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the CEO
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The 2022 fiscal year was marked by geopolitical tensions, especially in the wake of Russia’s in-
vasion of Ukraine in February, a conflict that has led to one of the largest refugee crises in Europe
since the World War Il and a generalised rise in prices across the eurozone.

The economic uncertainty arising from this
conflict, coupled with rising inflation, has led
to successive interest rate hikes by major
central banks as a tool to combat inflation.

Consequently, the rise in interest rates and,
in particular, the Euribor, has led to a genera-
lised rise in lending rates since the beginning
of autumn 2022, affecting both new produc-
tion and revisions of variable rate loans. In ad-
dition, market forecasts suggest that interest
rates may continue to rise, affecting the vo-
lume of sales and purchases, new loan origi-
nations, as well as the payment behaviour of
the portfolio’s customers, who are affected
by increased cost of living and, where appli-
cable, by the foreseeable increase in instal-
ments on variable rate loans.

In this context, in 2022, the UCI Group for-
malised new production amounting to EUR
839 million.

Our positioning as experts in the markets in
which we operate has enabled us to maintain
a significant presence in the financing of sus-
tainable housing and in the refurbishment of
the residential stock on the Iberian Peninsula.

Financial autonomy

In terms of financial autonomy, in 2022 the
UCI Group conducted two major operations.
First, in March 2022, we reopened the Euro-
pean RMBS market, shortly after the Russian
invasion of Ukraine, with the Prado X Fund,
backed by S6S million euros of prime resi-
dential mortgages originated in Spain, the
largest securitisation transaction of the Prado
series since 2015; and the Belém Il transac-
tion, backed by mortgages originated in Por-
tugal, was carried out just after the summer.

Also in 2022, we improved the quality of
the balance sheet and RWAs with the Elca-
no transaction, the UCI Group’s first sale of
non-performing assets.

First beneficiary of ELENA funds

As an entity committed to sustainability, the
Sustainability and Rehabilitation Division
was created in 2022 to further promote this
line of business, as well as UCI's ESG com-
mitments.

Our commitment to the decarbonisation of
the residential stock has been endorsed by
the European Commission and the European
Investment Bank (EIB), which in June provi-
ded UCI with €2.6m for the development of
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the RER Plan (Residential Energy Rehabili-
tation), making us the first Spanish financial
institution to benefit from ELENA (European
Local Energy Assistance) funds.

UCI's commitment to ESG criteria is also re-
flected in our social action, with a special fo-
cus on financial education and the inclusion
of people with intellectual disabilities, in part-
nership with Fundacién PRODIS. In addition,
UCI and our partners provided more than
20,000 euros in aid for Ukrainian refugees.

Information and data security

It is worth noting that information and data
security has emerged as one of UCI’s top prio-
rities. Thus, the work of the company’s teams
has enabled us to obtain the ISO 27001 certi-
fication awarded by AENOR, which accredits
our Information Security Management Sys-
tem.

Promoting life projects

Naturally, we have remained true to our pro-
mise to continue to stand by our customers
and, as we did during the pandemic, to help
those most affected by the economic hards-
hip associated with rate increases.

In terms of human resources management,
we have obtained, for the third consecutive
year, the ‘Great Place To Work’ certification
in Spain and Portugal, which has also been
nominated for the Best Work Places.

In 2022, the new Equality Plan 2022-2026
was also presented, with the aim of guaran-
teeing and promoting equal treatment and
opportunities in a real and effective way

among all UCI staff, as well as to foster a cul-
ture of inclusion and respect for the balance
between personal and professional life.

Finally, to adapt the company’s headquarters
to the new ways of working that have emer-
ged after the pandemic, we are moving our
corporate headquarters to a new sustainable
building built to Leed and Well standards to
achieve the highest levels of energy efficien-
cy, sustainability and employee wellbeing.
Temporarily, pending completion of the new
headquarters, a provisional move has been
made to the Ombu building, which is close to
both the old and the new premises.

The 2023 fiscal year has begun with an eco-
nomic and social scenario similar to that ex-
perienced in 2022, where we will rely on our
specialisation, commitment to sustainability,
quality of service and the support of our sha-
reholders as the basis for our business deve-
lopment.

In April 2023, the European Investment Bank
(EIB), in conjunction with the European In-
vestment Fund (EIF) and the Instituto de
Crédito Oficial (ICO), once again supported
UCI's sustainability strategy by investing
in the RMBS Green Prado Xl securitisation
fund, which is structured through the securi-
tisation of a portfolio of residential mortgages
originated in Spain for an amount of 490 mi-
llion euros.

