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Objective of the Appendix  

This document discloses additional information to the Annual Corporate Governance Report 
required under Law 31/1985, regulating the basic rules on governing bodies of savings banks, 
that is not set out in that Report, prepared in accordance with Circular 2/2005. 

The inclusion of such information is not specifically set forth in any of the sections of the 
Annual Corporate Governance Report model, which was approved through Circular 2/2005. 
Consequently, the additional information required under the amendments introduced through 
the Revised Law 31/1985 is included below. 

Additional information 

A) Members and duties of the Welfare Projects Committee 

Article 36 quarter of Legislative Decree 1/2008, approving the revised Catalan Savings Banks 
Law, in the wording provided by Decree Law 5/2010, requires savings banks to create a social 
welfare committee in order to safeguard the social welfare mandate of such institutions. 
Furthermore, the composition and operating guidelines of these committees must be laid out in 
the pertinent regulations. 
Pending the creation of such regulations, Caixa d’Estalvis i Pensiones de Barcelona has 
established a Welfare Projects Committee, the composition and duties of which are disclosed in 
section A.2.36 of the Annual Corporate Governance Report. 
 
 
B) Conflicts of interest with the entity's social welfare mandate, as reported by the 

members of the governing body 

The members of the governing body of "la Caixa" have not reported any conflicts of interest 
with respect to the Entity's social welfare mandate. 
 
 
 
C) Internal control over financial reporting 

 
1. Entity's Control Environment 
 
Indicate the existence of at least the following components, describing their main characteristics: 

 
1.1. The bodies and/or functions responsible for: (i) the existence and regular updating of a 
suitable, effective ICFR; (ii) its implementation; and (iii) its monitoring. 
 
The Board of Directors of "la Caixa" has formally assumed responsibility for ensuring the 
existence of a suitable, effective ICFR and has delegated powers to the Entity’s Finance 
Department to design, implement and monitor the same. 
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The Control Committee is charged with monitoring ICFR. Its monitoring activity seeks to 
ensure its continued effectiveness by gathering sufficient evidence of its correct design and 
operation.  
 
The Entity has been notified of this role and an internal, classified Code has been drafted and 
approved by the Management Committee, to develop Internal Control over Financial 
Reporting. 
 
 
1.2. The existence or otherwise of the following components, especially in connection with 
the financial reporting process: 
 
 Departments and/or mechanisms in charge of: (i)  designing and reviewing the 

organizational structure; (ii) defining clear lines of responsibility and authority, with an 
appropriate distribution of tasks and functions; and (iii) deploying procedures so this 
structure is communicated effectively throughout the company, with particular regard to 
the financial reporting process. 
 
"la Caixa"’s Board of Directors has entrusted its Executive Committee and Appointments 
and Remuneration Committee with reviewing the organizational structure and the lines of 
responsibility and authority at the Entity. The Organization and Quality business area 
designs the organizational structure of "la Caixa" and proposes to the Entity’s governing 
bodies any suitable changes. According to the organizational changes proposed, the 
Human Resources Department proposes/verifies appointments to carry out the 
responsibilities identified. 
 
The lines of responsibility and authority for drawing up the Entity’s financial information 
are clearly defined. It also has a comprehensive plan which includes, among other issues, 
the allocation of tasks, key dates and the various revisions to be carried out by each of the 
hierarchical levels. The above-mentioned lines of authority and responsibility have been 
duly documented and all of those people taking part in the financial reporting process 
have been informed. 
 
We would note that all “la Caixa” Group entities subject to ICFR act in a coordinated 
manner. In this regard, the above-mentioned Internal Regulations enable the Entity to 
disseminate its ICFR methodology groupwide. 
 
 

  Code of conduct, approving body, dissemination and instruction, principles and values 
covered (stating whether it makes specific reference to record keeping and financial 
reporting), body in charge of investigating breaches and proposing corrective or 
disciplinary action. 
 
