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A.1 Complete the following table on the company’s share capital:

Date of last . L.
. Share capital (euros) Number of shares Number of voting rights

modification

26/06/2013 73,769,023.68 307,370,932 307,370,932

Please indicate whether shares are divided into different categories with

different Rights attached:

Yes|

No | X

A.2 Please provide information on both direct and indirect owners of significant
shareholdings in your organization at the close of the fiscal year, excluding board

members:
Number of direct Number of indirect % of total
Name or corporate name of shareholder . . . . . .
voting rights voting rights voting rights
Fomento de Construcciones y Contratas, S.A. 105,452,556 7,922,551 36.89
Inversora Carso, S.A. de C.V. 79,920,452 0 26.00
Lansdowne Partners International Limited 0 107,346 0.03
Name or corporate name of Via: Name or corporate name of direct

shareholder

shareholder

Number of voting rights

Fomento de Construcciones y

Limited

Contratas, S.A. Corporacion Financiera Hispanica, S.A. 1,110,104
F to de Const i

omen’e ¢ onsrecionesy Asesoria Financiera y de Gestion, S.A. 6,815,500
Contratas, S.A.
Lansd Part Int ti |

ansdowne Fartners fnternationa Lansdowne Investment Company LTD 107,346

Indicate the most significant changes that have occurred in the shareholder

structure over the last fiscal year:

Name or corporate name of shareholder

Date of operation

Description of operation

Inversora Carso, S.A. de C.V. 03/06/2015 Exceeded 20% of share capital
Lansdowne Partners International Limited 27/11/2015 Exceeded 2% of share capital

BFA Tenedora de Acciones, S.A. 03/06/2015 Descended 1% of share capital
JPMorgan Chase & CM. 10/12/2015 Descended 3% of share capital
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A.3 Complete the following tables on the membership of the Company’s Board of

Directors holding the voting rights of the company’s shares:

Name or corporate name of board Number of direct Number of L

. Lo . % of total voting rights
member voting rights indirect voting

Ms. Maria Antonia Linares Liébana 3 0 0.00

Ms. Carmen Iglesias Cano 1,182 0 0.00

E.A.C. Inversiones Corporativas, S.L. 1,000 0 0.00

Mr. Juan Rodriguez Torres 1,182 0 0.00

Total % of voting rights held by the Board of Directors 0.03%

Complete the following tables on the membership of the Company’s Board of

Directors holding rights on the company’s shares:

Name or corporate name of | Number of direct Number of Number of % of total voting
board member voting rights indirect voting equivalent rights
shares
Mr. Juan Rodriguez Torres 1,200,000 0 600,000 0.39

A.4 Indicate, where appropriate, any relationships of a family, commercial,

contractual or corporate nature that exist between the owners of significant

shareholdings, in so far as the company is aware, unless they are immaterial or

derive from normal commercial trading or transactions:

Name or corporate name related

E.A.C. Inversiones Corporativas, S.L.

Fomento de Construcciones y Contratas, S.A.

Kind of relationship: Societary

Brief description:

EAC Inversiones Corporativas is a board member of the reference shareholder

Fomento de Construcciones y Contratas, S.A.

Name or corporate name related

Mr. Juan Rodriguez Torres

Fomento de Construcciones y Contratas, S.A.

Kind of relationship: Societary

Brief description:

Mr. Juan Rodriguez Torres is a board member of the reference shareholder Fomento

de Construcciones y Contratas, S.A.
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Name or corporate name related

Mr. Carlos Manuel Jarque Uribe

Fomento de Construcciones y Contratas, S.A.

Kind of relationship: Societary

Brief description:

Mr. Carlos Manuel Jarque Uribe is a board member of the reference shareholder
Fomento de Construcciones y Contratas, S.A.

Name or corporate name related

Mr. Gerardo Kuri Kaufmann

Fomento de Construcciones y Contratas, S.A.

Kind of relationship: Societary

Brief description:

Mr. Gerardo Kuri Kaufmann is a board member of the reference shareholder
Fomento de Construcciones y Contratas, S.A.

Indicate, where appropriate, any relationships of a commercial, contractual or
corporate nature that exist between the owners of significant shareholdings, and
the company and/or its group, unless they are of no particular relevance or
derive from normal commercial trading or transactions.

Indicate whether the company has been informed of any shareholders’
agreements affecting it as per articles 530 and 531 of the LMV. If so, please
provide a brief description and detail the shareholders involved in the
agreement:

Yes| No | X

Indicate if the company is aware of any concerted action among shareholders. If
any exist, please provide a brief description:

Yes| No | X

If any such pacts, agreements or concerted actions have been modified or
cancelled over the last fiscal year, please specify:

indicate if any individual or organization exercises or could exercise control over
the company under article 4 of the Securities and Exchange Law (Ley del
Mercado de Valores). If so, please identify that person:

Yes| No | X
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Notes

A.8 Complete the following tables on the company's treasury shares:

At the end of the fiscal year:

Number of direct shares Number of indirect shares (*) % of the total share capital
610,000 0 0.20
(*) via:

Describe any material variation that have taken place during the fiscal year, in
accordance with the specifications of the Royal Decree Law 1362/2007

Describe the material variation

A.9

There has been no material variation during FY 2015.

Describe the conditions and term of office and conditions of mandate of the
General Shareholders’ Meeting to the Board of Directors to issue, repurchase or
transfer treasury shares

From January 1 to June 22, 2015, the agreement of the General Shareholders' Meeting, reached at
its meeting dated June 24, 2014, held as an Ordinary Meeting, agreed by an absolute majority to
authorize Realia Business, S.A., and the Group companies that comply with any of the
circumstances set forth in Article 42, paragraphs 1 and 2, of the Code of Commerce, to undertake
the derivative acquisition of own shares, with the purchase at any Stock Exchanges on which these
shares are admitted to trading, at the price of the stock market value on the date of the
acquisition, which must be between the minimum and maximum values detailed below:

- Maximum value: the value resulting from a 10% increase of the maximum quotation in the
three months prior to the date on which the acquisition takes place.

- Minimum value: the value resulting from deducting 10 per cent from the minimum quotation,
also in the three months prior to the moment at which the acquisition takes place.

By virtue of this authorization, either the Board of Directors or the Executive Committee could
purchase own shares under the terms described in Art. 146 of the Revised Text of the Law on
Capital Companies.

This authorization was granted for the maximum period permitted by law, whilst also respecting
the limit of share capital applicable, in accordance with legislation in force at the time of
acquisition.

Acquisition of the shares, which will be fully paid up, must allow the company to allocate the
reserves described in rule c) of Article 148 of the Law on Capital Companies.
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This agreement was rendered without effect on June 22, 2015, when the Ordinary General
Shareholders' Meeting agreed by an absolute majority to authorize Realia Business, S.A., and the
Group companies that comply with any of the circumstances set forth in Article 42, paragraphs 1
and 2, of the Code of Commerce, to undertake the derivative acquisition of own shares, with the
purchase at any Stock Exchanges on which these shares are admitted to trading, at the price of the
stock market value on the date of the acquisition, which must be between the minimum and
maximum values detailed below:

- Maximum value: the value resulting from a 10% increase of the maximum quotation in the
three months prior to the date on which the acquisition takes place.

- Minimum value: the value resulting from deducting 10 per cent from the minimum quotation,
also in the three months prior to the moment at which the acquisition takes place.

By virtue of this authorization, either the Board of Directors or the Executive Committee may
purchase own shares under the terms described in Art. 146 of the Revised Text of the Law on
Capital Companies.

This authorization is granted for the maximum period permitted by law, whilst also respecting the
limit of share capital applicable, in accordance with legislation in force at the time of acquisition.

Acquisition of the shares, which will be fully paid up, must allow the company to allocate the
reserves described in rule c) of Article 148 of the Law on Capital Companies.

A.9 Bis Estimated Free Float:

%

Estimated Free Float 36.85

A.10 Indicate whether there are any restrictions on the transfer of securities and / or

A.l11

any restrictions on voting rights. In particular, the existence of any restrictions
that may impede the acquisition of control of the company through the purchase
of shares in the market will communicate.

Yes| No | X

Indicate whether the General Shareholders’ Meeting has agreed to adopt
measures to counter any possible takeover bid pursuant to the provisions of Law
6/2007.

Yes| No | X

Where appropriate, explain the measures approved and the circumstances under
which the restrictions would cease to have an impact:
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A.12 Indicate whether the company has issued shares that are not traded on an EU

regulated market.

Yes| No | X

Where applicable, indicate the different classes of shares and, for each class of
shares the rights and obligations conferred.

B GENERAL MEETING

B.1

B.2

B.3

Indicate and, where applicable, provide details on whether differences exist with
the minimum quorum regime established by the CCA (Capital Companies Act) in
terms of the constitutional quorum of the General Shareholders’ Meeting.

Yes| No X

Indicate and, where applicable, provide details on whether differences exist with
the minimum quorum regime established by the CCA (Capital Companies Act) in
terms of the adoption of company agreements.

Si No | X

Describe the differences with the regime planned in the CCA.

State the rules applicable to the amendment of the statutes. In particular, the
majorities provided for the amendment of the articles will be communicated
and, where appropriate, the rules laid down for the protection of the rights of
the partners in the modification of the statutes.

Article 16 of the Articles of Association concerning the constitution of the General Meeting, states
that for the ordinary and extraordinary General Meeting to validly increase or reduction of capital
and any other amendment to the bylaws, the issuance of bonds, the elimination or restriction of
the right of first refusal on new shares as well as the transformation, merger, spin-off or transfer of
assets and liabilities and the transfer of residence abroad, will be required on first call, the presence
of shareholders present or represented holding at least fifty percent (50 %) of the share capital
with voting rights, and on the second call will be sufficient for twenty-five percent (25 % ) of the
capital. When shareholders representing at least fifty percent (50 %) of the share capital with
voting rights, the aforementioned agreements may only be validly adopted with the favorable vote

of two -thirds of the capital present or represented at the Meeting.

The same is set out in paragraph 8 b) of Article 15 of the Rules of the General Meeting.
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the year covered by this report and the previous year:

Indicate the data on attendance at General Shareholders’ Meetings held during

Attendance Data

Date General % of physical % of % absentee vote
Shareholders’ o of phy ° ati % Total
Meeting presence representation Electronic vote Other
24-06-2014 36.97 28.19 0.00 0.00 65.16
22-06-2015 37.14 30.73 0.00 0.00 67.87
B.5 Indicate whether there are any restrictions in bylaws on the minimum number of

shares necessary to attend the General Meeting:

Yes|

B.6 Paragraph repealed

B.7

No | X

Indicate the address and means of access to the company website to information

regarding corporate governance and other information on general meetings to

be made available to shareholders via the website of the Company.

On the homepage of the website of Realia Business, SA (www.realia.es) there is a specific section,

there is a section entitled "Corporate Governance", after mouse over, displays all available

information in accordance with the existing legislation, in particular that relating to Governing

Bodies, General Meeting of Shareholders, Social Policy, Annual Report on Corporate Governance

and Annual Report on Remunerations of Directors.

C STRUCTURE OF THE COMPANY'S ADMINISTRATION

C.1 Board of Directors.

C.1.1 Maximum and minimum number of board members stipulated in the

company's bylaws:

Maximum number of board members 15
Minimum number of board members 5
C.1.2 Complete the following table of Members of the Board:
Name or corporate Representative Director's Position Date of First Date of Last Election
name of board status on the appointment appointment | procedure
member Board
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Ms. Maria Antonia General
. - Independent | Director 25/04/2007 26/06/2013 X
Linares Liébana Meeting
Ms. Carmen Iglesias
g Independent | Director | 12/04/2007 | 0s/06/2012 | Seneral
Cano Meeting
Ms. Alicia Alcocer
Meliloto, S.L. : Proprietary | Director | 05/06/2012 | 05/06/2012 | Senerd
Koplowitz Meeting
EAC Inversiones Ms. Esther Alcocer General
i i 15/12/2004 05/06/2012
Corporativas, S.L. Koplowitz Proprietary Director 12/ /06/ Meeting
Mr. Juan Rodriguez ] ) )
Proprietary | Chairman 06/10/2015 06/10/2015 | Cooptation
Torres
Mr. Gerardo Kuri
Executive | CEO | 27/02/2015 | 22/06/2015 | Senera
Kaufmann Meeting
Mr. Carlos Manuel ] . )
. Proprietary Director 06/10/2015 06/10/2015 | Cooptation
Jarque Uribe
Vacant Proprietary Director 03/06/2015 03/06/2015 Other
Vacant Proprietary Director 03/06/2015 03/06/2015 Other
Vacant Proprietary Director 03/06/2015 03/06/2015 Other

Total Number of Board Members

10

Indicate any resignations from the company’s Board of Directors over the

period:
Name or corporate name of board Director's status Date of Resignement
member
Mr. Ignacio Bayén Mariné Executive 06/10/2015
Mr. Ifiigo Aldaz Barrera Executive 06/10/2015
Mr. Rafael Montes Sanchez Proprietary 27/02/2015
Mediacién y Diagndsticos, S.A. Proprietary 03/06/2015
Inmogestion y Patrimonios, S.A. Proprietary 03/06/2015
Participaciones y Cartera de Inversioén, S.L. Proprietary 03/06/2015

C.1.3 Complete the following tables on the membership of the Board and their

positions:

EXECUTIVE BOARD MEMBERS

Name or corporate name of Board Member

Position in Company Organization Chart

Mr. Gerardo Kuri Kaufmann CEO
Total Number of executive board members 1
Total % of board member 10,00
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EXTERNAL PROPRIETARY BOARD MEMBERS

Name or corporate name of Board Member Name or corporate name of the significant
shareholder represented or proposing the
appointment

Meliloto, S.L. Fomento de Construcciones y Contratas, S.A.
EAC Inversiones Corporativas, S.L. Fomento de Construcciones y Contratas, S.A.
Mr. Juan Rodriguez Torres Inversora Carso, S.A. de C.V.

Mr. Carlos Manuel Jarque Uribe Fomento de Construcciones y Contratas, S.A.
Total number of proprietary board members 4
% of entire Board 40.00

INDEPENDENT EXTERNAL BOARD MEMBERS

Name or corporate name of
Board Member

Profile

Former Professor of History of Ideas at the Universidad Complutense de
Madrid and the Universidad Rey Juan Carlos de Madrid. Former
Member of the Advisory Committee (consultative committee) of FCC,
member of the Board of Directors of the Instituto Cervantes, member of
the Board for the Debate on the Future of the European Union, Member
of the Board of Trustees of the ICO Foundation, member of the
Ms. Carmen Iglesias Cano Governing Board of the Instituto de Espafia, among other boards and
boards of trustees. She has also been Chairperson of the Board of the
Grupo Unidad Editorial, a subsidiary of the RCS Corriere de la Sera. She
is currently a Member of the Board of Patrimonio Nacional, member of
the Governing Board of the Real Academia Espafola and the Real
Academia de la Historia, member of the Iberoamerican Forum, member
of the Advisory board of the Royal Theatre and Prado Museum Patron.

She was General Secretary and Board Member of Endesa
Diversifiacacion, S.A., Board Member of Electra de Viesgo, S.A., Board
Ms. Maria Antonia Linares Member of Puero de Carboneras, S.A., Secretary to the Board of
Liébana Directors of Grupo Eléctrico de Telecomunicaciones, S.A., General
Secretary and Board Member of Netco Redes, S.A., and AIE Secretary in

Endensa, Unidn Fenosa and Telecom ltalia.

Total number of independent board members 2

% of entire Board 20.00

Indicate whether any member qualified as an independent director
perceives from the company or its group, any amount or benefit other

10
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than the concept of remuneration, or has or has had during the last
financial year, a business relationship with society or any company of the
group, either on their own behalf or as a significant shareholder, director
or senior manager of a company that has or had such a relationship.

No

Where appropriate, a statement of advice on why it is considered that the

counselor can perform their duties as independent director will be
included.

OTHER EXTERNAL BOARD MEMBERS

Indicate why they may not be considered proprietary or independent,
and their relations to company, its managers or shareholders:

Indicate any change occurred in each board member’s status over the
period:

Name or corporate name of board
member
Mr. Gerardo Kuri Kaufmann

Date of change

09/10/2015

Former status Current status

Propriety Executive

C.1.4 Complete the following table with information on the number of female
directors for the past 4 years, and the nature of such directors:

. % of the total number of directors of each
Number of female directors
typology

Year | Year | Year | Year Year Year Year

2015 2014 2013 2012 2015 2014 2013 2012

Executive 0 0 0 0 0.00% 0.00% 0.00% 0.00%
Proprietary 2 2 2 1 20.00% 20.00% 20.00% 20.00%
Independent 2 2 2 2 20.00% 20.00% 20.00% 20.00%
Other external 0 0 0 0 0.00% 0.00% 0.00% 0.00%
Total: 4 4 4 4 40.00% 40.00% 40.00% 40.00%

C.1.5 Explain the measures, if any, have been taken to seek to include in the

board a number of women that would achieve a balanced representation
of women and men.

11
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Explanation of the measures

C.1.6

The Board of Directors of REALIA Business, S.A. consists of ten (10) members, but
there are 3 vacant places. Among the seven (7) current members, four (4) of them
are women, so it is the majority. The presence of male and female members in the
Board is considered balanced.

Explain the measures, if any, had agreed the appointments for that
selection procedures are implicitly biased against the selection of
directors and the company makes a conscious effort to include potential
candidates, women who fit the profile professional searched for:

Explanation of the measures

Because gender diversity that has characterized the Board of Directors of Realia
Business, S.A. (where female representation was 40% in the last four years, and
currently being majority, 4 directors on 7 due to the three existing vacancies), the
Appointments and Remuneration Committee has not seen it necessary to adopt
any specific measures aim to promote the recruitment of female directors.

