaching greater homogenization and standardization of supervision criteria of
such models.

A revised proposal for the initial proposal of the standard model was submitted on
December 2015. This proposal simplifies the above and reintroduces the use of external
ratings non-mechanically for exposures to banks and companies. For those jurisdictions
where the use of external ratings is not allowed, alternative approaches are established.
On the other hand, on March 2016, a review of internal models was published for the
purpose of eliminating the use of internal models for certain portfolios considered as low
default; to establish limitations in the estimation of parameters through floors to the
exposure level; homogenize the methodology for estimating risk parameters; and review
the treatment of risk mitigation techniques.
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Market risk:

In January 2016, the Basel Committee has published a final calibration and review of
capital for the trading book in its Fundamental Review of the Trading Book, which
comprises the standard model, the advanced model and the separation between banking
book and trading book.

Operational risk:

In March 2016, the revision of the first proposal of the standard method replacing the
business lines of the current standard calculation methodology by size, as the main
driver was published for consultation. This second proposal incorporates a new
approach that combines size with past event loss indicators. It is expected that this new
method will not only replace current standard methods but also internal AMA models.

This revision of the capital framework is expected to be completed by early 2017. The result is
expected to be a hybrid approach, in which the use of internal models will be allowed but
limitations and capital floors will be applied based on the standard methods of credit, market and
operational risk. In this sense, the calibration of these floors is expected to go between 60% and
90%.

Credit Valuation Adjustments (CVA):

A final proposal for the revision of the credit valuation adjustment (CVA) risk framework review
remains outstanding, in order to ensure that all CVA drivers and their hedges are covered by the
Basel capital framework, align the capital standard with the fair value measurement of the CVA
used for accounting purposes and to ensure consistency with the fundamental review of the
trading book (published in consultation in October 2015).

Securitizations:

In July 2016, the final version of "Revisions to the securitization framework" was published, an
updated standard for the regulatory capital treatment of securitization exposures, including the
treatment of "simple, transparent and comparable (STC) securitizations". Capital treatment for
STC securitizations is based on criteria published by the BCBS in 2015. The new standard
establishes additional criteria for distinguishing capital treatment for STC securitizations from
that of other securitization transactions.
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2.5.7 - EBA Initiatives

During 2016, the European Banking Authority (EBA) has continued to issue standards and guides
with the aim of developing aspects of the European Capital Regulation (CRR / CRD IV) to ensure
its understanding and subsequent harmonized implementation of regulatory minimum capital
requirements within the European Union. The following regulatory initiatives are worth
mentioning, among others: the guidelines on the evaluation of information and communication
technology (ICT) risk within the review and evaluation process framework of the SREP, the
guidelines on clients connected under the large risks regime, the guidelines on credit risk and
expected accounting losses management practices, and the final guidelines on ILAAP and ICAAP
information. In the area of liquidity, the EBA has published in 2016 two consultations aimed at
realizing the disclosure of the Liquidity Coverage Ratio (LCR) and the encumbrance.

In order to reduce variability in capital consumption not justified by different risk profiles, and to
improve homogeneity and comparability among entities, in February 2016 the EBA published the
final work plan announced in the discussion paper on the future of the IRB models. This work
plan began in 2016 and is expected to continue throughout 2017. It focuses mainly on the
publication of a series of regulatory proposals in relation to internal credit risk models, in order
to improve homogeneity, comparability and transparency. As part of this work plan the EBA has
published:

e InJuly 2016, the final proposal of the requirements for the evaluation of the use of credit
risk internal models by the competent authorities.

e In September 2016, the final guidelines for the application of the definition of default in
order to improve consistency and achieve a harmonized definition of default in the EU
prudential framework.

e In November 2016, a proposal to consult for the methodology of estimation of risk
parameters (PD, LGD and treatment of defaulted assets).

e In December 2016, the final disclosure requirements to improve comparability and
consistency of information among European entities.

2.5.8 - Single Supervision and Resolution Mechanism

The first key element in the banking union is the Single Supervisory Mechanism (SSM), which
assigns the role of direct banking supervisor to the European Central Bank in order to ensure
that the largest European banks are subject to a single independent supervision with common
rules.