The Code of Business Conduct and Ethics, which has been approved by the Board of 
Directors, sets out the core ethical values and principles that guide its conduct and govern 
the actions of all employees, executives and officers. The Code is available to all 
employees in the Compliance section of the Entity’s intranet. 
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The ethical values and principles outlined in the Code are as follows: compliance with the 
law, respect, integrity, transparency, excellence, professionalism, confidentiality and social 
responsibility.  
 
Employee notifications of breaches of the Code are taken before the Regulatory 
Compliance Unit, which shall receive them, study them and arrive at a solution while 
safeguarding the confidentiality of the sender.  The Unit shall also propose corrective or 
disciplinary action.  
 
The Entity also has in place a Code of Conduct on Matters Relating to the Securities 
Market, which has been approved by the Board of Directors. 
 
Its objective is to set out the rules governing the Entity's actions as well as its 
administrative bodies, employees and representatives, in accordance with the Securities 
Market Law and the corresponding implementing regulations. In addition, this Code of 
Conduct sets out the Entity’s conflict of interest policy, in accordance with the above-
referenced legislation. 
 
With the overall purpose of promoting transparency in the markets and  protecting, at all 
times, the legitimate interests of investors.  
 
The Code is available to all employees on the Regulatory Compliance section of the 
Entity’s intranet and all employees to which it applies must adhere to it. 
 
 The following aspects are covered in the Regulation: 
 • Scope of application and control and compliance structure. 
 • Transactions performed on their own account by concerned persons. 
 • Treatment of privileged information and material information.  
 • General duties and separate areas. 
 • Market abuse and reporting suspicious operations. 
 • Conflicts of interest. 
 • Treasury shares.  
 • Depository of collective investment institutions and pension funds. 
 
The Monitoring Committee is charged with analyzing any breaches and imposing 
corresponding corrective measures or disciplinary action. 
 
 

 ‘Whistle-blowing’ channel, for the reporting to the Audit Committee of any irregularities 
of a financial or accounting nature, as well as breaches of the code of conduct and 
malpractice within the organization, stating whether reports made through this channel 
are confidential. 
 
Compliance with the Code of Business Conduct and Ethics by all Covered Parties ensures that 
they respect the values, principles and rules of the Code, in their professional interactions 
within the Entity and their external relations with shareholders, customers, suppliers and 
society in general.  
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Potential breaches of the Code or any other improper or irregular conduct can be 
reported via confidential internal channels.  
 
At present the Entity is setting up a confidential whistle-blowing channel whereby 
employees are able to report to the Control Committee any irregularities of a financial or 
accounting nature. 
 

 Training and refresher courses for personnel involved in preparing and reviewing 
financial information or evaluating ICFR, which address, at least, accounting rules, 
auditing, internal control and risk management. 
 
The Entity and its subsidiaries offering an ongoing accounting and financial plan which is 
adapted to the requirements inherent in the job and responsibilities of personnel involved 
in preparing and reviewing financial information.  
 
In 2011 training courses, which were mostly external, focused on the following areas:
  
- Accounting 
- Audit 
- Internal control 
- Legal/Fiscal 
- Risk management  

 
The various courses were aimed at personnel in the Finance, Audit, Internal Control and 
Regulatory Compliance Departments and the General Secretary’s Office as well as 
members of the Entity’s senior management.   
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2. Assessment of Financial Information Risk 
 
The company should report on the following at least: 
 
2.1. The main characteristics of the risk identification process, including risks of error or fraud, 
stating whether: 
 

 The process exists and is documented. 
 The process covers all financial reporting objectives (existence and occurrence; 

completeness; valuation; presentation, disclosure and comparability; and rights and 
obligations), is updated and with what frequency. 

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

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

 Which of the company’s governing bodies is responsible for overseeing the process. 
 