When, despite the measures, if any, have been taken are few or no
female directors, explain the reasons therefore:

Explanation of the measures

Given that, in the last four years, 40% of the members of the Board have been women and
they are currently majority because of the existing vacancies, the number of female
directors is not considered low.

C.1.6 bis Explain the conclusions of the Appointments committee on the

verification of compliance with the policy of selection of directors. And in
particular, how such policy is promoting the goal that by 2020 the number
of female directors represent, at least 30% of the total members of the
board.

Explanation of the measures

As it explained in section G.14, due to the short time since the adoption of the new Code
of Good Governance of listed companies, and changes both at shareholder level and
governing bodies suffered by the company in the exercise time 2015, this is still in the
process of adaptation and implementation of some of the new recommendations,
including the adoption of a specific board members’ selection policy.

12
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C.1.7

C.1.8

C.1.9

Explain the way of representation on the Board of the controlling
shareholders:

Only the two major shareholders, Fomento de Construcciones y Contratas, SA (FCC) and
Inversora Carso, S.A. de C.V., holders of a total stake of 62.88% (36.88% and 26.00%,
respectively) are represented on the Board of Directors of Realia Business, SA Specifically,
FCC has appointed three proprietary directors (EAC Investment Corporate Ltd., Meliloto,
S.L. and Mr. Carlos Manuel Jarque Uribe) and Inversora Carso another one (Mr. Juan
Rodriguez Torres), representing a total of 40% of the Board of Directors.

Explain the reasons why proprietary board members have been
appointed, if any, upon request of shareholders whose shareholding is
below 5% of the capital:

Indicate if any formal request by any shareholder for the appointment of
a proprietary member has not been addressed, where such shareholder
held an interest equal to or greater than that held by other shareholders
whose requests have resulted in proprietary board members being
appointed. If any such case does exist, please explain the reasons why
such requests where not addressed:

Yes No X

Indicate if any Board Members have resigned to their position before the
end of their term, if their reasons have been explained to the Board and
by what means, and, where such resignation was in writing to the entire
Board, please include at least the reasons that such person provided:

Name of the Board member:
Mr. Rafael Montes Sanchez

Resignation reason:
At the Board meeting of February 27, 2015, Rafael Montes informed the other
directors his resignation for personal reasons.

Name of the Board member:
Inmogestion y Patrimonios, S.A.

Resignation reason:
By letter, sent to the Board on 3 June 2015, Inmogestién and Patrimonios
communicated his resignation. The reason was the sale by BFA Holding company,

13
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S.A. (Shareholder for which he had been appointed) of its stake in Realia Business,
S.A.

Name of the Board member:

Mediacién y Diagnésticos, S.A.
Resignation reason:
By letter, sent to the Board on 3 June 2015, Mediation and Diagnostics reported his
resignation. The reason was the sale by BFA Holding company, S.A. (Shareholder for
which he had been appointed) of its stake in Realia Business, S.A. Moreover, its

individual representative attended as a guest at the Board meeting dated June 22,
2015, to explain personally the reasons to the other Directors.

Name of the Board member:
Participaciones y Cartera de Inversién, S.L.

Resignation reason:

By letter, sent to the Board on 3 June 2015, Participaciones y Cartera de Inversion
reported his resignation. The reason was the sale by BFA Holding company, S.A.
(Shareholder for which he had been appointed) of its stake in Realia Business, S.A.
Moreover, its individual representative attended as a guest at the Board meeting
dated June 22, 2015, to explain personally the reasons to the other Directors.

Name of the Board member:
Mr. Ignacio Baydn Mariné

Resignation reason:
At the Board meeting of October 6, 2015, Mr. Ignacio Baydn informed the other
directors his resignation for personal reasons.

Name of the Board member:
Mr. Ifiigo Aldaz Barrera

Resignation reason:
At the Board meeting of October 6, 2015, Mr. Iliigo Aldaz informed the other
directors his resignation for personal reasons.

C.1.10 Indicate the powers, if any, delegated to or granted upon the CEO(s):
Name or corporate name of the Board member:

Mr. Gerardo Kuri Kaufmann

14
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Brief description:

. Open and close accounts.
. Have accounts.

. Domiciliary payments.

. Hire Credits and Loans.

. Credits and Loans lender.
. Endorse certifications.

. Perform income.

. Receive.

O 00 N O Ul A W N P

. To receive by registered documents.

10. Ridding and negotiate trade effects.

11. To request extracts.

12. Conform extracts.

13. Hire sureties on behalf of the principal.

14. To strengthen and guarantee to the principal and to its investees.
15. OK sign commercial paper and promissory notes.

16. Constitute and cancel deposits.

17. Pay.

18. Offer and tender.

19. Representation in tender opening.

20. Hire the execution of works, services and supplies sales.
21. Staking works.

22. Purchase and hire.

23. Water supply, electricity and telephone.

24. Insurance.

25. Licenses for foreign trade.

26. Receive correspondence.

27. Subscribe correspondence.

28. Ridding certifications.

29. Collective bargaining.

30. Industrial Relations.

31. Procedures labor.

32. Develop and parceled land plots.

33. Real rights on real estate.

34. Lease third parties’ properties.

35. Transfer properties for rent.

36. Financial and Real Estate leasing.

37. Purchase of vehicles and furniture.

38. Lease vehicles and furniture of others.

39. Transfer leased vehicles and furniture.

40. Leasing Furniture.

41. Real rights on movables.

42. Purchase credits and other intangible rights.

43. Sale of credits and other intangible rights.

44. Establish Societies.

45. Establish Temporary Business Unions and other associations.
46. Representation before governing bodies of companies and other associations.

15
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47. Representation.

48. Transaction.

49. Arbitration.

50. To empower lawyers and attorneys.
51. Accept the recognition of debt and payment in kind.
52. Attendance at meetings of creditors.
53. To urge affidavits.

54. tax returns.

55. Buy securities.

56. Sell securities.

57. Buy treasury shares.

58. Sale of treasury shares.

59. Endorse and support to others.

60. Purchase of properties.

61. Sale of real estate units.

62. Sale of property developments.

63. Replacing powers.

These powers are developed in deed authorized by the Notary of Madrid, Mr. Emilio
Recoder de Casso, on October 20, 2015, under number 2,320 of his protocol and
registered in the Commercial Register of Madrid, volume 33719, folio 142, sheet M-
197745, inscription 326th.

C.1.11 indicate, any members of the Board, if any, that hold administrative or
managerial positions in any other company that forms part of the listed
company’s group:

Name or corporate name Corporate name of the company Positi Executive
osition
of the Board Member in the group functions

) . . . Sole Director’s
Mr. Gerardo Kuri Kaufmann Realia Patrimonio, S.L.U. . Yes
Representative

. ) Director’s

Mr. Gerardo Kuri Kaufmann | As Cancelas Siglo XXI, S.L. ) No
Representative

Mr. Gerardo Kuri Kaufmann | Boane 2003, S.A.U. Director’s . No
Representative

Mr. Gerardo Kuri Kaufmann | Hermanos Revilla, S.A. Director’s . No
Representative

Mr. Gerardo Kuri Kaufmann | Planigesa, S.A. Director’s No

Representative

C.1.12 provide details, where applicable, of any board members in your
company that are known by the Company to form part of the Board of
Directors of other companies listed in official stock markets that do not
form part of your group:

Name or corporate name of the Board . .
Memb Corporate name of the listed company Position
ember

EAC Inversiones Corporativas, S.L. Cementos Portland Valderribas, S.A. Chairman

16
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EAC Inversiones Corporativas, S.L. Fomento de Construcciones y Contratas, S.A. Member
Meliloto, S.L. Cementos Portland Valderribas, S.A. Member
Mr. Carlos Manuel Jarque Uribe Cementos Portland Valderribas, S.A. Member
Mr. Gerardo Kuri Kaufmann Cementos Portland Valderribas, S.A. CEO

Mr. Juan Rodriguez Torres Cementos Portland Valderribas, S.A. Member
Mr. Gerardo Kuri Kaufmann Fomento de Construcciones y Contratas, S.A. Member
Mr. Juan Rodriguez Torres Fomento de Construcciones y Contratas, S.A. Member

C.1.13 Indicate, and where applicable explain, if the company has established
rules limiting the number of boards in which its board members may hold

office:

Yeg

No | X

C.1.14 Paragraph repealed.

C.1.15 Indicate the total remuneration of the board of directors:

on pensions (thousands of euros)

Remuneration of the board of directors (thousands of euros) 2,446
Amount of the remuneration corresponding to the benefits accrued by the current directors 7
on pensions (thousands of euros)

Amount of the remuneration corresponding to the benefits accrued by the former directors 0

C.1.16 Identify the members of upper management that are not board members,
and indicate the total remuneration earned during the fiscal year:

Name or corporate name

Position

Mr. Marcos Bada Gutiérrez

Head of Internal Audit

Mr. Agustin Gonzalez Sdnchez

Deputy Director Chief Property Officer

Ms. Ana Hernandez Gomez

Chief Development Officer

Mr. Jaime Lloréns Coello

Deputy Director Corporate Strategy and IR Director

Mr. Juan Antonio Franco Diez

Deputy Director Chief Administration and Finance Officer

Mr. José Maria Richi Alberti

Law Department Director
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Total upper management remuneration (in thousands of euros) 1,275

C.1.17 Indicate, where applicable, the identity of the Board Members who are
also members of the Board of Directors of the Companies who hold a
significant shareholding in the listed company and/or organizations in its

group:
Name or corporate name of board Corporate Name of the significant Position
member shareholder
EAC Inversiones Corporativas, S.L. Fomento de Construcciones y Contratas, S.A. | Member
Mr. Gerardo Kuri Kaufmann Fomento de Construcciones y Contratas, S.A. | Member
Mr. Juan Rodriguez Torres Fomento de Construcciones y Contratas, S.A. | Member

Provide details, where applicable, of any relevant relationships involving
Board Members other than those indicated in the table above, with
significant shareholders and/or companies in their group:

C.1.18 Indicate if any modification has been made to the Board’s regulations
during the Fiscal Year:

Yes No

Modification description

The Board of Directors of Realia, at its meeting on May 11, 2015, approved the
amendments to the Rules of the Board of Directors proposed by the Audit and Control
Committee at its meeting on the same date.

The regulation modification was justified by the convenience of the previous regulatory
adaptation to changes in the Companies Act Capital (LSC) introduced by Law 31/2014, of
December 3, text laying amending the Companies Act capital to improve corporate
governance (Law 31/2014) and the Law 5/2015, of April 27, promotion of corporate
finance (Law 5/2015), as well as modifications Statutes that they would submit to the
approval of the General Meeting. Additionally, it is intended to incorporate certain
technical improvements in the Regulation to improve its wording easier to understand,
adapt the text to the changes on the occasion of the Law 31/2014 or simply to suit the
practice of the Company.

The amendments carried out were as follows:

Article 6: modified to adapt its wording to Article 529.duodecies new LSC.

Article 7: modified to adapt its wording to the new articles and 529.ter 249.bis LSC, and to
include in the Catalog of powers to issue and admit to trading non-convertible debentures,
in accordance with Law 5/2015.
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Article 8: The last sentence of paragraph 5 of Article was removed because its content is
already regulated by the LSC (new wording of Article 160). Previously it was a standard of
good governance, so it was convenient to collect specifically in the Regulation that the
Company submitted to it.

Article 11: The Law 31/2014 repealed sections 61.bis and 61.ter of the Securities Market
Law. The content of these articles now governed by Articles 540 and 541 LSC. Therefore,
paragraphs d) were modified and e) the second paragraph Article 112 to translate into the
same references to the correct law.

Article 13: The amendment of this article the term adjusted with shareholders to request
information, clarifications or ask questions to the Company on the occasion of the
convening of the General Meeting, the period covered by the new wording of Article 520
LSC.

Article 17: The new wording of Article 6 was necessary to correct the reference to it is
done in article 17.

Article 18: was modified to adapt the maximum duration term of office of directors to the
provisions of the new Article 529.undecies LSC.

Article 22, Article 23, Article 24 and Article 25.- With the amendment of these articles
content harmonized with the redrafting of Articles 225 to 229 LSC. Furthermore, in Article
25, the removal of references to the Commission Related-Party Transactions was due to
the elimination of that committee, since the modification of the LSC has included among
the duties of the Audit Committee, the information concerning previous agreement of the
Board of transactions with related parties.

Article 32, Article 34 and Article 35 °: Changing these items adapted its content to the new
wording of Articles 217 to 219, as well as new items 529.sexdecies to 529.novodecies and
541 LSC.

Article 36: The amendment adapted the writing of this article to the new wording of
Article 236 LSC.

Article 37: The amendment adapted the writing of this article to the drafting of the new
articles and 529.sexies 529.septies LSC.

Article 39: The amendment adapted the wording of this article to the new wording of
Article LSC 529.octies.

Article 41: The amendment a dual purpose was achieved. On the one hand, regulate the
minimum frequency of meetings Board of Directors to adapt its wording to the wording of
the new paragraph 3 of Article 245 LSC. On the other side, align its content with the new
wording of the Bylaws.

Article 42: Reference to Related Party Transactions Committee was removed for the
reasons already explained in the amendment of article 25 LSC.

Article 43: The amendment of paragraph 1 adapted its content to the new Article 529.ter
LSC. The amendment to paragraph 3 is intended to contemplate the possibility, if required
by the corporate interest, to reduce the number of its members to three. And finally, the
amendment of paragraphs 7 and 10 adapted to the drafting of the regulatory practice of
the Company text.

Article 44: The amendment of this article was adapted its content to the new article
529.quaterdecies LSC. The modification of paragraph 8 was intended to reduce the
administrative burden of the Company to make it operational in practice.

Article 45: The amendment of this article adapted its content to the new Article
529.quindecies LSC. The amendment to paragraph 9 reduce administrative burdens
pursued Society to make it operational in practice.

Article 46: The Related Party Transactions Committee was removed for the reasons
already explained in the amendment of Article 25 LSC.
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The revised text of the Regulations of the Board of Directors with the new wording of the
amended articles was communicated to the Comisidn Nacional del Mercado de Valores by
Relevant No. 228621, on September 23, 2015.

Indicate the procedures used for the selection, appointment, re-election,
appraisal and removal of Board Members. Provide details of competent
bodies, and the processes and criteria applicable to each of the
procedures:

Selection of Board Members:

It corresponds to the Appointments and Remuneration assess the skills, knowledge and
experience on the Board, define the roles and capabilities required of the candidates to fill
each vacancy, and decide the time and dedication necessary for them to perform its

mission effectively.

Appointment of Board Members:

In accordance with the provisions of article 16 of the Board of Directors Rules, proposed
appointments for Board Members submitted by the Board to the consideration of the
General Shareholders’ Meeting and the appointment decisions adopted by that body
based on the co-optation powers that it legally possesses should involve well-known,
creditworthy, technically competent and experienced people, upon prior report issued by
the Appointments and Compensation Committee in the case of both executive and
proprietary members, and it should propose appointments in the case of independent
Board Members.

Board Members involved in appointment proposals, re-election or resignation, shall not
participate in the deliberations and votes in which they are involved.

Re-election of Board Members:

Board members shall perform their duties during the period fixed in the Articles of
Association, i.e. for a period of four (4) years, with the possibility of being re-elected on
one or more occasions for periods of the same length (article 22 of the Articles of
Association). Nevertheless, in accordance with article 17 of the Board Rules, prior to any
re-election of Board Members submitted to the General Meeting, the Appointments and
Remuneration Committee shall issue a report assessing the quality of work and dedication

to the position of the Board Members proposed during the previous term of office.

Appraisal of Board Members:

It corresponds to the Appointments and Remuneration Committee evaluating the skills,
knowledge and experience on the Board, defining the roles and capabilities required of the
candidates to fill each vacancy, and decide the time and dedication necessary for them to
perform their duties.

In addition, the Board will dedicate the first of its annual sessions to assess their own
performance during the previous year, from the report submitted by the Appointments
and Remuneration Committee. In this evaluation will be assessed the quality of its work,
the effectiveness of their rules will be evaluated and, where appropriate, those aspects
which have been shown little functional will be corrected. In addition, the Board will
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assess the performance of their duties by the Chairman of the Board and the Chief
Executive of the company, based on the report submitted by the Appointments and
Remuneration Committee; and also the functioning of the Executive Committee, the
Nomination and Remuneration Committee and the Audit Committee and Control, based
on their report.

Removal of Board Members:

Board Members will cease to perform their duties once the period for which they were
appointed has terminated or when the General Shareholders’ Meeting so decides, by
virtue of the powers it has been granted by the law and the Company’s Bylaws. The Board
of Directors may not propose the removal of any independent Board Member before
expiration of the term of office for which they have been appointed, except for reasonable
cause in the opinion of the Board and upon prior consideration of the Appointments and
Compensation Committee. In particular, there will be reasonable cause when a Board
Member has failed to meet the responsibilities inherent in the position or incurred any of
the circumstances that would have prevented their appointment as an independent Board
Member. The removal of independent Board Members may also be proposed as a result of
takeover bids, mergers or other similar corporate deals that result in a change in the
capital structure of the company where such changes in the Board’s structure are brought
about by proportionality criteria applicable to proprietary and independent Board
Members in accordance with the capital represented in the Board.

When, either through resignation or by any other reason, a Board Member ceases to
perform its duties before expiration of its term of office, said person should explain their
reasons for so doing in a letter to be sent to all of the members of the Board.

Explain how far the annual evaluation of the board has led to significant
changes in its internal organization and the procedures applicable to its
activities:

Describe modifications

Self-assessment has not led to significant changes in its internal organization and the
procedures applicable to its activities.