In line with the intense monitoring agenda under the Supervisory Review and Evaluation Process
(SREP), the SSM has made a major effort in 2016, on the one hand, to harmonize supervisory
policies between countries and, on the other hand, in the transparency of their expectations.

Conversely, Europe continues to advance in the implementation of the crisis management
framework.
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The second key element is the Single Resolution Mechanism (SRM), which is responsible for
preparing for the possibility of entry into resolution, i.e. bankruptcy, in order to ensure that the
situation can be resolved in an orderly manner with minimum costs for contributors. From
January 1, 2016, the MUR is operational and in a progressive mutualization period until 2022.

Pursuant to the provisions of the Banking Recovery and Resolution Directive (BRRD), the banks’
shareholders and creditors will primarily finance the resolutions.

Where appropriate, funding may also be obtained, in addition, from the Single Resolution Fund
(SRF), which was recently created and financed by the banking sector. The SRF should reach its
financing target by 2023. Members of the euro area are automatically part of the banking union,
whereas for other Member States membership is voluntary.

The progressive mutualization period will allow the National Resolution Funds, valid across
several countries of the Eurozone until 2016, to be transferred to the Single Resolution Fund,
which will be fully implemented in 2023. In 2016, the first year of the Single Resolution Fund, the
funding purpose of this fund (1% of guaranteed deposits in 2023) was calculated at 60% based
on a national perimeter (BRRD perimeter) and 40% based on a euro zone perimeter (SRM
perimeter). In 2017, these percentages have been inverted, with the financing being a 40% BRRD
perimeter and 60% SRM perimeter.
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3. Pillar III General Aspects

3.1 - Introduction

Ibercaja Banco, S.A. is a credit institution majorly owned (87.8% of its capital) by Fundacién
Bancaria Ibercaja, subject to laws and regulations determined by economic and monetary
authorities, both Spanish and from the European Union.

Ibercaja Banco is the head of a group of subsidiaries, which jointly constitute Grupo Ibercaja
Banco (hereinafter referred to as “Ibercaja” or the “Group”). Such companies compose its
consolidated group and perform activities of diverse nature. Activities from the Financial Group
stand out by their importance, both by their diversification in the offer of banking products and
their profitability. The Financial Group is formed by companies specialized on investment funds,
savings and pensions plans, bancassurance, wealth management and leasing/renting.

The most relevant companies that conform the consolidation perimeter are:

Ibercaja Banco, S.A.

Real Estate Management m Instrumental and Services

L i y L L ]

Ibercaja Gestién, SGIIC, SA. ‘ Ibercaja Pensién, EGFP, S.A. Ibercaja Pensidn, SGC, S.A. Ibercaja Leasingy
Portfolio management Financiacién, EF.C, SA.

Company, develops private Financial lease

banking system

h 4

Ibercaja Mediacién de Seguros, S.A.
Insurance intermediation

ICC management company Pension plans and funds

Management company

Its mission is to aid in the management of family and company finances, offering a global and
tailored service. For this purpose, it offers excellent solutions to the financial needs of its three
million clients.

Its activity is underpinned by an infrastructure of 1,248 offices located throughout the entire
Spanish territory.

For more details on the Entity consult the website of Ibercaja Banco (www.ibercaja.com).

3.2 - Governance Bodies

The governance bodies of Ibercaja Group, their composition and operating rules are governed by
the Bylaws and the Regulations of the Board of Directors, the content of which is in accordance
with Law 10/2014 of June 26, on supervision and solvency of credit institutions, the Royal
Decree Law 1/2010, of 2 July, approving the consolidating text of the Capital Companies Law
(drafted by Law 31/2014) and Uniform Good Governance Code. The composition and members
of the different governance bodies, as well as the management team are detailed in the Corporate
Governance Report.

The main governance bodies and the policies ensuring the suitability and diversity of the
members of the Board of Directors, according to article 435.2 of the CRR, are detailed below:
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3.2.1 - Board of Directors

The Board of Directors has the broadest powers for the management, administration and
representation of the Entity and, except in the areas reserved for the competence of the General
Meeting, it is the Bank's highest decision-making body. The Board has six Commissions:
Executive, Appointments, Remuneration, Audit and Compliance, Major Risks and Solvency and
Strategy Commission.