As indicated in the internal regulations which govern Internal Control over Financial Reporting, 
at least once a year, in collaboration with the different areas that have processes that affect the 
generation of financial information, the main risks (including fraud) that may undermine the 
reliability of that information are identified. The control activities designed to mitigate these risks 
are also identified. The Entity therefore has a clearly established and documented process of 
identifying and assessing risks inherent in the financial information and rolled out this process in 
2012. 
 
The risk identification process takes into account both routine transactions as well as less 
frequent transactions which are potentially more complex. 
 
The Entity also has a communication and analysis procedure in place at the various business 
areas involved in these corporate transactions and operations, which identify the pertinent 
accounting and financial effects. The scope of consolidation is reviewed monthly. 
 
The impact of risks on the reliability of the reporting of financial information is analyzed in each 
of the processes entailed in its preparation. The governing and management bodies receive 
periodic information on the main risks inherent in the financial information. The Control 
Committee oversees the financial risk assessment process as well as the internal control 
mechanisms. 
 
In this regard, the Group has not entered into any transactions via complex corporate structures 
or special purpose vehicles since 2009.   
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3. Control activities 
 
Indicate the existence of at least the following components, describing their main characteristics: 
 
3.1. Procedures for reviewing and authorizing the financial information and description of ICFR 
to be disclosed to the markets, stating who is responsible in each case; documentation and flow 
charts of activities and controls (including those addressing the risk of fraud) for each type of 
transaction that may materially affect the financial statements, including procedures for the 
closing of accounts and for the separate review of critical judgments, estimates, evaluations and 
projections. 
 
The Entity's Finance Department is responsible for reporting, preparing and reviewing all 
financial information.  It requires the various business areas to collaborate in ensuring that the 
financial information submitted is sufficiently detailed. 
 
Financial information is the cornerstone of the control and decision-making process of the 
Entity’s senior governing bodies and Management.  
 
The reporting and review of all financial information hinges on suitable human and technical 
resources which enable the Entity to disclose accurate, truthful and understandable information 
on its transactions in compliance with applicable standards.  
 
In particular, the professional experience of the personnel involved in reviewing and authorizing 
the financial information is of a suitable standard and all are appointed in light of their knowledge 
and experience in accounting, audit or risk management. Likewise, by establishing control 
mechanisms, the technical measures and IT systems ensure that the financial information is 
reliable and complete. Also, the financial information is monitored by the various hierarchical 
levels in the Finance Department and, where applicable, double check with other business areas. 
Finally, the key financial information disclosed to the market is approved by the highest-ranking 
governing bodies (the Board of Directors and the Control Committee) and the Entity’s 
management. 
 
The Entity has in place control and monitoring mechanisms for the various levels of financial 
information it compiles:  
 

- The first control level is carried out by the various business areas which generate the 
financial information. This is intended to guarantee that the items are correctly accounted 
for. 

- The second control level is the business area Intervention Unit.  Its basic function is to 
ensure accounting control concerning the business applications managed by the Entity’s 
different business units, which help validate and ensure that the applications work 
correctly and adhere to defined accounting circuits, generally accepted accounting 
principles and applicable accounting regulations. 
 
The accounting control duties and responsibilities in these two control levels are outlined 
in an internal regulation.  
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There are various monthly revision procedures in place such as a comparative analysis of  
actual and forecast performance, indicators of changes in business and the financial 
position. 
 

- Finally, the third control level corresponds to the ICFR function which assesses whether 
the practices and processes in place at the Entity ensure the reliability of the financial 
information and compliance with applicable regulations. It specifically evaluates whether 
the financial information reported by the various business areas and entities comprising 
the "la Caixa" Group comply with the following principles:  
 

a) Transactions, facts and other events presented in the financial information exist in 
reality and are recorded at the right time (existence and occurrence).  

b) The information includes all transactions, facts and other events in which the 
entity is the affected party (completeness).  

c) Transactions, facts and other events are recorded and valued in accordance with 
applicable standards (valuation).  

d) Transactions, facts and other events are classified, presented and disclosed in the 
financial information in accordance with applicable standards (presentation, 
disclosure and comparability).  

e) Financial information shows, at the corresponding date, the entity’s rights and 
obligations through the corresponding assets and liabilities, in accordance with 
applicable standards (rights and obligations).  