In the current composition of the Board, in which there are three vacancies, a large
majority of its members (six of seven) are external; two are independent, and only one is
executive. Given the shareholding structure of the company, it is considered that its
current composition is quite reasonable.

Independent directors should meet the requirement of fulfilling their duties without being
influenced by relations with the Company, its significant shareholders or managers.
Proprietary directors meet the requirement of representing significant shareholders. And
the executive director meets the requirement to perform functions as High Company
management.

Therefore, the Board of Directors meets the requirements of composition and
qualifications established in their own Regulation, considering these appropriate and best
practices for the effective and diligent performance of their duties.

The Directors have fulfilled the duties imposed by law, the Statutes and Regulations of the
Company, faithfully with the corporate interests. In carrying out its functions each and
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every one of the members of the Board have acted with the diligence of an orderly
businessman and loyalty of a faithful representative, acting in good faith and in the best
interest of the society.

The result of the evaluation is that during the year 2015 the Board has carried out its
duties with unity of purpose and independent judgment, affording equal treatment to all
shareholders and be guided by the interest of the company, understood as maximizing
steadily, the economic value of the society. It has also ensured so that, in its relations with
the various stakeholders, the company respects the laws and regulations; meets good

faith their obligations and contracts; respects the customs and good practices of the
sectors and territories where it does business; and observes the principles of social
responsibility that it has voluntarily accepted.

According to the above, it can be said that the Board is organized and operates in an
appropriate and efficient manner, based at all times with the criteria established in the
Constitution and in its own Regulations; assumes and responsibly performs the functions
and powers attributed in these standards, attending diligently and efficiently the affairs of
the Company that require constant attention and monitoring.

C.1.20 bis Describe the assessment process and evaluated areas made by the
board, if necessary, by an external consultant, respect for diversity in its
composition and powers, operation and composition of its committees,
the performance management chairman and chief executive of the
company and the performance and contribution of each director.

Performance evaluation of the Board has been conducted through a formal process of
evaluation of many aspects that influence the effectiveness and quality of actions and
decisions taken by the Board of Directors, as well as the contribution of its members to the
performance of their functions. On the other hand, in this assessment were taken into
account, as is logical, RCA and ES of the Company.

In preparing the Report have been involved and actively each and every one of the
members of the Appointments and Remuneration Committee, under the direction and
coordination of its President, taking into account the comments, ratings, opinions and
suggestions poured in this process for all of them.

In the evaluation, which was carried out from the report issued by the Appointments and
Remuneration Committee has been analyzed the functions and powers of the Board of
Directors, its current composition and the changes undergone during exercise, the
operation and the actions carried out by that body.

The findings of this assessment are collected in the previous section C.1.20.

Similarly, the Board of Directors has evaluated the functioning of the Executive
Committee, the Appointments and Remuneration Committee and the Audit and Control
Committee, based in the report from each elevated to the Board.

It has also assessed the performance of its duties by the Chairman of the Board of
Directors and the CEO of the company, based in the reports issued by the Appointments
and Remuneration Committee.

Respect of the three Committees of the Board, we have analyzed the roles and
responsibilities of each, its current composition and the changes that have suffered during
exercise, its performance and actions taken by such bodies. Regarding the Chairman of
Board of Directors and the CEO of the company, its functions have been evaluated, the
occupation of both positions during the year and the actions carried out by them.
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This assessment is concluded, in summary, that those committees assume and responsibly
perform the functions and powers delegated to them by the Board of Directors, serving
diligently and efficiently the affairs of the Company that require constant attention and
monitoring. Regarding the Chairman of Board of Directors and the CEO of the company, it
is concluded, in summary, that have complied with their duties as holders of such
positions, according to the principles of good corporate governance contained in the
Statutes and Regulations of the Board of Directors.

C.1.20 ter Breakdown, if any, business relationships that the consultant or any

C.1.21

company in its group have with the company or any other company in its
group.

There is no external consultant.

Indicate the circumstances in which Board Members are obliged to resign:

Section 2, article 20 of the Board of Directors Rules establishes that Board Members
should offer their resignation to the Board and, formalize their resignation when deemed
appropriate, as per the following cases:

a. Where Executive Board Members cease to hold a post, position or perform functions
associated to their appointment as Executive Board Members.

b. With respect to Proprietary Board Members, when the shareholder whose interest
that Member represents transfers the entirety or reduces, by the relevant proportion,
their shareholding in the Company.

¢.  When a Board Member incurs any of the stipulated incompatibility cases or exceeds
legal limits.

d. When the Board itself so requests, by a majority of at least two thirds of its members,
in the following cases:

(i) If, having infringed their obligations as a Board Member, they have been
severely reprimanded by the Board, following a proposal or report from the
Appointments and Compensation Committee; or

(ii) When their continued presence on the Board may put the Company at stake.

In any event, pursuant to article 29.2 of the Rules, if a board member is prosecuted or oral
proceedings are opened against him for any of the offences stipulated in article 213 of the
Capital Corporations Act, the Board shall examine the case as soon as possible and, in the
light of the specific circumstances, shall decide whether the board member should
continue in office or not. The Board shall give a reasoned account of all such events in the
Annual Corporate Governance Report.

23



REZLLIA

ACGR Annual Corporate Governance Report 2015

C.1.22

C.1.23

C.1.24

C.1.25

C.1.26

C.1.27

C.1.28

Paragraph repealed.

Are super majorities, other than those established by law, required in any
sorts of decision?

Yeg No X

Where applicable, describe differences:

Explain whether there is any specific requirement other than those
covering Board Members to be named Chairman of the Board.

Yeg No X

Indicate whether the Chairman has the casting vote:

Yeg No X

Indicate whether the bylaws or the Board of Directors Rules establish any
age limit for Board Members:

Yeg No X

Indicate whether the bylaws or the Board of Directors Rules set a limited
term of office for independent Board Members, that established in the
regulations:

Yes No X

Indicate whether the bylaws or rules of the Board of Directors specific
rules for proxy voting at the board, how to do it and, in particular, the
maximum number of delegations that may have a member, and if it has
established any limitation related to the categories in which it is possible
to delegate, beyond the limitations imposed by legislation. If applicable,
detail these rules briefly:

Attend personally those meetings of the organs of which they are part of, it is one of the
main duties of directors. Nevertheless, in the event of being unable to attend a meeting
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for inexcusable causes, may delegate their representation to another Director, in writing

to the Chairman of the Board of Directors. In any case, non-executive directors may only

delegate their vote to another non-executive director.

C.1.29 Indicate the number of Board meetings held during the fiscal year.

Furthermore, indicate, where appropriate, how many times the Board has

met without its Chairman. In computing shall be considered attendances

the representations made with specific instructions:

Number of Board meetings

11

Number of Board meeting where Chairman was not present

If the Chairman is an executive member, indicate the number of meetings

held, without presence or representation of none executive members and

under the presidency of the coordinating director.

Number of meetings

Indicate the number of meetings held during the fiscal year by the

different committees:

Committee Number of meetings
Executive Committee 4
Audit and Control Committee 9
Nominations and Retribution Committee 6

C.1.30 Indicate the number of Board meetings held during the fiscal year where

all members were present. The calculation considers representations

where specific instructions were given:

Number of meetings with all Members’ attendance

% of attendances over the total votes during the year

75.45

C.1.31 Indicate whether the individual and consolidated financial statements

presented to the Board for its approval were previously certified:

Yeg

X

No

Indicate, where applicable, the person(s) who certified the Companies’

individual or consolidated financial statements to be prepared by the

Board:
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Name Position

Mr. Ignacio Bayon Mariné

Executive Chairman

Mr. Juan Antonio Franco Diez

Deputy Managing Administration and Finance
Director

C.1.32 Explain the mechanism in place, if any, established by the Board of

Directors to prevent the individual and consolidated financial statement it
has prepared from being presented to the General Shareholders’ Meeting
with a qualified auditor’s opinion.

In accordance with article 44.4.a.i of the Rules of the Board of Directors, one of the duties
of the Audit and Control Committee is to supervise the preparation process and
presentation of the financial information relating to the Company and the Group, checking
that it complies with the regulatory requirements, the appropriate definition of the scope
of consolidation and the correct application of the accounting criteria. According with
section c of the same article 44.4 the Audit and Control Committee is also responsible for
supervising the preparation process of both the individual and consolidated Financial
Statements and Management Report, their preparation by the Board in accordance with
the Law, and for reporting the Board of Directors, the accuracy and reliability of both the
individual and consolidated Financial Statements and Management Report, and financial
information for the year released to the markets.

Furthermore, according with section 3 of the article 15 of the Rules of the Board of
Directors, this Board should aim to draft the accounts in such a way that the auditor is not
required to qualify its report. Nevertheless, when the Board believes that it should
maintain its criteria, the Chairman of the Audit Committee, and the auditors, shall have to
explain the content and the scope of the aforementioned qualifications to shareholders.

C.1.33 Is the Secretary to the Board also a Board Member?

Yeg No X

If the Secretary is not a board member, complete this information:

Name or corporate name of the secretary

Representative

Mr. Jesus Rodrigo Fernandez

Executive Chairman

C.1.34 Paragraph repealed.

C.1.35 Indicate, where applicable, the mechanisms established by the Company

to preserve the independence of the external auditors, financial analysts,
investment banks and rating agencies.
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The Audit and Control Committee is responsible for ensuring independence of the external
auditor. Those mechanisms are covered in article 44 of the Board of Directors Regulations
with reference to the Audit and Control Committee, in which, with respect the external
auditor and so as to ensure his independence:

- Will request annually from the Corporation’s account auditors written
confirmation of their independence from the corporation or corporations directly
or indirectly related to it, as well as information on additional services of any kind
rendered to by said auditors or individuals or corporations related to them,
according to the provisions of the Account Auditing Act.

- The Company will communicate, as relevant information, any change of external
auditor to the CNMV, and will accompany such communication with a statement
on potential disagreements with the outgoing auditor and the nature of such
disagreement, if any.

- In case the external auditor resigns, the Committee shall examine the
circumstances that have led to such resignation.

Furthermore, this Committee must issue annually, before the account auditing report is
issued, a report including an opinion on the independence of account auditors. At any
rate, this report should issue an opinion on the provision of additional services of any kind
rendered to the Corporation or companies directly or indirectly related to it, by the auditor
or individuals or corporations related to him, according to the provisions of the Account
Auditing Act.

Similarly, this Committee is responsible for:

- Supervise the preparation process and integrity of the financial information on
the company and the group, according to the law, for its formulation by the
Board;

- Inform the Board, for the formulation according to the law, about correctness and
reliability of the individual and consolidated financial statements, and
Management Reports, and the periodic information released to the markets.

- Ensure the independence and efficiency of the internal audit function;

- Inform the Board, previously to the adoption of the decisions, of the public
financial information which the company has to report periodically on account of
its listing.

For the best performance of its duties, the Audit and Control Committee may retain the
advice of external professionals.

C.1.36 Indicate if the Company has changed external auditor during the fiscal
year. If so, please identify both the incoming and outgoing auditor.
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Yeg

No | X

In such case as disagreements exist with the outgoing auditor, please

explain their contents:

Yeg

No | X

C.1.37 indicate if the auditors undertake work for the Company and/or Group,

other than audit engagements and, if so, indicate the amount of the fees

received for said work and the percentage it represents from the total

fees billed to the Company and/or its Group:

Total amount billed by auditors (%)

Yeg X No
Company Group Total
Amount for work performed other than audit engagements 185 8 193
(thousands of euros)
Amount for work performed other than audit engagements / 68.50 9.00 53.80

C.1.38 Indicate whether the auditor's report accompanying the Financial

C.1.39

Statements for the previous fiscal year includes a qualified opinion. If so,

please indicate the reasons given by the Chairman of the Audit

Committee to explain the content and the scope of such reservations or

exceptions.

Yeg

Indicate the number of years that the current auditor has been auditing

the Company and/or Group's financial statements. Also, indicate the

proportion that the number of years audited by the current auditors

represents as a percentage of the total number of years that financial

statements have been audited:

has been audited (in %)

Company Group
Number of running years 13 13
No. of years audited by the current auditors / No. of years that the company
86.67 86.67
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Indicate and, where applicable, describe whether a procedure exists so
that Board Members can receive external advice.

Yeg X No

Description the procedure

C.141

The procedure is included in article 31 of the Board of Directors Rules, as follows:

1. With the aim of providing External Board Members with assistance in
performing their duties, they may seek the advice of legal, accounting and
financial advisers or other experts, to be paid for by REALIA.

Such assignments of tasks should be focused on specific prominent and complex
problems they encounter when performing their functions.

2. Requests to hire external advisers or experts should be addressed to the
Chairman of REALIA and be authorized by the Board of Directors if it considers
that:

a. it is necessary for the appropriate performance of the functions assigned to
Independent Board Members;

b. the cost involved is reasonable vis-a-vis the importance of the problem and
the assets and turnover of REALIA; and

c. the expert assistance request cannot adequately be provided by REALIA’s
experts or technicians.

3. Where expert assistance is requested by any of the Board’s committees, it may
not be denied, unless the Board resolves, by majority vote, that the conditions
established in section 2 of this article are not met.

Indicate, and where applicable, describe whether a procedure exists
whereby Board Members can receive the necessary information to
prepare meetings in administrative bodies with sufficient time:

Yed X No

Description the procedure

Article 41 of Board Regulation provides that, in connection with the convening of such a
body, taking care that these calls are made in advance of not less than ten days. Along
with the announcement of each meeting always include the agenda of the meeting and
relevant documentation for Board members to form their own opinion and, where
appropriate, to cast their vote in relation to the matters under consideration.

In addition, the same article provides that where the request of the Directors points to be
included in the agenda, the Directors which would have required the inclusion shall either
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C.1.42

submit the application along with the relevant documentation, well identify it, in order
that it be sent to other members of the Board.

Similarly, Article 23 of the Bylaws provides that among the duties of the President is that
of ensuring that the directors receive in advance sufficient information to discuss the
items on the agenda; and between the Secretary, to assist the President for fulfillment of

that function.

Indicate, and where applicable, explain if the Company has established
rules that oblige Board Members to inform and, where applicable,
resigned in such circumstances that may be prejudicial to the company
and its reputation:

Yed X No

Explain the rules

C.1.43

Article 20.2 of the Board of Directors Rules establishes that Board Members
should offer their resignation to the Board and, formalize their resignation when
deemed appropriate, as per the following cases:

(...)
(ii) Where their continued presence on the Board may put the Company at stake.

Similarly, in accordance with article 29 section 2 of the Rules, on the duty of board
members to provide information, the latter shall be required to provide
information on any criminal proceedings in which they are involved as accused, as
well as their subsequent procedural vicissitudes. If a board member is prosecuted
or oral proceedings are opened against him for any of the offences provided for in
article 124 of the Limited Companies Act, the Board shall examine the case as
soon as possible and, in the light of the specific circumstances, shall decide
whether the board member should continue in office or not. The Board shall give
a reasoned account of all such events in the Annual Corporate Governance Report.

Please indicate if any member of the Board of Directors has reported to
the Company that he has been indicted or a trial process has been opened
against him for any of the crimes referred to in article 213 of the CCA
(Capital Companies Act):

Yeg No X

Indicate whether the Board of Directors has analyzed the case. If so,
please provide the rationale for the decision on whether or not the Board
Member has remained in his position or, whether applicable, expose the
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C.1.44

C.1.45

actions taken by the board until the date of this report or it intends to
make.

Yeg No X

Detail significant agreements entered into by the company and which
come into force, be amended or terminate in the event of control of the
company following a takeover bid, and its effects.

Do not exist.

Identify in aggregate and specify, in detail, the agreements between the
company and its directors and executives or employees providing for
compensation, indemnity or shield, if they resign or are dismissed
without valid reason or if the contractual relationship is to an end during
a takeover bid or other operations.

Number of beneficiaries: 3
Kind of beneficiary: Several members of the Directors Committee.

Description of agreement: Of the three (3) contracts, it is provided a
compensation for workers of forty-five (45) days per year worked, with a
minimum of 24 and a maximum of 42 months, with regardless of what the
applicable laws at all times. Nevertheless, in only one of these three cases, given
his time in the company, a possible compensation would exceed the maximum
legal.

Indicate if the company or group companies should be notified of or
approve those contracts.

Board of Directors General Shareholders’ Meeting
Clauses approved by YES NO
Yes No
Has the General Shareholders’ Meeting been informed of the clauses? X

C.2

Board of Directors' Committees

c.21

Provide details of the Board of Directors' Committees, their members and
the proportion of proprietary and independent directors within them:
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DELEGATED EXECUTIVE COMMITTEE

Name Position Status
Mr. Juan Rodriguez Torres Chairman | Proprietary
Mr. Gerardo Kuri Kaufmann Member Executive
E.A.C. Inversiones Corporativas, S.L. Member Proprietary
Inmogestion y Patrimonios, S.A. Member Proprietary
Meliloto, S.L. Member Proprietary
Vacant Member Proprietary

% of executive members 20%
% of proprietary members 80%
% of independent members 0%
% of other external members 0%

Explain the functions assigned to this committee, describe the procedures
and rules of organization and operation thereof and summarize their
most important performances during the year.

The Board may permanently delegate to the Executive Committee all the powers vested in
the Board of Directors, except those whose competence has reserved to the Board by the
Law or the Regulations of the Board of Directors. The Executive Committee shall consist of
a minimum of five (5) and a maximum of (10) members, including the President, all of
them members of the Board of Directors.

In general, it is responsible for monitoring and supervising day management of the
Company that require continued attention and, if necessary, a quick and diligent
adaptation, as well as those matters that may influence the positioning and projection
future of the Company and its Group in the market.