Table 1. Members of the Board of Directors

Board of Directors
Position Name Category Date of last nomination
Chairman: D. Amado Franco Lahoz Dominical 30/08/2016
1st Vice-chairman D. José Luis Aguirre Loaso Dominical 30/08/2016
2nd Vice-chairman D. José Ignacio Mijangos Linaza Dominical 29/10/2015
CEO D. Victor Manuel Iglesias Ruiz Executive 28/01/2015
Member D. Jestis Maximo Bueno Arrese Dominical 30/08/2016
Member D. Jesus Solchaga Loitegui Independent 24/07/2013
Member D.2 Gabriela Gonzalez-Bueno Lillo Independent 24/07/2013
Member D. Vicente Céndor Lopez Independent 27/01/2014
Member D. Jests Tejel Giménez Independent 30/08/2016
Member D. Félix Santiago Longas Lafuente Independent 30/08/2016
Member D. Emilio Jiménez Labrador Dominical 28/10/2016
Member D. Juan Maria Peman Gavin Dominical 24/07/2013
Secretary Counsellor  D.Jests Barreiro Sanz Dominical 11/11/2014

Table 2. Composition of the Board of Directors

Composition
Category %
% Executive counsellors 7.7%
% Dominical counsellors 53.8%
% Independent counsellors 38.5%
% Other external 0%
Number of meetings 15

All appointments of members of the Board of Directors
have been adopted with a favorable report from the
Appointments Commission.
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3.2.2 - Executive Commissions of the Board of Directors

Hllustration 1. Executive Commissions of the Board of Directors
g

Board of Directors

! I I } ! !

Major Risk and Auditand
Solvency Compliance
Commission Commission

Executive

Remuneration Strategy Appointments
Commission

Commission Commission Commission

Executive Commission

Table 3. Composition of the Executive Commission

Composition
Category %
% Executive counsellors 12.5%
% Dominical counsellors 62.5%
% Independent counsellors 25%
% Other external 0%

The Board of Directors delegates to the Executive Committee all its powers, except the legally or
statutorily non-delegable.

In the regular conduct of its meetings, the Executive Commission has had access to the reports of
the Chairman and CEO, who have analyzed the main macroeconomic variables and the evolution
of the Entity’s data: balance sheet and income profit and loss; evolution of the Entity’s portfolio;
customer resources and customer loans; market shares; liquidity management; NPL and
coverage rates; activity volumes and results of the Group's subsidiaries.

Also, it has ruled on financing operations under its consideration, due to its necessary
authorization or ratification for reasons of amount or status of the applicants. Similarly, it has
ratified the operations approved, rejected or ratified by the Credit Risk Commission, and adopted
several agreements regarding the divestment in investees.

Audit and Compliance Commission

Table 4. Composition of the Audit and Compliance Commission

Composition

Category %

% Executive counsellors 0%

% Dominical counsellors 40%

% Independent counsellors 60%

% Other external 0%
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All members of the Audit and Compliance Committee have the status of non-executive directors
and more than half (60%) of the counsellors that comprise it, in particular its Chairman, are
independent counsellors.

The Commission’s functions come expressly gathered in the Regulation of the Board of Directors.
In particular:

e Report to the General Meeting on the issues that the shareholders pose in terms of its
competency.

e Receive once a year from the external auditor written confirmation of its independence
with respect to the Entity or its group, issuing the corresponding report.

e Propose the appointment or re-election of the account auditor.

e Supervise the effectiveness of the Entity’s internal control, internal audit and the risk
management systems, including tax.

e Supervise the process of preparation and presentation of regulated financial
information.

e Establish the appropriate relations with the external auditor to receive information on
issues relative to its independence.

During 2016, the Commission has been informed of the requirements and communications
received from supervisory bodies in the field of its competence. With regard to financial
reporting it has known and supervised the process of preparation and presentation of the
regulated financial information, it has reviewed the financial statements of the Entity as well as
the periodic financial information to be provided by the Board of Directors to the markets and
supervisory bodies.

Appointments Commission

Table 5. Composition of the Appointments Commission

Composition
Category %
% Executive counsellors 0%
% Dominical counsellors 50%
% Independent counsellors 50%
% Other external 0%

All members of the Appointments Committee have the status of non-executive directors and half
of its members, and in particular its Chairman, are independent counsellors.