 
The Internal Audit Department carries out the monitoring functions described in 5.1 and 5.2 
below.  
 
The Entity has in place a process whereby it constantly revises all documentation concerning the 
activities carried out, any risks inherent in reporting the financial information and the controls 
needed to mitigate critical risks.  This ensures that all documentation is complete and up-to-date. 
 
All activities and controls are designed to guarantee that all transactions carried out are correctly 
recorded, valued, presented and itemized.  
 
The preparation of the financial statements requires senior executives to make certain judgments, 
estimates and assumptions in order quantify certain of the assets, liabilities, revenues, expenses 
and obligations shown in them. These estimates are based on the best information available at 
the date the financial statements are prepared, using generally-accepted methods and techniques 
and observable and comparable data and assumptions. This year the Entity has carried out the 
following: 
 

- Impairment analysis of certain financial assets 
- Valuation of goodwill 
- Useful life of and impairment losses on other intangible assets and property and 

equipment  
- Measurement of investments in jointly controlled entities and associates  
- Assumptions used in the actuarial calculation of liabilities under insurance contracts and 

post-employment liabilities and commitments  
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- Fair value of certain financial assets and liabilities  
 
The Control Committee must analyze those transactions which are most complex and have the 
greatest impact before approval can be granted by the Board of Directors. 
 
3.2. Internal control policies and procedures for IT systems (including secure access, control of 
changes, system operation, continuity and segregation of duties) giving support to key company 
processes regarding the preparation and publication of financial information. 
 
The IT systems which give support to processes regarding the preparation of financial 
information are subject to internal control policies and procedures which guarantee completeness 
when preparing and publishing financial information. 
 
Specifically there are policies regarding: 
 

 Secure access to information: all "la Caixa" employees are issued their own, unique ID 
and password with which to access the Entity’s IT system. Access to the various 
environments, applications or operating systems is granted according to user type 
(internal or external) in addition to work center and category in the case of internal users. 
 

 Operating and business continuity: the Entity has in place an IT Contingency Plan to deal 
with serious situations to guarantee its IT services are not interrupted. It also has 
strategies in place to enable it to recover information in the shortest time possible. 
 
The Entity obtained BS 25999:2-2007 certification for its business continuity program 
from the British Standards Institution (BSI).  The certificate accredits: 
 

o The Entity's commitment to continuity.  
o The existence of business continuity management best practices. 
o  The existence of a cyclical process aimed at continuous improvement.  

 
 Segregation of duties: A number of employees with clearly defined and segregated duties 

participate in developing and operating the financial information systems. Personnel in 
the financial department are responsible for defining requirements and final validation 
tests before any system can be rolled out. The IT department is responsible for the 
following duties:  

o The project leaders are in charge of functional analysis, project management, 
operations and ongoing management and integration tests.  

o The development teams comprise personnel from collaborating companies who 
design, build and test the IT systems while at all times following the development 
methodologies defined by the Entity. Requests to access information to resolve 
incidents must be authorized internally. 

o The IT systems business area operates those IT systems which require prior 
authorization to access the systems managed.  This access, which is only granted 
for a few hours along with a password, upholds the unequivocal relationship with 
the real user who has requested it and any action carried out is duly audited. 

 
 Change management: the Entity has in place various mechanisms and policies to avoid 

any possible failures caused by updates or changes to IT systems. The Change 
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Committees ensure that the change management regulations are complied with and the 
process objectives are met. These include being in possession of all information regarding 
changes (planning, nature, parties affected, implementation plan) to assess and determine 
how the service will be affected. They must also be in possession of global information 
regarding any changes to be carried out and identify any risk conflicts.   
 

 Incident management: the main objective of the policies and procedures in place is to 
resolve any incidents in the shortest time possible.  
 