In particular, according to the provisions of Article 43.1 of the Regulations of the Board of
Directors, it is responsible for deciding on investments, disinvestments, credits, loans,
endorsements or guarantee or any other financial facility, that the amount does not
exceed eighteen million euros.

The Executive Committee shall meet whenever required by social interests, as often as
called by its Chairman, or, if applicable, Vice who replace him, and may attend its
meetings, to be heard, anyone, whether or not foreign to the society, to be convened for
that purpose by agreement of the Commission or the Chairman thereof, for purposes to
be determined, because the reason of the case in question.

The Executive Committee shall be convened by the Chairman at his own initiative, and
where necessary, at the request of at least two of the components.

The notices will be made by letter, e-mail, telegram, or fax that justifies the receipt by the
member called with a minimum of 24 hours. Along with the announcement of each
meeting, the members of the Executive Committee will be forwarded the relevant
documentation so they can form their opinion and vote.
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It will be President and Secretary of the Commission the Chairman and Secretary,
respectively, of the Board of Directors. In the absence of the Chairman of the Executive
Committee, his functions shall be exercised by the member elected for this purpose.

The Executive Committee will be validly constituted with the attendance, either present or
represented, of at least most of its members; and shall adopt resolutions by an absolute
majority. Members of the Commission may delegate their representation to another
member, but no member may assume more than two representations, besides their own.
The resolutions of the Commission are carried in a minute book, which will be signed, for
each of them, by the President and the Secretary or, where appropriate, by those who
have played these roles at the meeting in question.

As for his actions during the year, the Executive Committee has held four (4) meetings in
2015, in the months of January, July, November and December. At its meetings the
Commission has addressed related matters with its various areas of competence,
although, due to the lower activity of the company during the year 2015, the activity of
this commission was slightly reduced. Nevertheless, the actions carried out have been the
following:

1. Self-evaluation. At the first meeting for the year 2015, the Commission assessed its own
performance during the year 2014, analyzing the various issues addressed in the meetings
and other circumstances relating to their activities, all in accordance with the provisions of
Article 41.62 RCA.

2. Control of the resolutions of the Commission. The Commission, at its meetings in
January and July, conducted regular monitoring of the agreements reached in the previous
year and during the current year, respectively, in order to check the degree of compliance
with them and adopt, where appropriate, the necessary measures.

3. Taking position on the resolutions to be referred to the Board. The President of the
Commission, in each of the meetings of the same, informed the members about the
progress of the society as well as on matters to be discussed at the next session of the
Board in order to adopt a position on the possible resolutions to be taken.

Indicate whether the delegate or executive composition reflects the
participation on the Board of the different directors according to their
category:

Yes No X

If not, explain the composition of the Executive or Delegated Committee

Given vacancies there are in the Board (3 vacancies) and the Executive Committee (one
vacancy), the composition of this last is 20% of executive directors and 60% of proprietary
directors, while the composition of the Board is 10% of executive directors, 40% of

proprietary directors and 20% of independent directors.

AUDIT COMMITTEE

Name Position Status
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Ms. Maria Antonia Linares Liébana Chairman Independent
Ms. Carmen Iglesias Cano Member Independent
Mr. Juan Rodriguez Torres Member Proprietary
% of proprietary members 33.33%
% of independent members 66.67%
% of other external members 0.00%

Explain the functions assigned to this committee, describe the procedures
and rules of organization and operation thereof and summarize their
most important performances during the year.

The Company shall have an Audit and Control Committee, composed of a minimum of
three and a maximum of six Directors appointed by the Board of Directors for a period not
exceeding his mandate as Directors and without prejudice to be re-elected indefinitely, to
the extent that they were also Directors. The Committee shall consist exclusively of non-
executive directors, two (2) of which at least must be independent directors and one (1) of
them shall be appointed, taking into account their knowledge and experience in
accounting, auditing or both.

The Committee shall elect from among its independent directors a Chairman and may also

elect a Vice President. The term of office may not exceed four years or their terms of

office as members of the Committee and may be reappointed once after at least one year
from ceasing.

It will act as Secretary, Deputy Secretary and, if applicable, the person, without specifying

the quality of Director, appointed by the Committee.

Committee members may be assisted in its sessions for people with the quality of

advisors, and up to two for each of these members, they consider appropriate. These

advisers will attend the meetings with voice but no vote.

The primary function of the Committee is to support the Board in its supervisory duties by

periodically reviewing the process of drafting the economic and financial information, the

internal audit function and independence of the external Auditor. It shall also oversee the
internal audit, which will ensure the proper functioning of information systems and
internal control.

Its competences are those indicated below. They are developed in the Article 44 of the

Board Regulation:

1. Inform the General Meeting of Shareholders on questions raised by shareholders on
matters within its competence.

2. Monitor the effectiveness of internal control of the Company, internal audit and risk
management systems, including prosecutors, as well as discuss with the auditors the
significant weaknesses of internal control system detected during the audit.

3. Supervise the process for preparation and presentation of the required financial
information.

4. Submit to the Board proposals for selection, appointment, reappointment and
removal of the external auditor of the Company and the terms of engagement and

34



REALLIA ACGR Annual Corporate Governance Report 2015

gather regularly from him information about the audit plan and its execution while
preserving its independence in the exercise of their functions.

5. Establish appropriate relations with the external auditor to receive information on
any issues that may jeopardize their independence, for consideration by the
Committee, as well as any other issues with the development process of the audit and
few communications regarding legislation providing auditing and technical auditing
standards. Receive annually from the external auditors of the Company the
declaration of its independence from the entity or entities related to it directly or
indirectly, as well as information on additional services of any rendered class and the
fees received from these entities by the external auditor or by persons or entities
linked to this in accordance with the provisions of the legislation audit of financial
statements.

(The information related to the Commission is completed in the attached document,
section H.1)

Identify the member of the audit committee has been appointed
considering their knowledge and experience in accounting, auditing or
both and report on the number of years that the President of this
committee has been in office counselor.

Name of the experienced member Mr. Juan Rodriguez Torres
Number of years of the Chairman in the position 3

APPOINTMENTS AND COMPENSATION COMMITTEE

Name Position Status
Ms. Maria Antonia Linares Liébana Chairman Independent
Ms. Carmen Iglesias Cano Member Independent
Mr. Juan Rodriguez Torres Member Proprietary
E.A.C. Inversiones Corporativas, S.L. Member Proprietary
Meliloto, S.L. Member Proprietary
% of proprietary members 60%
% of independent members 40%
% of other external members 0%

Explain the functions assigned to this committee, describe the procedures
and rules of organization and operation thereof and summarize their
most important performances during the year.
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The Company shall have a Nomination and Remuneration Committee, composed of a
minimum of three and a maximum of six Directors appointed by the Board of Directors for
a period not exceeding his mandate as Directors and without prejudice to be reelected
indefinitely, to the extent that they were also so as Directors. The Committee shall be
composed exclusively of non-executive directors, two of whom, at least, must be
independent and be elected taking into account their knowledge, skills and experience.
The Committee shall elect from among its independent directors a Chairman and may also
elect a Vice President. It will act as Secretary, Deputy Secretary and, if applicable, the
person, without specifying the quality of Director, appointed by the Committee.

Its competences are those indicated below. They are developed in Article 45 of the Board

Regulations:

1. Evaluate the skills, knowledge and experience on the Board of Directors. For this
purpose, define the roles and capabilities required of the candidates to fill each
vacancy and evaluate the time and dedication necessary for them to effectively
perform their duties.

2. Set a goal of representation for sex less represented in the Board of Directors and
develop guidance on how to achieve that objective.

3. Submit to the Board of Directors the proposals for appointment of independent
directors to be appointed by interim basis or for submission to the decision of the
General Meeting, as well as proposals for re-election or removal of such directors by
the General Meeting.

4. Report on proposals for appointment of the remaining directors to be appointed by
interim basis or for submission to the decision of the General Meeting, as well as
proposals for re-election or removal by the General Shareholders' Meeting.

5. Report on proposals for appointment and removal of senior managers and the basic
terms of their contracts.

6. Examine and organize the succession of the Chairman of the Board and Chief
Executive of the Company and, where appropriate, make proposals to the Board for
such succession occurs in an orderly and planned way.

7. Propose to the Board the remuneration policy for directors and general managers or
those who develop their senior management duties reporting directly to the Board of
the Executive Committee or CEOs, if any, as well as individual remuneration and other
contractual conditions of the executive’s directors, ensuring compliance.

Members of the Appointments and Remuneration Committee may be assisted during

their meetings, by people who, with the quality of advisors and up to two for each

member of the Committee, consider appropriate. These advisers will attend the meetings
with voice but no vote.

For the best performance of its duties the Nomination and Remuneration Committee may

seek the advice of outside professionals.

The Commission shall meet at intervals to be determined and whenever convened by the

Chairman or requested by two of its members. Annually, the Commission will prepare an

action plan for the fiscal year to apprise the Board.

He is obliged to attend meetings of the Commission and to provide help and access to

information available to any member of the management team and staff REALIA Group

may be required for this purpose.

The Appointments and Remuneration Committee shall have access to the information

necessary for the performance of its functions.

The Appointments and Remuneration Committee shall consult the Executive Chairman of

the company, especially on matters relating to executive directors and senior managers.

36



REALIA

ACGR Annual Corporate Governance Report 2015

Any director may request the Appointments and Remuneration Committee to take into
consideration if it finds them suitable, potential candidates to fill vacancies.

The President of the Committee will report on the first full meeting of the Committee of
its activity and accountable for the work done Board. Each year the Committee will submit
a report to the Board on its operation.

(The information is completed to the Committee in the attached document, section H.1)

C.2.2 Complete the following table with information on the number of female
directors that integrate the committees of the board during the last four
years:

Number of female directors
Year 2014 Year 2013 Year 2012 Year 2011
No % No % No % No %
Executive Committee 2 40.00 2 25.00 2 25.00 2 25.00

Audit Committee

2 66.67 3 50.00 3 50.00 3 50.00

Appointments an Compensation

4 80.00 3 50.00 3 50.00 3 50.00

Committee
C.2.3 Paragraph repealed.
C.2.4 Paragraph repealed.
C.2.5 Indicate, where applicable, the existence of regulations covering the

Board's committees, where they can be consulted, and any modifications
that have been made to them over the fiscal year. Also, indicate if any
voluntary annual reports have been prepared on the committees’
activities.

EXECUTIVE COMMITTEE:

The Executive Committee is regulated in art. 432 of the Board Regulations and art. 25th of
the Bylaws. Both documents can be consulted on the website of the company
(www.realia.es). The art. 432 was modified by the Board of Directors at its meeting held on
May 11, 2015 in order to (i) adapt its content to the new art. 529.ter LSC, (ii) consider the
option, if required by the corporate interest, to reduce the number of its members to
three, and (iii) adapt the wording of the regulation to the practice of the Company
practice.

On conformity with the expressed in the article. 41.62 of the Board Regulations on January
18 2016, the Board assessed the functioning of the Executive Committee during the year
2015, from the report that the Commission had raised him.

Conclusions: The Executive Committee assumes and responsibly performs the functions
and powers that are delegated by the Board, serving diligently and efficiently the affairs of

the Company that require attention and constant monitoring.
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AUDIT COMMITTEE:

The Audit and Control Committee is regulated in art. 44th of the Board Regulations in the
art. 27 of the Statutes and Title VIII of the Rules of Conduct. These documents can be
consulted on the website of the company (www.realia.es). The art. 442 of the Regulation
was amended by the Board at its meeting on 11 May 2015 to adapt its content to the new
art. 529.quaterdecies LSC, and to reduce the administrative burdens of the Company to
make it operational in practice. For its part, art. 27 of the Statutes was amended by the
General Meeting on 22 June 2015, with the same purpose as Regulation.

In accordance with the provisions of art. 41.62 of the Board Regulations on 18 January
2016 the Board assessed the functioning of the Audit and Control Committee in the year
2015 from the report that the committee had raised to it.

Conclusions: The Committee has been in permanent contact with the head of internal
audit and external auditors on the occasion of the issuance of its quarterly and annual
reports, and can therefore check the quality and transparency of financial information
provided to markets and the effectiveness of internal control systems and risk
management. In summary, one can say that the Committee assumes and responsibly
performs the functions and powers that are delegated by the Board, serving diligently and
efficiently the affairs of the Company that require constant attention and monitoring.

APPOINTMENTS AND REMUNERATION COMMITTEE:

The Appointments and Remuneration Committee is regulated in art. 45 of the Board
Regulations and art. 282 of the Statutes. These OCUMENTS can be consulted on the
website of the company (www.realia.es). The art. 45 of the Regulation was amended by
the Board at its meeting on 11 May 2015 to adapt its content to the new art.
529.quindecies LSC and reduce the administrative burdens of the Company to make it
operational in practice.

The content of the art. 282 of the Statutes, exclusively dedicated to this Commission was
approved by the General Meeting dated June 22, 2015.

In accordance with the provisions of art. 41.62 of the Board Regulations on 18 January
2016 the Board assessed the performance of the Appointments and Remuneration
Committee during the year 2015, from the report that the Commission had raised to it.
Conclusions: The Commission plays and responsibly assume the functions and powers that
are delegated by the Board, serving diligently and efficiently the affairs of the Company
that require constant attention and monitoring.

C.2.6 Paragraph repealed.

D RELATED TRANSACTIONS

D.1 Explain, if applicable, the procedure for approval of transactions with related and
intragroup parties.

Appropriate body for approving related transactions
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Article 25 of the Regulations of the Board of Directors states that the operations which the company
conducts with directors, significant shareholders or representatives on the Board, or with persons related
thereto must be authorized by the Board of Directors following a report of the Audit and Control
Committee.

That article goes on to say that the directors affecting such operations, in addition to not exercising or
delegating their right to vote, should be absent from the meeting room while the Board deliberates and
votes on them. In any case, the relevant transactions of any kind, made by any director with the company
Realia, its subsidiaries or affiliates shall be reported in the Annual Corporate Governance Report. This
obligation also covers the relevant transactions between the Company and its significant -direct and
indirect- shareholders.

D.2 Provide details of those relevant transactions in amount or significance by its
matter made between the company or its group companies and significant
shareholders of the company:

Name or corporate name of | Name or corporate Nature of Type of the Amount
the significant shareholder name of its group the operation (Thousands
company or entity relationship of euros)
. Financial
Inversora Carso, S.A. de C.V. | REALIA Business, S.A. Contractual 61,290
Agreements: loans

D.3 Provide details of the relevant transactions in amount or significance by its
matter made between the company or its group companies and the Company's
administrators or managers:

D.4 Provide details of the relevant transactions undertaken by the Company with
other companies within the same Group, provided that, in the process of drafting
the consolidated financial statements, they are not eliminated and they are not
part of the normal operations of the Company in terms of their purpose and
conditions:

In any case, shall be informed of any intragroup transaction undertaken with
entities established in countries or territories considered tax haven:

D.5 Indicate the amount of transactions undertaken with related parties.

1,073 (Thousands of Euros)

D.6 Detail the mechanisms established to detect, determine and resolve possible
conflicts of interest between the Company and/or its Group and its Board
Members, Directors or significant shareholders.
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Article 25 of the Board of Directors’ Rules with reference to conflicts of interest and related
transactions, establishes the following:

1. The Board director should abstain from participating in the deliberation and voting agreements
or decisions in which he or a related person has a conflict of interest, direct or indirect. They
are excluded from the obligation to abstain previous agreements or decisions which affect
them in their capacity as administrator, such as designation or revocation for position in the
board of directors or other similar meaning.

2. The Director shall inform the Board in due time of any situation which might involve a conflict
of interest with the interest of Realia Group of companies or its related companies.

3. Operations that the company carried out with directors, significant shareholders or
representatives on the Board, or persons related to them must be authorized by the Board
after a report from the Audit and Control Committee.

4. The Board shall decide on the related operations report by the Audit and Control Committee.
The directors involving such operations, in addition to not exercising or delegating their voting
rights should be absent from the meeting room while the Board deliberates and votes on
them.

5. In any case, the relevant transactions of any kind, made by any director with the company
Realia, its subsidiaries or affiliates shall be reported in the Annual Corporate Governance
Report. This obligation also covers the relevant transactions between the Company and its
significant -direct and indirect- shareholders.

Similarly, the Internal Code of Conduct, in paragraph 4.7, refers to information on conflicts of
interest, provides that subject to the same (among which are the directors and senior officers of
the Company), persons are required to inform the Chairman of the Audit and Control Committee
about possible conflicts of interest that are subject due to their family relationships, their personal
assets, or for any other reason with any integrated in Realia Group company, by writing to the
Chairman in which are exposed with sufficient detail such conflicts of interest.

Any questions regarding this matter should be consulted in writing to the Chairman of the Audit
and Control Committee before adopting any decision that may be affected by such conflict of
interest.

It is not considered a conflict of interest occurs due to family relationships when, not affecting
Related Persons, the relationship exceeds the fourth degree of consanguinity or affinity.

In any case, it is considered that there is a potential conflict of interest, resulting from personal
assets, when it arises in connection with a company in which the subject person participates, alone
or together with persons with a relationship, defined in the preceding paragraph, by more than
15% of political or economic rights, or when, without reaching such percentage, may appoint a
member, at least, of its board.

This information must be kept up to date, taking into account any modification or cessation of
previously reported situations and the emergence of new potential conflicts of interest.

Is more than one company in the Group listed in Spain?

Yeg No X
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Identify the subsidiary companies that are listed in Spain:

Subsidiary companies listed

Indicate whether it has been publicly and precisely defined the respective areas
of activity and any business relationships between them, as well as those of the
subsidiary and other group companies:

Identify the mechanisms in place to resolve possible conflicts of interest between
the listed subsidiary and other group companies:

Mechanisms in place to resolve possible conflicts of interest

E RISK CONTROL SYSTEMS

E.l

Explain the extent of the Risk Management System of the company, including
fiscal matters.