The Appointments Commission has functions of reporting to the Board of Directors on
nomination proposals. In particular:

e  Assess the suitability of the Counsellors.

e Establish a representation target for the least represented sex in the Board of Directors.

e Conduct, for the General Meeting, the proposals of nomination, re-election or
termination of independent Counsellors.

e Inform about the proposals of nomination and separation of senior executives and
professionals with key functions and the basic conditions of their contracts.

e Examine and organize the succession of the Chairman and CEO.
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Remuneration Commission

Table 6. Composition of the Remuneration Commission

Composition
Category %
% Executive counsellors 0%
% Dominical counsellors 50%
% Independent counsellors 50%
% Other external 0%

All members of the Remuneration Committee have the status of non-executive directors and half
of its members, and in particular its Chairman, are independent counsellors.

The Remuneration Commission has conferred functions of information, advice and proposal on
remunerations of Counsellors, general managers or similar, and persons whose professional
activity significantly impacts on the risk profile of the Entity.

During 2016, the Commission has informed, advised and formulated to the Board of Directors
proposals on the remuneration of Counsellors, senior management and people whose
professional activity significantly affects the Bank's risk profile.

At the meeting held on February 24, 2016, following the favorable report from the Remuneration
Commission, the Board of Directors was aware of the degree of compliance with the objectives
set for the year 2015 by the Chief Executive Officer and the remaining people who are part of the
Identified Group of the Remuneration Policy associated with risk management. It emerged that
none of the alerts that could lead to the activation of the malus clauses had been activated.

At the same meeting, the Board of Directors approved the objectives for the variable
remuneration for 2016, without modifying the criteria for applying the variable remuneration
system to the Identified Group’s objectives.

Major Risks and Solvency Commission

Table 7.Composition of the Major Risks and Solvency Commission

Composition
Category %
% Executive counsellors 0%
% Dominical counsellors 50%
% Independent counsellors 50%
% Other external 0%

All members of the Commission on Large Risks and Solvency have the status of non-executive
counsellors and half of its members, and in particular its Chairman, are independent counsellors.
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The main function of the Committee is to advise the Board of Directors on the overall risk
appetite of the Bank and its Group and its strategy in this area, helping the Board to oversee the
implementation of the mentioned strategy by the Senior Management and monitoring the
Group's solvency levels and making the pertinent recommendations for improvement.

During 2016, the Commission has informed the Board of Directors of the Entity's Risk Appetite
Framework, its quarterly monitoring reports, and the annual capital and liquidity adequacy
assessment report for 2015.

Strategy Commission

Table 8. Composition of the Strategy Commission

Composition
Category %
% Executive counsellors 0%
% Dominical counsellors 50%
% Independent counsellors 50%
% Other external 0%

All members of the Strategy Commission have the status of non-executive counsellors, and half of
its members are independent counsellors.

The main function of the Commission is to inform the Board of Directors on the implementation
of the entity's strategic policy.

During the year 2016, the Commission carried out a constant monitoring of the Strategic Plan
approved by the Board of Directors, which is important for the medium and long-term
management of the Entity, as well as the quarterly monitoring of budgetary developments,
communicating the conclusions reached to the Board of Directors.

More detailed information on the delegated commissions of the Board of Directors is presented
in the Consolidated Management Report for 2016, included in the Notes to the Consolidated
Financial Statements.

The information on the Group’s corporate governance can be accessed through the corporate
website www.ibercaja.es, in the section Shareholders and investors/corporate governance.

3.2.3 - Procedures to ensure the suitability of the members of the Board of
Directors

The Group has developed a Policy for the assessing suitability of the members of the Board of
Directors and persons with key roles in the Entity, approved by the Board of Directors, which
must be reviewed annually. This policy establishes the criteria and systems that the Entity will
apply for the assessment of the suitability of the members of the Board of Directors, general
managers or similar, responsible for internal control functions and other key positions for the
daily developments of the Entity's activity.

The main functions of the Appointments Committee are described below:
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e Formulate and review the criteria to be followed for the composition of the Board of
Directors and the selection of candidates to ensure that selection procedures favor
diversity of gender, experience and knowledge, and may not involve any discrimination
and, in particular, facilitate the selection of female Counsellors.

e Assess the competencies, knowledge and experience necessary in the Board of Directors,
defining the necessary functions and competencies that the candidates for each vacancy
shall meet, and evaluate the precise time and dedication so that they can perform their
tasks.

e Elevate to the Board of Directors the nomination proposals of independent Counsellors
for their submission to the General Meeting of Shareholders, as well as the proposals for
their re-election or separation of such Counsellors by the General Meeting of
Shareholders.

e Report the nomination proposals and cessation of senior executives that the first
executive proposes to the Board of Directors.