Incidents are managed efficiently when risks are correctly assessed, prioritized and 
monitored according to their urgency; communication times are reduced and problems 
identified along with proposals on how these can be improved. 
 
An incident progress report and proposed improvements are reported regularly to the 
Entity’s Incident Committee and management. 
 

 
3.3. Internal control policies and procedures for overseeing the management of outsourced 
activities, and of the appraisal, calculation or valuation services commissioned from independent 
experts, when these may materially affect the financial statements. 
 
The "la Caixa" Group has a procurement and commissioning policy in place to ensure 
transparent and rigorous compliance with the legally established framework.  The relationship 
between the "la Caixa" Group and its collaborating entities is predicated on these principles. 
 
All of the processes carried out between Group entities and suppliers are managed and recorded 
by programs which include all activities.  
 
The Efficiency Committee ensures that the budget is applied in accordance with internal 
regulations. 
 
The procurement and commissioning policy is detailed in the internal regulations which mainly 
regulate processes regarding:  
 

• Drawing up, approving, managing and settling the budget 
• Applying the budget: procurement and commissioning 
• Paying invoices  
 

Also, the Procurement Department is the collegiate body of the Efficiency Committee which 
ratifies all resolutions agreed by the Spending Committees and their respective business 
areas/subsidiaries which entail or could entail future procurement obligations or services and 
investment contracts.  The Code of Business Conduct and Ethics stipulates that goods must be 
purchased and services engaged objectively and transparently, avoiding situations that could 
affect the objectiveness of the people involved; therefore auctions and budget requests are 
acceptable procurement methods according to the Procurement Department.  A minimum of 
three tenders from suppliers must be submitted. 
 
The Entity has in place internal control policies to supervise all outsourced activities and designs 
and establishes controls to monitor all outsourced services which may have an impact on 
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accounting records. These include overseeing services, deliveries and managing incidents and 
discrepancies. 
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4. Information and communication  
 
Indicate the existence of at least the following components, describing their main characteristics: 
 
4.1. A specific function in charge of defining and maintaining accounting policies (accounting 
policies area or department) and settling doubts or disputes over their interpretation, which is in 
regular communication with the team in charge of operations, as well as a manual of accounting 
policies regularly updated and communicated to all the company’s operating units. 
 
The Accounting business area – Accounting Circuits, which reports to the Finance Department, 
is responsible for defining the Entity’s accounting policy. This policy is based on and 
documented according to the characteristics of the product/transaction defined by the business 
areas involved and, applicable accounting regulations, which specifies the creation or amendment 
of an accounting circuit. The various documents comprising an accounting circuit explain in 
detail all the likely events which could affect the contract or transaction and describes the key 
features of the operating procedures, tax regulations and applicable accounting criteria and 
principles.   
 
This business area is charged with resolving any accounting queries not included in the circuit 
and any queries as to its interpretation. Additions and amendments to the accounting circuits are 
reported immediately and can be consulted on the Entity’s intranet. 
 
Accounting criteria are constantly updated in line with new contract types or transactions or any 
regulatory changes. 
 
4.2. Mechanisms in standard format for the capture and preparation of financial information, 
which are applied and used in all units within the entity or group, and support its main financial 
statements and accompanying notes as well as disclosures concerning ICFR. 
 
The Entity has in place various mechanisms for the capture and preparation of financial 
information based on tools which it has developed internally.  In order to ensure the 
completeness, standardization and correct functioning of these mechanisms, the Entity has 
upgraded its applications. It is currently reviewing and updating its applications to adapt them to 
future needs. 
 