The Realia Group has developed a risk management system that takes into account both the

characteristics of the group, such as those typical of the environments in which it operates,

economically, geographically and regulatory. This system is based on three points:

1) an organizational structure implemented by the CEO of the Group, as first executive, under

delegation from the Board of Directors, in which the functional roles and responsibilities are

clearly specified;

2) a framework to identify, quantify and assess the risks that may affect the Group, and

3) a response to the risks identified, monitored by the Audit and Control Committee.

Currently, the risk management system of the Group is implemented at the corporate level and

it is working to run in an integral and continuous way.

E.2

Identify the bodies of the company responsible for the development and
implementation of the Risk Management System, fiscal included.

Under Article 10 of the Articles of the Company, the Board of Directors is in charge of
management, administration and representation of the Company. In the 2nd paragraph of
Article 7 of the Regulations of the Board of Directors, is attributed to the Board of
Directors itself defining the control and risk management policy, including those that may
specifically affect the financial information that the Company must disclose by its listed
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status. Senior management of each of the functional areas delegated by the Board of
Directors will be responsible for development and implementation the System Control and
Risk Management, overseen by the Audit and Control Committee, according to article 44
of Regulation of the Board of Directors.

Describe the main risks, fiscal included, that may affect the achievement of
business goals.

In our activity, both real estate and property, we can come across different types of risks.
a) Financial Risks.

Given the Group's activities and operations through which runs these activities is currently
exposed to the following financial risks:

a) Credit risk.

The main activities of the Group are real estate development, land sale and the lease of
real estate assets. The first does not entail credit risk, for the delivery of the assets
automatically entails its collection. Regarding land sale, it is customary to grant regular
customers deferrals in payment. Currently, the amount of retail loans for the sale of land
without its corresponding collateral amounts to 14.0 million Euros that the company has
impaired for the corresponding risk, and is estimated at 8.3 million Euros. Finally,
regarding the lease of real estate assets, the risk is not significant, and is maintained at
similar levels than the previous year. The management of the company has made
provisions for all these contingencies, according to the default or insolvency period.

b) Interest rate risk.

Realia Business does not have hedging operations to manage its exposure to interest rate
fluctuations.

The goal of the interest rate management is to reach a balance in the debt structure that
allows for the minimization of cost through a multi-annual horizon, with reduced volatility
in the P&L account. The comparative analysis of the financial cost included in the budget
and the rate curve trends have made the company decide not to hedge for interest rate in
order to minimize the cost of debt for such period.

The company management follows very closely the rate curves for short and long term
and does not rule out the convenience of hedging for interest rates in the future.

c) Liquidity risk.
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The situation of the residential real estate market has gradually deteriorated since mid-
2007. The reduction in housing demand, together with the excess of supply and especially
the international financial crisis, have brought about a tightening of the financing
conditions and greater restrictions to access financing, which caused financial problems to
a great number of companies in the sector.

Some signs of improvement in the sector have emerged throughout 2014, albeit very
concentrated on improved demand for premium products with good location, and also an
improvement in financing, especially to individuals or self-development projects, whereas
there continues to be a shortage of direct funding to developing companies. This trend has
been ratified in 2015, and strong financial system liquidity and low interest rates have
allowed new funding possibilities appear, including real estate, but all with very restrictive
and selective criteria, in terms of debtor.

In negotiating with creditors of the Realia matrix, on December 10 an agreement was
reached. The total debt for the syndicated loan of 802.7 M € will be reduced by 9%, if
fulfilled the conditions imposed for debt repayment. Payment milestones have been
distributed in four, at a rate of 50% of the debt in December 2015, 12.15% to be paid on
January 29, 2016, 12.85% to be paid on February 29 2016 and the remaining 25% on May
30, 2016.

As of date of preparation of this report, payments dated January 29, 2016 and February
29, 2016 were paid and the last payment is duly endorsed, so that the current financial
creditors have raised all collateral and pledged collateral they had on Realia assets and
Realia Patrimonio shares, and therefore have fulfilled all the conditions precedent set out
in the refinancing agreement, leaving the deadline for compliance with the defeasance
clauses required for the haircut agreed is effective.

The parent company Realia has developed a plan of financial viability that reveals the
existence of liquidity to meet its payment obligations.

The key figures of the cash flow projections for the year 2016 of the consolidated group,
prepared on the basis of recurring business, dividends, capital and other charges for
services rendered to group companies, excluding extraordinary land or assets sales,
provides an estimate income of 255.7 million euros with a forecast of payment of 169.0
million euros, what leads to a positive net cash flow of 86.7 million euros, which will go to
debt repayment along with the current cash position.

d) Exchange rate risk.
One of the consequences of the positioning of the Realia Business Group in international
markets is the exposure stemming from the net currency positions against Euro or one

foreign currency against another when investment and financing of an activity cannot be
done in the same currency.
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Given the limited international activity of the group in markets outside the Euro zone, its
exposure to exchange rate risk is not significant.

(The content on the remaining Risks is included in the document attached to this Report).

Identify whether the entity has a risk tolerance level, fiscal included.

The Realia Group is currently working on updating the formal levels of tolerance to various risks
that affect the development its activities (financial, operational, technological, etc.) as part of its
strategy of creating value. These levels of tolerance and appetite for risk, based on quantitative and
qualitative criteria, are reviewed considering the factors that contributed to its definition have
varied along time.

Indicate what risks, fiscal included, have materialized during the year.
Market risks.

The current situation of the real estate sector, with a gap between the supply and the existing
demand, has caused that prices of the different real estate products have continued to be adjusted
during 2015, with the corresponding impact on product margins. Although with less intensity than
in previous years, and only in land and finished products. This trend is expected to continue its
slowdown in 2016, so that prices and margins can start to recover.

In the developments area, in order to solve the housing stock problem, the Company continues to
adapt the selling price of the properties to the new demand, analysing market needs, both by
geographic areas and by the products in demand.

In order to compensate the effects of this risk in the property area, the Company has continued to
reinforce its rental management, keeping a high level of occupancy of its buildings, with quality and
solvent tenants. Furthermore, some adjustments have been made to rental prices, to better adapt
them to the new market situation.

Reduction of value of real estate assets and housing stock

Contrary to previous years, during 2015 the housing and land development assets did not lose
significant value. Specifically, new provisions have been made in land for an amount of 12.9 million
Euros, due to the valuations (ECO methodology), carried out by an independent expert as of
December 2015, and they have assumed an average decrease of approximately 3.5%.

The company considers that the valuation that reflects more adequately the market value of its
stock is their fair value, and it has adjusted its existing provisions for impairment according to it.
Said market value is determined on the basis of appraisals by independent experts, according to
the principles and methodology of Order ECO/805/2003 of March 27, amended by Order
EHA/3011/2007 of October 4, and by Order EHA/564/2008 of February 28, which sets out the rules
for the valuation of real estate properties and several rights for certain financial purposes.

Assets for lease in Spain have been highly demanded by high current investment has resulted in
significant trading operations. These operations have positively influenced as a reference value for
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other assets. In the Portfolio of Realia Group, taking into account the gross value of assets, it has
meant an increase of 36.4 M € of value, equivalent to 2.6%.

The asset valuation process by an independent expert followed the recommendations of the CNMV
(Stock Market Authority) to listed valuation and real estate companies regarding the valuation of

real estate property.

Describe the response and supervision plans for the main risks of the company,
including fiscal risks.

Control and risk management in Realia Group is settled depending on policies and
procedures adapted to the different risks that might take place.

The company Board has a commitment with risk control and management processes,
passing policies, procedures, limits and structures.

The company Managing Committee, in which all areas of the business are represented, as
well as Financial Direction, in its periodical meetings, analyses the situation and evolution
of the main risks affecting the Group, taking corrective measures if necessary.

The Area of Internal Audit, controlled by the Committee of Audit and Control, provides an
independent evaluation of the adaptation, competence and efficiency of the internal
control system and the risk management system.

The Managing Committee will treat any risk considered critical in its periodical meeting.
The Committee will suggest, both the Board and the Audit Committee, the specific
response plans before any critical risk. The Board of Directors, ultimately, will take into
account the proposal, accepting it or modifying if necessary.

INTERNAL CONTROL AND RISK MANAGEMENT SYSTEMS IN RELATION TO FINANCIAL
INFORMATION EMISSION PROCESS (SCIIF)

Describe the mechanisms forming the risks and control management systems in
relation to financial information emission process (SCIIF) of the entity.

F.1

Company control environment.

Describe and explain the main characteristics of:

F.1.1 Organs and/or functions responsible for: (i) existence and maintenance of
a suitable and effective SCIIF; (ii) its implantation; and its monitoring.
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According to article 10 of the Statutes of the Company, the Board of Directors is
responsible for the management, administration and representation of the Company. In
the 2™ point of the article 7 of the Regulation of the Board, the latter is given the
definition of the strategy regarding risk management and control policy, including those
that may affect financial information that the Company must publish due to its condition
of listed. The Direction every functional area, after being delegated by the Board, will be
responsible for its development and implementation, being the Risks Management and
Control System monitored by part of the Committee of Audit and Control, according to the
Regulations of the Board.

If there are the following elements, especially regarding the elaboration
process of financial information:

- Departments and/or mechanisms in charge of: (i) the design and
revision of the organizational structure; (ii) the clear definition of
responsibility and authority lines, with a suitable distribution of tasks
and functions; and (iii) the existence of enough procedures for a correct
diffusion in the entity.

The highest position responsible for designing and organizing structure of Group is the
chairman, under the control of the Board. The organization of Group was updated in
December, 2001, through the emission of a Notice by the former Presidency in which
were defined, specifically, the responsibilities of the Directors of Departments and/or
Business Areas regarding SCIIF management.

Additionally, there is a defined power policy inside Group.

- Code of conduct, organ of approval, range of diffusion and instruction,
principles and values included (indicating if there are specific mentions
to record operations and elaboration of financial information), organ in
charge of analyzing breaches and proposing corrective actions and
sanctions.

Realia Group has its own binding Ethic Code of Conduct, passed by the Board of
Directors in the session held on November, 16th, 2010. The Code aims to specify
performance criteria for administrators, managers and employees in Group,
independently of their type of contract, their position or their geographical area of
work. Every employee of Realia Group must subscribe the Code formally and have a

copy of it. The Code is accessible on the intranet of Group.

The conduct guidelines explained in the Ethic Code are classified in the following
categories:

¢ Rule compliance and respect to ethic values.
¢ Commitment to people.

e Protection of personal data.

e Commitment to clients.
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¢ Internal control and fraud prevention (including specific mentions to recording
operations and elaboration of financial information).
¢ Commitment towards the market, the company and the community.

e Commitment towards society and environment.

Complaint channel to communicate the audit committee irregularities
regarding financial and accounting issues, as well as eventual breaches
in the code of conduct and irregular activities in the organization,
reporting about their confidentiality if relevant.

Realia Group has a general procedure of communication to issues related to the Ethic
Code of Group and a procedure of trouble reporting in financial and accounting fields
of potential importance. Both procedures are implemented through a confidential and
not anonymous channel of trouble reporting, under the control of the Committee of
Audit and Control. The channel of trouble reporting has its correspondent section in

the intranet of Group. Written mailing is also admitted.

Training and periodical updating programs for the staff involved in the
preparation and revision of financial information, as well as the SCIIF
evaluation, covering at least accounting rules, audit processes, internal
control and risk management.

Throughout the year, Realia Group has carried out several training actions related to
accounting, fiscal, labor and mercantile rules, completing 399 training hours.

More specifically, Internal Audit Department has attended conferences and
monographs associated to internal control within the organizations, carried out

externally.

F.2 Risk evaluation of financial information.

Report, at least, of:

F.2.1 The main characteristics of the process of risk identification, including

error or fraud, regarding:

If the process exists and if it is documented.

It starts with a preliminary identification of potential risks by the staff responsible for
Functional Areas. Then, their occurrence and impact probability in case of them taking
place is calculated, generating risk maps. Risks are prioritized by using such an
assessment, analyzing the necessity of establishing potential improvements and
carrying out their implementation on those functional areas and recording all this

process in written format.
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If the process covers all the objectives of the financial information,
(existence and occurrence; integrity; assessment; presentation,
itemization and comparability; and rights and obligations), if it is
updated and how often.

Realia Group risk identification process covers all the objectives of the financial

information and it is updated, at least, once a year.

The existence of a process of identification of the consolidation
perimeter, considering among other points, the possible existence of
complex company structures, instrumental or special purpose entities.

On a regular basis, the suitability of the consolidated perimeter is assessed,

considering the effective part and the influence degree in every company.

If the process takes into account other risk typologies (operational,
technological, financial, legal, reputational, environmental, etc.)
regarding their effect on financial estates.

Control and Risk Management Policy takes into account not only financial risks, but
also other typology such as regulatory, technological, reputational, fraud, human

resources management risks, etc.

What governing body of the entity monitoring the process.

The function of the Internal Audit Area, monitored by the Committee of Audit and
Control, is responsible for coordinating and supervising the regular updating of the risk
maps, as well as the people responsible for every one of the Functional Areas. They

are, ultimately, who identify the risks the Group is subject to.

F.3 Control activities.

Describe and explain the main characteristics of:

F.3.1 Revision and permission procedures of the financial information and

description of SCIIF, to publish in stock markets, indicating the person

responsible for it, as well as description of the descriptive documentation

of the control and activity flows (including those regarding fraud risk) of

the different transactions affecting financial estates materially. This

includes the accounting close and the specific revision of the pertinent

judgments, estimations, valuations and projections.
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Realia Group has an internal revision procedure of financial information (including annual
accounts, inter-year period account and the Annual Report of Corporative Government). It
monitors the process since the information is created in the Area of Administration and
Finance and by the Corporative Strategy and Relation with Shareholders Department, until
it is passed by the Committee of Audit and Control; and finally, by the Board of Directors
before being published.

Besides, the Policy of Risk Management and Control of Realia Group, which strategic
definition corresponds to the Board and is implemented by the Direction of every
functional area and monitored by part of the Committee of Audit and Control,
incorporates the necessity of establishing a System of control of the financial information
to collect related criteria, policies, procedures, controls and documentation. The
implementation of such a system has been carried out from the identification of 22 key
processes. Those processes separate the duality of business brought together in Realia
Group: on the one hand the property development and on the other hand property
patrimony business:

Property business:

Asset Management (office buildings)
Asset Management (malls)
Contracting with customers
Collection Management

Contracting with suppliers

Payment Management

Tax and legal adviser

Accounting closure

W e N R ®wWN R

Information System Management

Real Estate Development business:

Land purchase

Urban Development Management
Project Development

Post-sale Management

Land sale

Client Contracting

Supplier Contracting

Collection Management

W KN LR WN e

Payment Management

[uny
o

Taxes and Legal Adviser

=
=

Personnel recruitment and management

[uny
N

Accounting closure

[uny
w

Information System Management

Every process has its corresponding development and flow gram containing a description
of the activity and control fluxes affecting financial estates materially, as well as controls
and risk matrixes resuming the risks identified in the developments of the process and the
controls implemented to mitigate them. The matrixes incorporate information about the
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type of control (manual/automatic, preventive/detective...), attaching a specific mention
to fraud risk if necessary.

All descriptions, flow grams and control and risks matrixes have been validated with the
holders of the processes. All areas and/or departments in the different descriptions are
responsible for their appliance and for communicating any change in the process which
may affect their design.

The process of monthly/annual close has been included for every business of Group. It
gathers not only the flow corresponding to capture, homogenization and presentation of
the financial information, but also other line items such as pertinent financing or
judgments, estimations, valuations and projections affecting financial information.

F.3.2 Internal control procedures and policies about information systems
(among others, about security of access, change control and their
operations, operative continuity and function segregation) to support the
pertinent processes of the entity regarding elaboration and publishing of
financial information.

The internal control procedures and policies related to the information systems are
defined by the Direction of Corporative Strategy, supported by the Manager of Systems of
Information.

Policies and procedures related to information systems are formalized, explained as in the
rest of key processes of descriptions, flow grams and risk and control matrixes. The main
risks observed by Realia Group, and those which are given a response, affect physical
security (security copies, maintenance and access to computers...), logical security (access
controls, log infout procedures, antivirus and malware...), sufficient segregation of
functions, information register and tracking, privacy (LOPD, Organic Law on Data
Protection), development and maintenance of systems. Group has a Plan of Business
Continuity which contains the current practices which allow giving a response to an
occasional accident affecting the information systems.

F.3.3 Internal control procedures and policies to monitor the management of
subcontracted activities, as well as those aspects of assessment,
calculation or valuation ordered to independent experts, which may
affect financial estates materially.

The activity subcontracted with a higher impact on financial estates corresponds to the
asset valuation by an independent expert in the field. The procedure in Realia Group for
this collects the CNMV recommendations to real estate and valuation regarding with the
valuation of real estates. Additionally, this process contains a description, flow gram and
risk and control matrixes which have a detailed account of flow activities and controls
affecting financial estates materially.

F.4 Information and communication.
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Describe and explain the main characteristics:

F.4.1

F.4.2

Specific function to define and keep the accounting policies (area or
accounting policies department) updated, as well as to solve doubts or
conflicts derived from its interpretation. It must maintain also a fluent
communication with the managers of the operations in the organization,
and an accounting policy manual updated and communicated to the units
the entity works through.

Within Realia Group, the Financial and Administration Department carries out the
functions to define, update accounting policies and answer doubts and queries related to
this point. The Company has a Manual of Accounting Policies in which, among others, the
criteria followed for the elaboration of the Financial Estates are defined. This Manual is
updated regularly, under the control of the Direction of Administration and Finance, in
compliance both with the new regulation and/or relevant laws, and the own necessities of
Realia Group.