For the evaluation of the suitability of persons who are part of the collective subject to the
suitability assessment policy, following the criteria established in the current regulation, their
commercial and professional honorability and their knowledge and experience are taken into
account.

In the case of members of the Board of Directors, considerations also include aspects that
reinforce good governance and capacity of dedication, independence and avoidance of conflicts of
interest. With the same purpose, the maximum number of positions that Counsellors can hold
simultaneously has been limited, in Governance Bodies of other companies.

The Evaluation Policy is reviewed at least annually, and verified with the same frequency as the
members of the group identified do not incur in causes of supervening incompatibility, without
prejudice to the obligation of all to communicate such circumstances, in the hypothetical event
that they occurred.

The suitability assessment policy that contemplates persons integrating the collective subject, is
available to the supervisory authorities, under the terms established in the current regulation.

3.2.4 - Policy on Dedication of Counsellors

This policy develops the criteria which will determine the concurrence of the requirement of
willingness to good governance of the Entity to be met by members of the Board of Directors, in
order that they can devote sufficient time to the performance of their duties. In particular,
contemplation involves the diligence duty; obligation of attendance to the meetings of the
governance bodies of which they are part; information rights and counsellor obligations;
limitation on the maximum number of governance bodies of other entities of which they may be
part.

3.2.5 - Training actions to the Board of Directors in terms of Risks and
Regulation

In relation to the requirement of Article 435 of the CRR about the knowledge and competencies
of the Board of Directors, the Group has developed during business year 2015 different education
actions regarding the main regulatory changes in terms of risk governance of Entities. The
content of the most relevant education actions is described hereafter:
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e March 31, 2016: Training Session provided by Mr. Francisco Serrano Gill de Albornoz
and Mr. David Saludes Moronval, General Secretary and Head of the Regulatory
Compliance Unit, respectively, on the Regulatory Compliance Function.

e April 6, 2016: Training Session on Control and Management of financial risks, provided
by the Director of Risk Area of CECABANK, Mr. Andrés Martin Pintor, and by the head of
the Market, Balance-sheet and Liquidity Risk division of CECABANK Mr. Jestis Contreras
Garay.

e April 7, 2016: Training Session related to the control function of credit institutions,
provided by Mrs. Teresa Cubas Méndez, Director of Audit, Control and Compliance of
CECABANK.

e May 25, 2016: Training Session on the legal regime of the credit institution and the legal
status of the credit institutions manager, provided by Mr. Fernando Minguez, partner of
CUATRECASAS, GONCALVES PEREIRA.

e October 28, de 2016: Session provided by the Vice President of International Financial
Analysts, Mr. Angel Berges, on the prospects of the financial system

3.2.6 - Diversity in Governance Bodies

The Entity has watched to avoid at all times that their internal governance rules contain implicit
biases against the selection of women to join its governance bodies and senior management.

Even though a minimum representation target has not yet been established for the gender less
represented on the Board of Directors, it has expressly been stated in the Regulation of this body,
that it is competence of the Appointments Commission to establish a representation target for
the sex less represented in the Board of Directors and develop guidance on how to achieve such
target.

According to the criteria established in the Good Governance Code of listed companies, it is
expected to reach the target that by 2020 the number of female Counsellors represents at least
30% of the total members of the Board of Directors. In addition, in order to offer a global and
plural vision within the Bank's management, the profiles of those members that make up the
Bank's main management bodies are diverse in knowledge and experience, as enacted in the
objectives of the Appointments Commission.

3.3 - Consolidation Scope

The information presented in this report corresponds to the Consolidated Group of credit
institutions whose parent entity is Ibercaja Banco S.A.

From an organizational point of view, the Bank is the head of a group of dependent entities, the
most important of which are, in terms of diversification of banking products and profitability,
those that compose the Financial Group, formed by companies specialized in investment funds,
savings and pension plans, wealth and leasing-renting.