 
The Group has specialized, top-of-the-range tools with which to draw up its consolidated 
information. Both "la Caixa" and other Group entities use mechanisms in standard format to 
capture, analyze and prepare financial information.  
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5. Monitoring 
 
Indicate the existence of at least the following components, describing their main characteristics: 
 
5.1. The monitoring activities undertaken by the Audit Committee and whether the Entity has an 
internal audit function whose competencies include supporting the audit committee in its role of 
monitoring the internal control system, including ICFR. 
A description of the scope of the ICFR assessment conducted in the year and the procedure for 
the person in charge to communicate its findings. State also whether the company has an action 
plan specifying corrective measures for any flaws detected, and whether it has taken stock of their 
potential impact on its financial information. 
 
The duties of the Control Committee include those related to overseeing the process for 
preparing and submitting regular financial information as described in section D.4. 
 
These activities include: 

 Approval of an annual internal audit report and those responsible for carrying it out.  
 Assessment of the conclusions of the audits carried out and the impact on financial 

information, where applicable. 
 Constant monitoring of corrective action. 

 
The Entity has an internal audit function which is governed by the principles contained in the 
Internal Audit Regulations approved by the Executive Committee.  The mission of the Internal 
Audit is to oversee the process for preparing and submitting regular financial accounting 
information and the effectiveness of the Entity’s internal control systems, internal audit and risk 
management system. For a full description of the functions of the internal audit see section E.7. 
  
Internal Audit has a specialist team which reviews the operating processes of the Finance area, 
which is responsible for preparing the Entity’s financial and accounting information. The Internal 
Audit’s annual plan includes a multiyear review of the risks and controls in financial reporting for 
all auditing work where these risks are relevant.   
 
Internal Audit assessed its ICFR at December 31, 2011, focusing on revising the application of 
the framework defined in the document “Internal Control over Financial Reporting in Listed 
Companies” published by the CNMV which sets out the voluntary good principles for internal 
control over financial reporting.  
 
Also, in accordance with its annual plan, in 2011 Internal Audit revised the following processes 
which affect the preparation and presentation of financial information: a valuation of property 
acquired from individuals and developers as payment for debts and the effectiveness of the 
controls concerning the financial statements to be submitted to the Bank of Spain.   
 
The Control Committee and senior management will be informed of the results of the ICFR 
assessment. These reports also include an action plan detailing corrective measures, their 
importance in relation to mitigating risks in financial information and the timeframe for resolving 
these. 
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5.2. Indicate whether there is a discussion procedure whereby the auditor (pursuant to TAS), the 
internal audit function and other experts can report any significant internal control weaknesses 
encountered during their review of the financial statements or other assignments, to the 
company’s senior management and its audit committee or board of directors.  State also whether 
the entity has an action plan to correct or mitigate the weaknesses found. 
 
The Entity has in place a discussion procedure with its auditor. Senior management is kept 
permanently informed of the conclusions reached during the review of the financial statements 
and the Audit Committee receives information from the auditor who attends Committee 
meetings, on the auditing plan, the preliminary conclusions reached concerning publication of the 
financial statements and the final conclusions as well as, if applicable, any weaknesses 
encountered in the internal control system, prior to preparing the financial statements. Also, 
when reviewing the interim financial information, the Audit Committee shall be informed of the 
work carried out and the conclusions reached. 
 
In addition, Internal Audit reviews conclude with the issue of a report evaluating the relevant 
risks and the effectiveness of internal control of the processes and the transactions analyzed. It 
also evaluates the possible control weaknesses and shortcomings and formulates 
recommendations to correct them and to mitigate inherent risk. 
 
Internal Audit reports are sent to senior management.  
 
Internal Audit constantly monitors compliance with the recommendations regarding critical and 
high risk weaknesses and every six months follows up all prevailing recommendations.  
 
The Control Committee and senior management are informed of this information as well as all 
relevant incidents identified in the Audit reviews. 
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6. External auditor’s report  
 
Report on the following: 
 
6.1. State whether the ICFR information supplied to the market has been reviewed by the 
external auditor, in which case the corresponding report should be attached. If it has not, the 
reasons for the absence of this review should be stated. 
 
See the external auditors' report attached to the Annual Corporate Governance Report. 
 
 