Mechanisms of capture and preparation of the financial information with
homogeneous formats used and applied by all the units of the
entity/groups supporting the financial estates and notes, as well as
information detailed about the SCIIF.

For the elaboration of consolidated accounts, Realia Group has several computer systems
and ERP’s, they capture information and make it homogeneous in a format through SAP
BPC package, so the following adjustments and eliminations typical in the consolidation
process of the financial estates can be carried out.

Group has implemented several controls to ensure reliability and the correct treatment of
the information received from every business unit.

Control of the functioning of the system.

Describe and explain the main characteristics:

F.5.1

SCIIF monitoring activities carried out by the Audit Committee and if the
entity has an internal audit function which has a supporting competence
to the committee in its task of control of internal control system,
including SCIIF. Besides, it is compulsory to inform about the range of the
SCIIF evaluation carried out in the exercise and the process by which the
manager executing the evaluation communicates the results, if the entity
has an action plan detailing possible corrective actions, and if its impact
on financial information has been considered.

51



REALLIA

F.5.2

ACGR Annual Corporate Governance Report 2015

According to article 44, point 44, of the Regulation of the Board, the Committee of Audit
and Control correspond, among others:

- Monitoring the elaboration process and the financial information integrity regarding
the company and the group, checking the compliance of the normative requirements,
the suitable delimitation of the consolidation perimeter and the correct appliance of
the accounting criteria.

- Regular checking of the internal control systems and risk management for main risks to
be identified, managed and known properly.

The Company has a function of Internal Audit which reports the Annual Audit Plan the
work carried out and the weaknesses detected in the control. It is reported to the
Committee of Audit and Control and the CEO of the Group.

Regarding the range of the SCIIF evaluation throughout 2015, it has been going into detail
about the evaluation of the operative efficiency of the controls implemented. This
evaluation has been carried out through the use of selective samples and specific analysis,
as well as the updating of the different cycles of activities. The previously mentioned
updating work has been carried out by part of the different business areas under the
control of the Committee of Audit and Control through the function of Internal Audit. On
the other hand, part of the function of Internal Audit has done control valuation tasks. The
function of Internal Audit has reported the evolution of the work to the Committee of
Audit and Control periodically in both cases, as well as the potential corrective actions
mitigating the detected weaknesses of control.

If there is a procedure of discussion by which the accounting auditor (as
established in NTA), the function of internal audit and other experts can
communicate the significant weaknesses of internal control identified
during the process of annual account checking or others ordered to the
high direction and the Audit Committee or entities administrators.
Besides, explain if there is a plan of action to correct or mitigate those
weaknesses.

The Committee of Audit and Control meets at least once per quarter and every time they
consider appropriate (during the year 2015 they have met nine times) to fulfil its main
function. Its main function means to support the Board in its monitoring work, by means
of a regular checking of the process of elaboration of the economic-financial information,
the function of internal audit and the independence of the External Audit. The Committee
carries out, among others:

1) Discussion with Internal Audit to:
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- Obtain information about the planning, range and conclusion of the work carried
out.

- Obtain information about the estate of the process of improvement of the
weaknesses identified and the subsequent plans of action.

- Obtain an independent point of view on the financial function about specific
issues.

- Obtain the necessary information to check the independence of the Internal
Auditor according to the functions of the Committee of Audit and Control.

2) Discussion with External Auditors (special relevance when they have carried out an
action: Audit reports, limited checking, etc.) to:

- Obtain information about the planning, range and conclusion of the work carried
out.

- Obtain information about weaknesses of internal control detected during the
work.

- Inform the External Auditor about those questions which could affect his work.

- Discuss with the External Auditor the content expected in his reports.

- Obtain the necessary information to check the independence of the External
Auditor according to the functions of the Committee of Audit and Control.

Additionally, the Committee of Audit and Control can request additional information or
the participation of experts to analyze issues regarding the compliance of their functions.

During the exercise of 2015, the Internal Audit of Group has presented the conclusions of
its work to the Committee of Audit and Control, as well as a monitoring of the corrective
actions suggested periodically.

Finally, the External Auditor has held three meetings with the Committee of Audit and
Control in order to present the conclusions of his work.

More relevant information.

Report of the External auditor.

Explain:

F.7.1

If the SCIIF information reported to markets has been checked by the
external auditor. If being so, the entity must include the corresponding
report as annex. On the contrary, it must report about its reasons.

Realia Group has not submitted the information about the System of Internal Control of
Financial Information to the external auditor because in these moments the operative
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efficiency of the controls implemented by Group is being evaluated internally, and
therefore, of the own System of Internal Control.

LEVEL OF COMPLIANCE OF CORPORATE GOVERNANCE REGULATIONS

Indicate the company's level of compliance with respect to recommendations contained
in the unified good governance code.

In the event that any of them have not been complied with, a detailed explanation of its
reasons should be included so that shareholders, investors and the market in general,
have sufficient information to evaluate the actions of society. General explanations shall
not be acceptable.

1. That bylaws of listed companies do not limit the maximum number of votes that may be
issued by the same shareholder, nor contain any other restrictions that hinder the taking of
control of the company via the acquisition of shares on the market.

Comply | X Explain

2. That when the parent company and a subsidiary company are listed, both are precisely
defined publicly:

a) The respective areas of business and any business relationships between them, as well as
those of the subsidiary listed company with other group companies;
b) The mechanisms provided to resolve any conflicts of interest that may arise.

Comply Partially comply Explain Not applicable X

3. During the celebration of the Annual General Meeting, in addition to distributing written
annual report on corporate governance, the President of the Board verbally report to
shareholders, in sufficient detail, of the most important aspects of corporate governance of
the society and, in particular:

a) Of the changes since the previous Annual General Meeting.
b) The specific reasons why the company does not follow some of the recommendations of the
Corporate Governance Code and, if any, of the alternative rules that apply in this area.

Comply Partially comply Explain X

Due to the complexity of the issues to be discussed by the President in the FY 2015 Annual General
Meeting, it was not considered appropriate also include in its report the proposed new
Recommendation 3.

4, The company should define and promote a policy of communication and contacts with
shareholders, institutional investors and proxy advisors to be fully respectful of the rules
against market abuse and give similar treatment to shareholders who are in the same
position.
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The company should make public the policy through its website, including information on how it
is implemented and identifying the partners or persons responsible for carrying it out.:

Comply Partially comply Explain X

Due to the short time since the adoption of the new Code of Good Governance of listed
companies, and changes both at shareholder level and governing bodies suffered by the company
in the year 2015, while this is still in the process of adaptation and compliance with some of the
new recommendations.

5. The Board of directors does not raise the General Meeting a proposal for delegation of
powers to issue shares or convertible securities excluding preferential subscription rights for
an amount of more than 20% of the capital at the time of the delegation.

And when the Board of directors approve any issuance of shares or convertible securities
excluding preferential subscription rights, the company immediately publish on its website
reports that exclusion referred to corporate law.

Comply Partially comply X Explain

In FY 2015 Annual General Meeting, the authority to increase the share capital in a maximum
amount of up to half of the share capital was delegated to the Board, at the date of such
authorization, also attributing the power to exclude, in all or in part the preferential subscription
rights.

The delegation of the power to exclude such rights comes under that the Board can make an
efficient use of the delegation to increase capital, it is important quickness and selection of
resources for immediate and temporarily limited availability, may make it necessary, to fulfill the
objectives of the operation of capital increase, excluding such preferential subscription rights of the
shareholders.

Nevertheless, in the capital increase carried out by the company in the exercise of that delegation
by the Board, the right of preferential acquisition was not excluded.

In any case, the delegation agreement provides that if the Board decides to exclude the preferential
subscription rights, it will issue, at the time of adopting the relevant agreement, a report detailing
the specific reasons of corporate interest justifying such a measure, which will be subject of the
corresponding report by an auditor different from the company to which Article 506 of CSL is
referred.

These reports would be made available to shareholders and notified to the first General Meeting
held after the extension agreement.

6. Listed companies that produce the reports listed below, either mandatory or voluntary form,
publish them on their website in time for the holding of the annual general meeting notice,
although its distribution is not mandatory:

a) Report on auditor independence.

b) Reports of the audit and appointments and remuneration committees’ performance.
c) Report of the audit committee on related party transactions.

d) Report on the policy of corporate social responsibility.
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Comply Partially comply Explain

The company prepares reports referred above in paragraphs a, b and d, although it only publishes
on its website the one relating to paragraph d.

7. That the company broadcast live, via its website, the holding of annual general meetings.

Comply Explain X

At the time of holding the Annual General Meeting of Shareholders for the FY 2015, the company did
not have the technical means to convey its celebration live via the website.

8. That the audit committee ensure that the board of directors shall present the accounts to the
general meeting of shareholders without limitations or qualifications in the audit report and,
in exceptional cases where there are exceptions, both the chairman of the audit committee
and the auditors should clearly explain to shareholders the content and scope of such
limitations or qualifications.

Comply | X Partially comply Explain

9. That the company make public on its website permanently, the requirements and procedures
it will accept to prove ownership of shares, the right to attend the general meeting of
shareholders and exercise or delegation of voting rights.

And that such requirements and procedures favor the attendance and exercise of their rights
to shareholders and be applied in a non-discriminatory manner.

Comply | X Partially comply Explain

10. That That when some legitimate shareholder has exercised, prior to the holding of the
general meeting of shareholders, the right to complete the agenda or to submit new
proposed resolutions, the company:

a) Release such additional points and new agreement proposals immediately.

b) Publish the model attendance card or application form for voting delegation or distance
vote with the changes required to be able to vote the new items on the agenda and the
agreed alternative proposals on the same terms as those proposed by the board of
directors.

c) Submit all those points or alternative proposals to the vote and apply them the same
voting rules to those made by the board of directors, including, in particular,
presumptions or inferences about the meaning of the vote.

d) Following the general meeting of shareholders, release the breakdown of the vote on
such additional points or alternative proposals.

Comply Partially comply Explain Not applicable X

11. That in the event that the company plans to pay premiums to attend the general meeting of
shareholders, set, previously a general policy on such premiums and that this policy is stable.
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Comply Partially comply Explain Not applicable

That the board performs its duties with unity of purpose and independent judgment,
affording equal treatment to all shareholders who are in the same position and is guided by
the corporate interest, understood as the achievement of a profitable and sustainable long
term, to promote continuity and maximizing the economic value of the company.

And in the pursuit of social interest, in addition to compliance with laws and regulations and
based on good faith behavior, ethics and respect to the uses and good commonly accepted
practices, try to reconcile the social-interest with, as appropriate, the legitimate interests of
its employees, its suppliers, its customers and those of other stakeholders that may be
affected as well as the impact of company activities in the community as a whole and the
environment.

Comply | X Partially comply Explain

That the board of directors holds the necessary size for an effective and participatory
performance, making it advisable to have between five and fifteen members.

Comply | X Explain

That the board of directors approves a policy of selection of directors that:

a) Be specific and verifiable.

b) Ensure that proposals for appointment or election are based on a preliminary analysis of
the needs of the board.

c) Promote the diversity of knowledge, experience and gender.

That the result of previous analysis of the needs of the board is collected in the report

justifying the appointments to be released when convening the general meeting shareholders

in which the ratification, appointment or re-election of each director is submitted.

And that the policy for selecting directors promote the goal that by 2020 female directors

representing at least 30% of the total members of the board.

The appointments committee shall annually verify compliance with the policy of directors’

recruitment and be informed thereof in the annual corporate governance report.

Comply Partially comply Explain X

Due to the short time since the adoption of the new Code of Good Governance of listed
companies, and changes both at shareholder level and governing bodies suffered by the
company in the year 2015, it is still in the process of adaptation and compliance with some of
the new recommendations.

That external proprietary and independent directors constitute a significant majority on the
board, and that the number of executive directors is the minimum necessary, taking into
account the complexity of the company grouping, and the percentage stage held by executive
directors in the company's share capital.

Comply | X Partially comply Explain
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That the percentage of proprietary directors over total non-executive directors is not greater

than the proportion between the capital of the company represented by such directors and

the rest of the capital.

This criterion may be attenuated:

a) Inlarge cap companies where few shareholdings that are legally considered significant.

b) In the case of companies with a plurality of shareholders represented on the Board with
no links between them.

Comply Explain X

The capital represented by proprietary directors amounts to 62.91%, while the percentage of
proprietary directors over total non-executive directors amounts to 66.67%.

That the number of independent directors should represent at least half of all board
members.

That, however, when society is not large cap or when, still remain so, expect a shareholder or
several acting together, that control more than 30% of the share capital, the number of
independent directors should represent at least one-third of all board members.

Comply Explain X

The Board Regulations provides that an adequate number of independent directors will be in
the board and the number of external directors should constitute a large majority.

The Board of Realia has within two independent directors but do not get to represent 30% of
the capital referenced recommendation, it is estimated that, given the current capital structure
of the company, there are a sufficient number of independent directors to adequately ensure
the protection of the interests of the floating capital.

That companies publish, on their website, and keep up to date, the following information on
their directors:
a) Professional profile and biography.
b) Other boards of directors they belong to, whether these are listed companies or
otherwise, as well as other paid activities they do whatever their nature are.
c) An indication of the category of director, the shareholder they represent or have
links with.
d) the date of their first appointment as company director, as well as subsequent
appointments.
e) Shares in the company and options to them, held by them.

Comply Partially comply X Explain

As of this report date the directors do not notify to the society about the activities referred to
in the last paragraph b above.

That the annual corporate governance report, after verification by the Appointments
Committee, explains the reasons why proprietary directors have been appointed at the
request of shareholders whose stake is less than 3% of the capital; and the reasons why they
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had not attended, if any, formal requests for presence on the Board from shareholders whose
equity stake is equal to or greater than others at whose request a proprietary director was
appointed.

Comply Partially comply Explain Not applicable | X

That That proprietary directors resign when the shareholder they represent sells its
shareholding in full. And that it also does so, to the corresponding number, when said
shareholder reduces their shareholding to a level that reduces the number of their
proprietary directors.

Comply | X Partially comply Explain Not applicable

That the Board of Directors does not propose the removal of any independent director before
the statutory period for which he had been appointed, except where just cause is found by
the Board of Directors following the report of the appointments committee.

In particular, it is understood that there is just cause when the director takes over as new
positions or contracts new obligations that prevent devote the necessary time to the
performance of the duties of the position of director, fails to fulfill the duties inherent to his
position or incurred in some circumstances that make it lose his status as an independent,
according to applicable legislation.

It may also be proposed removal of independent directors as a result of takeover bids,
mergers or other similar corporate transactions that represent a change in the capital
structure of the company, when such changes in the structure of the board are favored by the
criterion proportionality indicated in recommendation 16.

Comply X Explain

That companies establish rules obliging directors to inform and, as applicable, resign, under
those circumstances that might damage the credit and reputation of the company and, in
particular, oblige them to inform the board of any penalty clauses they are subject to, as well
as any subsequent procedural issues.

That if a director is indicted or subject to commencement of proceedings for any of the
infringements indicated in the Capital Companies Act, the board shall examine the case as
soon as possible and, in the light of the specific circumstances, decide whether it is
appropriate or not for the director to remain in their position. All of which the board shall
report on, in a reasoned manner, in the annual corporate governance report...

Comply | X Partially comply Explain

That That all directors clearly express their opposition when they feel that any proposal
submitted to the board might be contrary to the interest of the company. And likewise,
extraordinarily, may independents and other directors not affected by any potential conflict
of interest in the case of decisions that might act to the detriment of shareholders not
represented on the board.

And when the Board adopts significant or repeated decisions on matters contained in the
board member’s letter referred to in the following recommendation.
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This recommendation also refers to the secretary of the board, despite not being a director.

Comply Partially comply Explain Not applicable X

That when, whether as a result of resignation or other reasons, a director leaves their post
before the end of their term of office, they shall explain their reasons in a letter sent to all
members of the board. And, that without prejudice to said departure being notified as a
significant event, the reason for the departure is stated in the annual corporate governance
report.

Comply | X Partially comply Explain Not applicable

That the Appointments Committee ensures that non-executive directors have sufficient time
available for the proper performance of their duties.

And that the Board regulations set the maximum number of boards of companies which may
form part of.

Comply Partially comply X Explain

Realia’s Board Regulations do not limit the number of boards on which their directors may
form. This does not imply, however, not be required of such directors’ dedication of time and
effort necessary to meet the demands of his office and to properly perform their duties.

That the board meets as often as necessary to effectively carry out its duties, and at least
eight times per year, following the schedule of dates and matters established at the beginning
of the financial year, with each director individually able to propose other matters in the
order of business which were initially not provided for.

Comply | X Partially comply Explain

That the non-attendance of directors is reduced to those occasions when it is strictly
necessary, and quantified in the annual corporate governance report. And, if necessary, a
representation should be done and this is conferred with instructions.

Comply Partially comply X Explain

Indeed, the Director absences are reduced to the bare minimum and quantified in this report
(the percentage of attendance), having delegated all of them in other directors in accordance
with the rules laid down in Board Regulations. However, it is not usually conferring specific
written instructions about the vote.

That when directors or the secretary come up with concerns about any proposal or, in the

case of directors, the performance of the company, and such concerns are not resolved in the
board, at the request of those who raised said concerns, this is stated in the minutes.
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Comply Partially comply Explain Not applicable X

That the company establish appropriate channels for directors to get the advice they need to
fulfill their duties including, if required by circumstances, external assistance paid for the
company.

Comply | X Partially comply Explain

That regardless of knowledge that directors are required for the exercise of their functions,
societies also offer them programs to update when circumstances so require.

Comply Explain Not applicable X

That the agenda of the sessions clearly indicate those points on which the board shall adopt a
decision or agreement for directors to study or seek previously the precise information to be
adopted.