The most relevant companies that make up the consolidation perimeter are:
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Ibercaja Banco, S.A.
Real Estate Management m Instrumental and Services
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banking system

Herein after a summary id offered on the main differences relative to the principles, accounting
policies and valuation criteria that have been applied in the preparation of the Group's
consolidated financial statements for the 2016 financial year, in accordance with Regulation (EU)
575/2013 (CRR) and for the purposes of the third rule of the Circular 4/2004 of the Bank Of
Spain, of December 22.

Subsidiary Companies

Subsidiary Companies are those over which the Entity has the capacity to exercise control, which
is manifested, generally, but not only, by direct or indirect ownership of more than 50% of the
voting rights of the investees or, even if this percentage is lower or null due to the existence of
other circumstances or agreements granting control. In accordance with current regulation,
control refers to the power to govern the financial and operating policies of an entity, in order to
obtain benefits from its activities.

In the preparation of the financial statements, the subsidiaries have been consolidated using the
global integration method, defined in the Circular 4/2004 of the Bank of Spain, of December 22.

The consolidation of the results generated by the subsidiaries acquired in a fiscal year is carried
out taking into account only those corresponding to the period between the acquisition date and
the financial year-end. At the same time, the consolidation of the results generated by the
subsidiaries disposed of in a financial year is carried out taking into account only those
corresponding to the period between the beginning of the year and the date of disposal.

Multi-group Companies

Multi-group Companies are defined as those which, without being dependent, are under
contractual agreements of joint control, whereby decisions on the relevant activities are taken
unanimously by the entities that share the control and are entitled to their net assets.

Holdings in Multi-group Companies that may be consolidated by virtue of their activity are
consolidated through the application of the proportional integration method, as defined in the
48t standard of the Circular 4/2004 of the Bank of Spain, for the purposes of application of
solvency requirements. Holdings in Multi-group Companies that cannot be consolidated by their
activity are valued using the equity method, as defined in the 49t standard of the Circular
4/2004 of the Bank of Spain.

Associated Companies

Associated entities are those over which the Entity has the capacity to exert significant influence,
although they do not constitute a decision unit nor are they under joint control. In general,
although not exclusively, this capacity is assumed when there is a participation (direct or
indirect) equal to or greater than 20% of the voting rights of the investee.

In the consolidated financial statements, Associated Companies are valued by the "equity
method", defined in the fortieth standard of the Circular 4/2004 of the Bank of Spain.
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If, as a result of the losses incurred by an Associated Company, its shareholders' equity where
negative, it would appear in the consolidated balance sheet with zero value, unless the Group has
the obligation to support it financially, in which case a provision for liabilities would be
registered "Provisions" on the liability side of the balance sheet.

Structured Companies

Structured companies are those that have been designed so that voting and/or similar rights are
not the decisive factor when deciding who controls it.

In those cases where the Group participates or constitutes entities for the transmission of risks,
or in order to allow access to certain investments, it is determined whether there is control and,
therefore, whether the constituted companies should be consolidated, taking into account,
mainly, the following factors:

« Analysis of the Group's influence on the activities of the entity, which are relevant to determine
its performance.

« Implicit or explicit commitments to provide financial support to the entity.
« Significant exposure of the Group to the variable returns of the entity's assets.

These entities include the so-called "asset securitization funds" which the Group consolidates as
there are contractual financial support agreements (commonly used in the securitization
market). In practically all securitizations carried out by the Group, the transferred risks cannot
be derecognized from the assets of the balance sheet and the issues of the securitization funds
are recorded as liabilities within the Group's balance sheet.

The companies and investment and pension funds managed by the Group do not comply with the
requirements of the regulatory framework to be consider as structured companies, so they are
not subject to consolidation.

In accordance with criteria previously indicated, detail is offered as of 31 December 2016.

a) Subsidiary companies of the Consolidated Group for solvency purposes, to which the
full consolidation method has been applied:

Table 9. Subsidiary Companies, full consolidation

Business Name

Ibercaja Banco SA Cerro Goya SL

Ibercaja Leasing SA Ibercaja Gestion de Inmuebles SA
Ibercaja Gestion SA TDA 2 Ibercaja Fondo Titulizacién
Ibercaja Pension SA TDA 3 Ibercaja Fondo Titulizacién
Ibercaja Pat