Where, exceptionally, for urgent reasons, the president wants to submit to the approval of
the board decisions or agreements not given in the agenda, it will be required the express
prior consent of the majority of the directors present, which will be dully recorded in the
minutes.

Comply X Partially comply Explain

That directors be regularly informed of the movements in the shareholding and opinion that
significant shareholders, investors and rating agencies have on the company and its group.

Comply Partially comply Explain X

Due to the short time since the adoption of the new Code of Good Governance of listed
companies, and changes both at shareholder level and governing bodies suffered by the
company in the year 2015, this is still in the process of adaptation and compliance with some of
the new recommendations.

That the president, responsible for the effective functioning of the board of directors, in
addition to exercising the functions conferred law and the bylaws, prepare and submit to the
board a program of dates and issues to be addressed; organize and coordinate the periodic
evaluation of the board and, where appropriate, the chief executive of the company be
responsible for the management board and the effectiveness of its operation; he should
ensure that sufficient time is devoted to discussion on strategic issues, and review and agree
knowledge updating programs for each director, when circumstances require.

Comply | X Partially comply Explain

61



REALLIA

34.

35.

36.

37.

ACGR Annual Corporate Governance Report 2015

That when there is a coordinating director, statutes or regulations of the board of directors, in
addition to the powers legally entitled, attributed the following: chairing the board in the
absence of the president and vice presidents, if any; echoing the concerns of non-executive
directors; maintain contacts with investors and shareholders to ascertain their views in order
to form an opinion about their concerns, particularly in relation to the corporate governance
of society; and coordinate the plan of succession of the president.

Comply Partially comply Explain Not applicable X

That the secretary of the board of directors watch specially for the actions and decisions of
the board have the recommendations on good governance contained in the Code of Good
Governance that were applicable to the company.

Comply X Explain

That the Board of Directors evaluate, once a year, and adopt, if necessary, an action plan to
correct the deficiencies identified about:
a) The quality and efficiency of the Board of Directors.
b) The operation and the composition of its committees.
c) The diversity in the composition and powers of the board.
d) The performance of the chairman of Board of Directors and the chief executive of the
company
e) The performance and contribution of each director, paying particular attention to those
responsible for the various board committees.
To carry out the evaluation of the different committees will be based on the reports they
submitted to the Board of Directors, and for the latter, which would raise the appointments
committee.
Every three years, the board will help to carry out the evaluation by an external consultant,
whose independence will be verified by the appointments committee.
Business relationships that the consultant or any company in its group have with the
company or any company of its group should be broken down in the annual corporate
governance report.
The process and the evaluated areas will be further described in the annual corporate
governance report.

Comply Partially comply X Explain

Although the company complies with almost all aspects covered by this Recommendation,
however, the assessment made of the Board is over all its members in general, and not on each
of them. On the other hand, it has not yet passed the three years since the adoption of this
Recommendation that make advisable the assistance of an external consultant.

That when there is an executive committee, the participation structure of the different
categories of directors should be similar to the Board of Directors itself and its secretary is the
same.

Comply Partially comply X | Explain Not applicable
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Both the Secretary and the Secretary of the Board are also members of the Executive
Committee. However, the participation structure of the different categories of directors of the
last one is not similar to that of the Board, as explained in section C.2.1 of this report.

38. That the Board of Directors is always aware of the matters discussed and the decisions taken
by the executive committee and all members of the board receive copies of the minutes of
the meetings of the executive committee.

Comply | X Partially comply Explain Not applicable

39. That the members of the audit committee, and particularly its chairman, should be appointed
taking into account their knowledge and experience in accounting, auditing and risk
management, and that most of these members are independent directors.

Comply Partially comply X Explain

The members of the Audit and Control Committee have the knowledge and experience in
accounting, auditing and risk management necessary to perform the duties arising from their
office. Also, at least one of them has been appointed taking into account their special
knowledge and experience in accounting and auditing. Therefore, even though the director
appointed for their special expertise and experience in accounting, auditing and risk
management is not the Chairman, the Committee meets the qualification requirements set
forth in the Board Regulations, considering these adequate and optimal conditions for the
effective and diligent performance of their duties.

As for the status of its members, indeed most of them are independent (2 of 3).

40. That, under the supervision of the audit committee, it is available a unit that assumes the
internal audit function to ensure the proper functioning of information systems and internal
control and functionally dependent on the non-executive chairman or the audit committee.

Comply | X Partially comply Explain

41. That the party responsible for the internal audit presents to the audit committee their annual
work schedule, informs it directly of incidents affecting the progress of same, and submits a
report on activities at the end of each financial year.

Comply | X Partially comply Explain Not applicable

42. That, in addition to those provided for in the law, correspond to the audit committee the
following functions:

12 In relation to the internal inspection and information systems:

a) Supervising the preparation and completeness of financial information on the company
and, where appropriate, the group, reviewing compliance with regulatory requirements,
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the proper delimitation of the consolidation perimeter and the correct application of
accounting principles.

b) Ensuring the independence and effectiveness of the internal audit service; proposing the
selection, appointment and removal of the head of the internal audit department;
proposing the budget for this service, guidance and approve their work plans, ensuring
that their activity is mainly focused on relevant risks of the company, receiving regular
information in their activities and checking that upper management takes into account
the conclusions and recommendations in its reports.

c) Establish and supervise a mechanism that allows employees to report confidentially and,
where possible and appropriate, anonymously, of any potentially significant abnormal
condition, especially financial and accounting conditions, that may arise in the Company.

In relation to the external auditor:

a) In case of resignation of the external auditor, examine the circumstances that have
motivated it.

b) Ensure that the remuneration of the external auditor for their work does not compromise
quality or independence.

c) Supervise society disclosed as relevant information to the CNMV the change of auditor
and accompanied by a statement of any disagreements with the outgoing auditor and, if
they existed, its content.

d) Ensure that the external auditor annually hold a meeting with the full board of directors
to inform the work done and the evolution of accounting and risk situation of the
company.

e) Ensure that the company and the external auditor adhere to current regulations on the
provision of non-audit services, the limits on the concentration of the auditor's business
and, in general, other rules on auditor independence.

Comply Partially comply X Explain

The Audit and Control Committee has assumed all the functions described in this
Recommendation. Nevertheless, the company has not been in the case referred in paragraph
2.c, and function contained in paragraph 2.d, it is among which lead to compliance in 2016.

That the audit committee may convene any employee or director of the company, and ask
them to attend without the presence of any other director.

Comply | X Partially comply Explain

That the audit committee is informed about the operations of structural and corporate
changes that the company plans to carry for analysis and previous report to the board on
their economic conditions and their accounting impact and, in particular, where appropriate,
on the exchange equation proposed.

Comply Partially comply Explain Not applicable X

That the risk control and management policy identifies at least:
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a) The different types of risk, financial and no financial (operative, technological, legal,
social, environmental, political, reputational...) faced by the company, including financial
or economic, contingent liabilities and other off-balance sheet risks;

b) The establishment of the level of risk that the company considers acceptable;

c) The measures envisaged to mitigate the impact of the risks identified if they should occur;

d) The information and internal inspection systems used to inspect or manage the
aforementioned risks, including contingent liabilities or off balance sheet risks.

Comply | X Partially comply Explain

That under the direct supervision of the audit committee or, where appropriate, a specialized
committee of the board, there is an internal control and risk management function exercised
by a unit or internal department of the company that has expressly attributed the following
functions:

a) Ensure the proper functioning of the control and risk management systems and in
particular, identify, manage and adequately quantify all important risks affecting
society.

b) Actively participate in the development of the risk strategy and major decisions about
its management.

c) Ensure that the control systems and risk management adequately mitigate risks within
the framework of the policy defined by the board of directors.

Comply Partially comply X Explain

The company complies with this recommendation in all its proposals except as
regards the last clause of paragraph b, since decisions on managing the risk strategy
applicable, where appropriate, correspond to the Management Committee or the
Board itself.

That the members of the appointments and remuneration committee - or appointments
committee and remuneration committee, if they were separated - are designated by ensuring
that they have the knowledge, skills and appropriate experience to functions that are called
upon to perform and most of these members are independent directors.

Comply Explain X Not applicable

Although members of the Appointments and Remuneration Committee are not
mostly independent directors (they are 2 of 5), however all of the independent
directors comprising the Board are members of this Committee.

That large cap companies have an appointments committee and a separate remuneration
committee.

Comply Explain Not applicable X

That the appointments committee consults the chairman and chief executive of the company,
especially in respect of matters relating to executive directors.

And that any director may request from the appointments committee that they take into
consideration, if they deem it appropriate, potential candidates to cover vacant directorships.
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Comply | X Partially comply Explain

That the remuneration committee exercises its functions independently and, further the

functions assigned to it by law, the following functions also apply:

a) Propose to the board the basic conditions of senior manager’s contracts.

b) Check observance of the payment policy established by the company.

c) Periodically review the remuneration policy applied to directors and senior executives,
including compensation systems, with actions and their implementation, and ensure that
their individual remuneration is proportionate to that paid to other directors and senior
executives of the company.

d) Ensure that any conflicts of interest do not impair the independence of external advice to
the committee.

e) Verify information on remuneration of directors and senior management contained in the
various corporate documents, including the annual report on remuneration of directors.

Comply | X Partially comply Explain

That the appointments committee consults the chairman and chief executive of the company,
especially in respect of matters relating to executive directors and upper management.

Comply | X Explain Not applicable

That the rules of composition and functioning of committees monitoring and control included
in the regulations of the Board and are consistent with those applicable to legally binding
commitments under the above recommendations, including:

a) That they are composed exclusively of non-executive directors with a majority of
independent directors.

b) That their Chairmen are independent directors.

c) That the board of directors appoints the members of these committees based on the
knowledge, skills and experience of the directors and the duties of each committee,
discuss their proposals and reports, in the first full Board of Directors subsequent to its
meetings, its activity and responds the work done.

d) That committees may obtain external advice when necessary for the performance of their
duties.

e) That in their meetings minutes are kept, which will be made available to all directors.

Comply Partially comply Explain Not applicable X

That the supervision of compliance with the rules of corporate governance, internal codes of
conduct and policy of corporate social responsibility, is attributed to committee or is
distributed among several committees of the board, which may be the audit, the
appointments, the corporate social responsibility, if available, or a specialized committee that
the board of directors, in exercise of its powers of self-organization, decide to create for that
purpose, to which specifically are attributed the following minimum functions:

a) Monitoring compliance with internal codes of conduct and corporate governance rules of

the company.
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b)

<)

d)

e)

f)
g)

h)

Monitoring the communication strategy and relations with shareholders and investors,
including small and medium shareholders.
The periodic assessment of the adequacy of the corporate governance system of the
company, in order to fulfill its mission of promoting social interest and consider, as
appropriate, the legitimate interests of other stakeholders.
The review of the corporate responsibility policy of the company, ensuring that is focused
on value creation.
Monitoring of strategy and corporate social responsibility practices and evaluation of
their compliance.
Monitoring and evaluation processes associated with different stakeholders.
The evaluation of all matters relating to non-financial risks of the company, including
operational, technological, legal, social, environmental, political and reputational.
Coordinating the process of reporting non-financial and diversity information, in
accordance with applicable regulations and international reference standards.

Comply Partially comply X Explain

The company complies with all the proposals included this recommendation, except with
the collection in paragraph f. As mentioned, due to the short time since the adoption of the
new Code of Good Governance of listed companies, and changes both at shareholder level
and governing bodies suffered by the company in the year 2015, this is still in process of
adaptation and implementation of some of the new recommendations.

That the policy of corporate social responsibility includes the principles or commitments

which the company voluntarily assume in their relationship with the different stakeholders

and identify at least:

a)
b)
c)
d)
e)

f)
g)

The goals of the policy of corporate social responsibility and the development of
supporting tools.

Corporate strategy related to sustainability, environment and social issues.

The specific practices on issues related to: shareholders, employees, customers, suppliers,
social issues, environment, diversity, fiscal responsibility, respect for human rights and
prevention of illegal behavior.

Methods or systems monitoring the results of the implementation of the specific practices
identified in the previous paragraph, the associated risks and its management.

Monitoring mechanisms of the non-financial risk, ethics and business conduct.

The communication channels, participation and dialogue with stakeholders.

Responsible communication practices that prevent information manipulation and protect
integrity and honor.

Comply | X Partially comply Explain

That the company report, in a separate document or in the management report, on matters

related to corporate social responsibility, using any of the internationally accepted

methodologies.

Comply | X Partially comply Explain

67



REALIA

56.

57.

58.

59.

60.

ACGR Annual Corporate Governance Report 2015

That the directors' remuneration be sufficient to attract and retain directors of the desired
profile and to reward the dedication, abilities and responsibilities required by their position,
but not so high as to compromise the independence of judgment of non-executive directors.

Comply | X Explain

That variable remuneration and compensation through shares, options or rights to shares or
indexed to share value instruments and systems savings in the long term such as pension
plans, retirement systems or other systems social security, are limited to executive directors,
linked to company performance and individual performance.

It can be contemplated the delivery of shares as remuneration to non-executive directors
when conditioned to hold them until they leave the board. This shall not apply to the shares
that the director needs to sell, if necessary, to satisfy the costs related with its acquisition.

Comply Partially comply Explain X

In fiscal year 2015, the remuneration of directors consisted of a fixed amount. There has been
no variable remuneration.

That in case of variable remuneration, remuneration policies incorporate the limits and

technical safeguards to ensure that such payments are related to the professional

performance of its beneficiaries and not only from the general evolution of markets or the
business sector or other similar circumstances.

And in particular, the variable components of remuneration:

a) Are linked to performance criteria that are predetermined and measurable and that these
criteria consider the risk taken for obtaining a result.

b) Promote the sustainability of the company and include non-financial criteria that are
suitable for creating long-term value, such as compliance with internal rules and
procedures of the company and its policies for the control and risk management.

c) Are set on the basis of a balance between fulfilling short-, medium- and long-term returns
for payment in continued performance over a sufficient period of time to appreciate their
contribution to sustainable value creation, so that the measuring elements of that
performance does not turn solely around specific events, occasional or extraordinary.

Comply Partially comply Explain Not applicable X

That the payment of a significant portion of the remuneration variable components is
deferred for a minimum period of time enough to ensure that the previously established
performance conditions have been fulfilled.

Comply Partially comply Explain Not applicable X

That remuneration linked to company earnings take into account possible exceptions
included in the external auditor's report that reduce such earnings.

Comply Partially comply Explain Not applicable X
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That a significant percentage of the variable remuneration of executive directors is linked to
the delivery of shares or financial instruments referenced to its value.

Comply Partially comply Explain Not applicable X

That, once allocated shares, or options, or rights to shares corresponding to the remuneration
systems, directors cannot transfer ownership of a number of shares equivalent to twice their
annually fixed compensation, and cannot exercise the options or rights until after a period of
at least three years since its attribution.

This shall not apply to the shares that the director needs to sell, if necessary, to satisfy the
costs related to acquisition.

Comply Partially comply Explain Not applicable X

That contractual agreements include a clause that allows the company claim reimbursement
of variable components of remuneration when payment has not been adjusted to the
performance conditions or when they have been paid based on data which subsequently
accredited misstated.

Comply Partially comply Explain Not applicable X

That payments for contract termination do not exceed a fixed amount equivalent to two
years of total annual remuneration and are not paid until the company has been able to
verify that the director has met the performance criteria previously established.

Comply | X Partially comply Explain Not applicable

H OTHER INFORMATION OF INTEREST

1. If there is a relevant aspect of corporate governance in the company or group

entities that have not been reported in other sections of this report, but it is

necessary to include for more complete and reasoned information on the structure

and governance practices in the company or its group, describe briefly.

In this section, may also be any other information, clarification or nuance, related

paragraphs of the report to the extent that they are relevant and not repetitive.

Specifically, indicate whether the company is subjected to the different Spanish

legislation on corporate governance and, where applicable, include the information

that is required to provide that is different from that specified in this report.
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3. The company may also indicate whether voluntarily acceded to other ethical
principles or good practice codes, international, sector or elsewhere. Where
appropriate, the relevant code and the date of accession shall be identified.

A.6) The shareholders' agreements indicated below, have become ineffective following the sale
by BFA Tenedora de acciones, S.A., of their participation in the Company. The
aforementioned shareholders' agreements are the following:

- The agreement between Fomento de Construcciones y Contratas, S.A., Grucycsa, S.A. and
Hispanic Finance Corporation, S.A., on one hand, and Caja de Ahorros and Montes de
Piedad de Madrid and Caja de Madrid Finance Corporation, S.A., otherwise.

- The agreement between Fomento de Construcciones y Contratas, SA, Caja de Ahorros y
Montes de Piedad de Madrid and Realia Business, S.A.

C.1.2.) The Board of Directors is composed of 10 members, while there are currently 3 vacancies
within it.

C.1.8.) No shareholder requests have been addressed as there have not been any such requests.

C.1.15.) In the "Remuneration of the Board of Directors" section and the contributions made by the
company for savings schemes (67 thousand euros), or insurance premiums (34 million euros)
are not included. On the other hand, the increase over 2014 is justified by the settlement of

the contract of the Director - General Manager.

C.1.16.

~

With respect to 2014 there has been a functional restructuring in the organization o the
company, and 6 people are considered upper management in 2015, while in 2014 was only 1.

C.1.29.) The Related Party Transactions Committee until its dissolution dated June 22, 2015, held 2
meetings in that year.

C.1.30.) Keep in mind that since June 3, 2015 the Board has had three vacancies. If we do not take into
account those vacancies would be seven meetings attended by all directors and the

percentage of attendance over the total votes would be of 93.26%.

C.1.37.) The work carried out by the Auditing Firm for the Group includes work on a Limited Review in
June (the report for the first half of 2015), as this is not considered a statutory audit.

C.2.1.) Despite what is in the section C.2.1. of this report, the correct data are what listed below:

The Executive Committee consists of 5 members, although there is currently one vacancy within it.

In the Audit and Control Committee, the Director with expertise is Juan Rodriguez Torres, and the
number of years that the current President has been in office is 3.

Finally, in the Appointments and Remuneration Committee, the percentage of proprietary directors is
60%, and independent directors is 40%.
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D.2)) In addition to the transactions referred to in paragraph D.2 itself, in the year 2015 various
operations of deposit subscribed by Realia Group companies with the Bankia Group continue, for a
total amount of 306.38 million euros and an operating syndicated loan amounts to 241.42 million

euros.

This annual corporate governance report has been approved by the board of directors of
the company at its meeting on February 27 2015.

Indicate if there are directors who have voted against, or abstained from, the approval of
this report:

Yes| No | X

IN THIS DOCUMENT THE INFORMATION PROVIDED IN THE ANNUAL REPORT ON CORPORATE
GOVERNANCE REPORT MANAGEMENT INCORPORATED IS COMPLETED AS AN ANNEX. THIS
INFORMATION COULD NOT BE INCORPORATED IN THE FORM FOR REASONS OF PROGRAM
CONFIGURATION

C.2.1) Further information on the Board's committees.

AUDIT AND CONTROL COMMITTEE:

(..

6. To issue annually, before the account audit report is issued, a report expressing an
opinion on the independence of the account auditors. This report must include, in any
case, the valuation of the provisions of additional services that the previous subparagraph
refers to, individually and collectively, other than those of the legal audit and related to
the independence regime or the audit regulation.

7. To inform in advance to the Board of Directors of all matters contemplated in the Law,
the Bylaws and the Board Regulations, and especially on:

a) The financial information that the Company must publish periodically;
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b) The creation or acquisition of stakes in special purpose entities or established in
countries or territories considered as tax havens; and
c) Related party transactions.

8. Any others that may be attributed by these Bylaws or the Board Regulations.

The Secretary, or whoever acts as secretary, will record the minutes of each session, which
must be signed by the Chairman, the Secretary and the Under-Secretary, where applicable.
The Chairman of the Audit and Control Committee will report to the Board of Directors on
the matters discussed and the decisions made in the Committee since the last Board
meeting.

The Committee will meet at least once every quarter and, additionally, any time that is
called by its Chairman, or at the request of two of its members. Annually, the Committee
will prepare an action plan for the year and will present it to the Board of Directors.

All the members of the management team and employees of the REALIA Group must
attend the sessions of the Committee and provide assistance and access to whatever
information is available to them, when they are requested to do so. It may be the case that
the employees may appear before the Committee without the presence of another
manager. The Committee will also request the attendance of REALIA’s Account Auditors to
its sessions.

The Committee will have Access to the necessary information and documentation for the
performance of its duties.

The members of the Audit and Control Committee may be assisted during its sessions by a
maximum of two persons for every member of the Committee acting in an advisory
capacity. These advisors will attend the meetings with voice but no vote.

As to its activities during the year, the Committee has held nine (9) meetings during 2015
in January, February, March, April, May, July, October, November and December. During
its meetings, the Committee has discussed matters related to its areas of competence and,
specifically, has carried out the following actions:

1.- Internal Audit. According to the provisions of the Bylaws and the Board Regulations,
the Audit and Control Committee supervises the internal audit function of the Group.
Accordingly, its competencies include receiving information periodically about its activities
and protecting the independence and efficacy of its work, and to check that the senior
management takes into account the conclusions and recommendations of its reports.

In accordance with the former obligations, in each of the sessions of the Audit and Control
Committee, the Head of Internal Audit of Realia has submitted and explained one or
several reports on different aspects related to the activity of the company or its Group’s
companies. The members of the Committee have taken note of the incidences or risks
detected and have proposed to the Board of Directors the corresponding corrective
measures.
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2.- Self-evaluation. During the first session in 2015, the Committee assessed its own
performance during 2015, analyzed the different matters discussed, the meetings held and
the rest of circumstances related to its activity, in accordance with the provisions of article
44 of the Board Regulations.

3.- External auditor. The Audit and Control Committee, in its session held on 11 May 2015,
unanimously agreed to propose to the Board of Directors the appointment of DELOITTE,
S.L. for the purpose of conducting the external audit for 2015, as well as the interim six-
month review (June 2015).

On the other hand, the Board of Directors, on the same session held on 11 May 2015,
approved the proposal made by the Audit and Control Committee and unanimously
agreed to include the re-election of Deloitte, S.L. as account auditors of the Company and
its Consolidated Group in the agenda of the General Shareholders’ Meeting of 2015.

Deloitte, S.L. was the external auditor of Realia Business, S.A. and the companies in its
Group in 2015, in accordance with the provisions of article 44 of the Board Regulations,
according to which the Audit and Control Committee will favor the auditor of the Group to
assume the responsibility of auditing the companies of the Group.

During the Committee meetings in February and July 2015, the external auditor provided
detailed information on the audit work done. On those dates, the Committee, assisted by
the auditor, analyzed the audit reports corresponding to the individual financial
statements and the consolidated financial statements of 2014, and the interim six-month
review of June 2015, respectively. In view of this analysis, it reported to the Board of
Directors, according to article 44 of the Board Regulations, on the accuracy and reliability
of the financial statements, both individual and consolidated, and the management report,
as well as the financial information that is periodically communicated to the markets.

Lastly, in its meeting held in February 2015, the Committee issued a report on the
Independence of the external auditor, and issued a favorable opinion on it, and expressed
its views on the valuation of additional services other than the legal audit, and on the rest
of the aspects contemplated in the Board Regulations.

4.- Financial information. The Audit and Control Committee has paid special attention to
the review and analysis, before the Board of Directors conducts its own analysis, of the
individual and consolidated group financial statements, of the interim quarterly
information and the financial information corresponding to the first semester of 2015,
before being communicated to the markets. In its sessions held on 11 May and 10
November 2015, the Audit and Control Committee issued a favorable opinion to the Board
on the financial information related to the first and third quarters, respectively, to be sent
to the markets.

Regarding the Annual Accounts and the Management Report for the year 2014, the
Committee, in its meeting held on 27 February 2015, after having analyzed in depth the
external auditor’s report, which was issued unqualified, reported favorably to the Board
on their accuracy and reliability.
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Lastly, on 29 June 2015, after the interim review of the external auditor, it reported
favorably to the Board on the financial information corresponding to the first semester of
2015.

5.- Internal control and risk management systems. In its session of February 2015, the
Audit and Control Committee analyzed the description of the main characteristics of the
internal control and risk management systems related to the process of publication of the
financial information contained in the Annual Corporate Governance Report for 2014, and
issued a favorable opinion to the Board on said information.

The conclusion from this analysis is that the Realia Group has developed a risk
management system that takes into account both the technical characteristics of the
Group and those of the environments in which it carries out its activities at an economic,
geographical and regulatory level. The system is based upon three pillars:

a) an organizational structure implemented by the Group’s Chief Executive Officer, by
delegation from the Board of Directors, which clearly specifies the functional roles and
duties;

b) a framework for the identification, quantification and evaluation of the risks that
may affect the Group; and

c) aresponse to the risks identified, supervised by the Audit and Control Committee.

The Group’s risk management system is implemented at a corporate level, and its purpose
is to operate in an integral and continuous manner.

On the other hand, in July 2015 the Committee analyzed the external report issued by the
auditor on money laundering and terrorism financing prevention, before submitting it to
the Board of Directors, to which it proposed the actions that had to be carried out to
repair the incidences detected in the report. In December, it proposed to the Board the
approval of the changes introduced in the Group’s Internal Manual on this matter.

APPOINTMENTS AND COMPENSATION COMMITTEE:

(..

Regarding its activities during the year, the Committee met on six (6) occasions during
2015, in January, February, May, October and November. During these meetings, the
Committee discussed matters related to its different areas of competence and, specifically,
carried out the following actions:

1.- Review of salary costs. In its first meeting of the year, the Appointment and
Remuneration Committee analyzes the total amount of salary costs during the previous
year and establishes the total amount for the current year.

2.- Self-evaluation. During the first meeting of 2015, the Committee evaluated its own
performance during 2014, analyzed the matters discussed, the meetings held and the rest
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of circumstances related to its activity, in accordance with the provisions of article 45 of
the Board Regulations.

3.- Evaluation of the Chairman of the Board and the Chief Executive Officer of the
company. During the first session of the Appointment and Remuneration Committee in
2015, it evaluated the performance of the then Chairman of the Board and Chief Executive
Officer of the company, Mr. Ignacio Bayon Mariné, according to the provisions of article
41.6 of the Board Regulations.

4.- Verification of the Annual Corporate Governance Report. In its February 2015 meeting,
the Committee issued a favorable report, in as far as it affected matters within its
competence, of the Annual Corporate Governance Report of 2014, approved by the Board
of Directors in its meeting held on 27 February 2015.

5.- Formal preparation of the Board of Directors remuneration policy. In compliance with
the provisions of article 529r, section 2 of the Limited Liabilities Company Law, the
Committee prepared a report on the Board of Directors remuneration policy, to be
submitted to the Board for its approval.

6.- Succession of the Chairman and Chief Executive Officer of the Company. After the
resignation of the Executive Chairman, Mr. Ignacio Bayén Mariné on 6 October 2015, the
Board of Directors on that same date agreed unanimously to appoint Mr. Juan Rodriguez
Torres as Non-Executive Chairman of the Company. In accordance with article 45 of the
Board Regulations, the proposal for this appointment was made by the Appointment and
Remuneration Committee on its meeting held on the same date, 6 October 2015. In the
analysis of the profile and suitability of Mr. Rodriguez Torres, the Committee considered
that he had the knowledge, experience and skills needed to perform the role of Non-
Executive Chairman, under the terms and conditions of the relevant laws and regulations.
The new Chairman also took on the presidency of the Executive Committee.

Additionally, with the resignation of Mr. Baydn Mariné the company also lost its Chief
Executive Officer, and therefore the Board of Directors, in its meeting of 9 October,
appointed Mr. Gerardo Kuri Kaufmann as Chairman of the Board and Chief Executive
Officer. This appointment was also proposed by the Appointment and Remuneration
Committee which, after analyzing his suitability, considered that he had the adequate
knowledge, experience and skills to perform the duties of the company’s Chief Executive
Officer, and will allow to continue its operation and to take on the path towards fulfilling
the goals set in the most efficient way for the creation of value.

7.- Renewal of the Board of Directors. In its session of February 2015, the Committee
reported favorably on the appointment of Mr. Eliseo Laguna Martin to replace Mr. Antonio
Zafra Jiménez as individual representative of the then director Participaciones y Cartera de
Inversién, S.L. Additionally, during the same session, the Committee proposed the
appointment by co-optation of Mr. Gerardo Kuri Kaufmann, in order to fill the vacancy
existing after the resignation of Mr. Rafael Montes Sanchez. The Board of Directors
approved the proposal during its session held on the same date, 27 February.

In May, the Committee proposed to the Board the submission during the next General
Shareholders’ Meeting of the ratification and re-election of Mr. Gerardo Kuri Kaufmann as
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a proprietary director appointed by Fomento de Construcciones y Contratas, S.A. The
Board of Directors approved the proposal in its meeting held on 11 May.

Lastly, in October the Committee proposed the appointment by co-optation of Mr. Juan
Rodriguez Torres and Mr. Carlos Manuel Jarque Uribe to fill the vacancies caused by the
resignation of Mr. Ignacio Bayén Mariné and Mr. ifiigo Aldaz Barrera. The Board of
Directors approved these appointments on its meeting of 6 October.

E.3) Indicate the main risks that may influence the achievement of the business
goals.

e) Solvency risk. -

As of December 31, 2015, the net financial debt of the REALIA Group amounted to 1,132.1
million Euros. Taking into account that debt and the value of the Group’s assets, the
company’s Loan to Value ratio (LTV) amounts to 56.4 %.

During 2015, the Group generated an EBIDTA of 40.5 million Euros, thus covering the
servicing of the debt.

As of the end of 2015, the working capital is positive by 124.2 million Euros.
2. Market risks. -

The passing of time in the profound property and financial sector crisis is showing some
signs of recovery in the market; for some geographic areas, there is an excess demand
over supply. However, there is still a lot of residual product in the market which must be
absorbed with time, and in these cases, price adjustments are still present, with the
corresponding impact on product margins. Realia thinks the market will recover, although
slowly and selectively.

Regarding the rental market, there is a slight recovery of the demand for rental space, rent
prices are stabilized and incentives to rent, demanded by tenants, are diminishing. On the
other hand, 2015 was a record year in terms of investment activity in the residential
property segment.

All of these factors may influence the valuation of land, finished housing units and
property assets.

For all these reasons, Realia believes it must focus its efforts on the creation of value in the
property management area, in which it holds a privileged position, thanks to its

exceptional property portfolio. However, it must not lose sight of the potential value
creation expected to arise in the residential property area.

3. Economic risks. -
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It is attempted to control these risks through acquisitions, through detailed analyses of the
transactions, reviewing and predicting the problems which may arise in the future, and
proposing potential solutions. In disinvestments, the main risk is the non-collection of the
amounts agreed upon in the contracts, as a consequence of the non-compliance by the
buyers. These risks are controlled through the establishment of guarantees of all types

which would allow, if necessary, to collect the full price or to recover the property sold.

4. Legal and fiscal risks. -

The activities of the group are subject to legal and fiscal provisions, and urban
development requirements. Local, regional, national and European administrations may
impose sanctions in case of non-compliance with these rules and requirements.

A change in the legal and fiscal environment may affect the overall planning of the Group’s
activities. The group monitors, analyzes and, if required, takes the necessary measures,

through its corresponding internal departments.

The risks associated to compliance of the specific legislation include the following:

a) Judicial and extrajudicial claims. -

Realia’s activity might give rise to judicial actions being taken regarding the materials used
or the finishing of the properties, even resulting from the actions of third parties
contracted by Realia (architects, engineers, constructors and construction subcontractors).

In order to mitigate this risk, the company underwrites construction insurance policies,
mandatory for real estate developers, before handing over the houses to their buyers,
Furthermore, all work contracts include an agreement for the withholding of 5% on every
certification issued by the contractors, to respond to the fulfiiment of its obligations and,
specifically, of the defects observed at the provisional reception and the cost of repairs
resulting from the poor construction or defective acceptance of the works or installations
during the warranty period, after the date of provisional acceptance of the works.
Furthermore, during the work execution, Realia technicians will monitor the works to
ensure that they are taking place according to the plan.

b) Realia’s liabilities resulting from the actions of its contractors or subcontractors. -

It may be the case that the contractors contracted by Realia do not fulfil their duties, are
delayed in their deliveries or go through financial difficulties that prevent them from
meeting the deadlines agreed upon in the contracts, so that Realia may have to incur in
new expenses to meet its commitments with third parties, in order to reduce this risk, and
considering the current economic crisis, work execution contracts have been limited to

contractors of known solvency.

5. Risks related to Money Laundering and Terrorism Financing Prevention. -
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These risks are controlled through the prevention and control system the Group has
implemented, according to the applicable legislation, and supported by the corresponding
Manual that describes the internal rules related to this subject, and the Control,
Information and Communication Department that keeps relationships both with the
employees of the Company and the Prevention Services. In 2010, on the occasion of the
new Law on the Prevention of Money Laundering and Financing of Terrorism, they carried
out an update of all procedures implemented. The Manual is updated annually to adapt its
wording to new legislation or the recommendations proposed by the independent expert.

As every year, in 2015 the company has been subject to annual audit by an independent
expert established by law, of which the absence of significant risks for the company is clear

on the prevention of money laundering and currency violations.

6. Risks related to Personal Data Protection. -

These risks are controlled through special standard clauses included in the contracts
according to the different circumstances which, in complying with the rule regulating this
subject, may limit or even extinguish any type of liability of Realia Business S.A.
Furthermore, the REALIA Group has Data Bases registered in the Data Protection Agency,
which incorporate the necessary security measures, and a person who is in charge of data
protection.

In fiscal year 2015 the company has submitted to the biennial audit by an independent
expert that Law establishes.

7. Risks related to Consumer and User Protection. -

The Group meets the demands of the different national and regional regulations regarding
consumers and users. In fact, it has specific contract templates for the Autonomous
Communities with specific legislation on this matter. Furthermore, the Group has the
policy of responding to all possible claims from official consumer bodies, in a spirit of
conciliation and reparation.

Additionally, Realia Business S.A. has equipped itself with a number of tools to ensure
ethical behavior, the most relevant of which, excluding the money laundering prevention

measures described above, are the following:

The Internal Code of Conduct was approved on April 27, 2007 by the Board of Directors of

Realia, and it focuses on matters related to the Stock Markets. The Internal Code of
Conduct determines the criteria for the behavior and action that must be followed, and
the processing, use and dissemination of relevant information, to promote transparency in
its activities and the appropriate investor information and protection. The Regulation is
applied at least to the Managers and Directors of the REALIA Group, external advisors and
the personnel of the Stock Market and Investor Relations Departments.

The Ethical Code was approved in November 2010 by the Board of Directors of the

Company. Its main purpose is to establish the criteria for the conduct of the managers and
employees of the Realia Group. This Code is mandatory, and establishes the values that
must guide the actions in the Group, and expects from its employees honest, righteous
and transparent behavior, in line with the principles contained therein.
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The PRINEX System is a global business solution that combines the functionalities of
universal business management software and the advantages of an ERP tailor made for
real estate companies. It ensures ethical conduct by allowing the commercial area to
identify clients who have conducted fraudulent transactions in the past, thus avoiding to
do business with them.

79