On a personal note, and after more than
thirty years in the service of this company,
in 2023, in application of the resolutions of
the Board of Directors of last March, once the
appropriate confirmations have been recei-
ved from the regulator, | shall pass the baton
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to Pedro Megre, who will assume the func-
tions of CEO of UCI EFC and the UCI Group,
and Philippe Laporte, as Deputy CEO, while
Gregoire Delloye will take over the General
Management of UCI Portugal. Following the
completion of the handover process, | will re-
main involved with the UCI Group as Strate-
gic Advisor to the Board, in parallel with my
duties as Chairman of the EMF (European
Mortgage Federation) for the period of 2023
and 2024.

| would like to end this letter by thanking the
various UCI stakeholders for the support |
have received over the years in my role as
CEO, especially all the company’s employees
and the members of the Board of Directors,
and to congratulate Pedro, Philippe and Gre-
goire on their appointments and wish them
every success.

| hope that this report will be of interest to
you.

Kind regards

Roberto Colomer
General Director

UCI

Scan me to access
the CEQ’s video

Letter from the CEO
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UCI in numbers

Outstanding Consolidated Market Default Rate
Balance Production Share UCI group

10,236M€  839M€ (-6%)  0.96% 1.5%

Green Production and Rehabilitation business

gielr].72M€ 312 Green operations
@ 161.90/0 13.19M€ Signed in rehabilitation

R/0

Employees

(0]
57 /O Women
26 320/ Women in Executive
620 . O Committee
Certified Jj Certified
SEP 2022-SEP 2023 JuL 202: -UJGUAI.LZOZI e m p | Oye es
Training hours
+20,000 ™"

Financed households

Financed _ .
households in 2022 Ekomi valuation:

& 3,248 188,134 [t

< 9.78 @492
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Real estate professionals

+2,000
& Real estate

agencies with

whom we

collaborate

Social Commitment
& +76,000€
in donations

Tax contribution

S

2,308 i ianeewinthonaR
Attend fessional
1’286 e\ienrlsees to professiona
736M€ Signed in this channel

—|—3. O O O Beneficiaries
—|—30 O Volunteers

)
-

& 3,888,347.59€
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UCI in numbers

January
> We have participated in the programme
“Tus Finanzas, Tu Futuro’

We have participated, for the seventh conse-
cutive year, in the programme ‘Tus Finanzas,
Tu Futuro’. Together with the Junior Achieve-
ment Foundation and the AEB (Spanish Ban-
king Association), this programme promotes
the financial education among the young.

February

> We launched "Escuela de Liderazgo’

We promote a new learning space to enhan-
ce the management quality of our managers
and executives to lead the challenges of the
future in the new post-covid era.

> Agreement with the Catalonian Govern-
ment (Generalitat)

Together with another 9 entities, we have
formalised a collaboration agreement to faci-
litate financing for residential energetic reha-
bilitation works.

March

> We reopened the European RMBS market
with Prado X, for an amount of S6S million
euros

RMBS Prado X, the largest securitization ope-
ration in the Prado saga since 2015, is UCI’s
fifth issuance since the start of the pandemic
in 2020, preceded by RMBS Green Belém
No.1in Portugal and RMBS Prado VII, VIl and
IX'in Spain.

> We have signed an agreement with the
General Council of Associations of Property
Administrators.

First agreement signed by the Council with a
credit institution for the purpose of facilitating
financing for the rehabilitation of buildings of
residential housing in condominiums.

> We have organised an employees’ dona-
tion campaign for the Ukrainian conflict.

We have collaborated again with the Spanish
Red Cross, in its donation campaign for Ukra-
ine, to help refugees that had arrived in Spain.

April
> We get the ISO 27001 Information Securi-
ty certification from AENOR

AENOR grants the ISO 27001 Information
Security certification, which certifies that
UCI has an Information Security Manage-

ment System in accordance with the UNE-
ISO/IEC 27001:2017 standard.

> We are finalists of the European Securiti-
zation Awards organised by GlobalCapital.

Being finalists of this award evidences the
level of trust and recognition of the brand
RMBS Prado, the risk quality of our mortga-
ges and UCI's ESG commitment.
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May

> Seville hosts the XII edition of Immocidnate,
the largest event for real estate professionals
in Spain

More than 700 real estate professionals meet
in a new edition of Immocidnate held on May
26 and 27 in Seville.

> Inmosolidarios rewards five real estate agen-
cy projects that support Ukrainian refugees

The initiative that annually recognizes the so-
cial action projects of Spanish real estate agen-
cies focused on projects dedicated to suppor-
ting Ukrainian refugees.

> We have signed an agreement with the Con-
sorci of 'Habitatge of the metropolitan area of
Barcelona.

First agreement signed by the Consorci with a
credit institution for the rehabilitation and re-
form of houses and owners’ associations of 35
municipalities surrounding the city of Barcelo-
na.

June

> The EIB and the European Commission pro-
vide UCI with €2.6m to mobilize €46.5m for
energy efficient housing

UCI has become the first Spanish financial ins-
titution to receive the European Local Energy
Assistance (ELENA) programme for the deve-
lopment of its Residential Energy Rehabilita-
tion (RER) project over the next three years.

> We issued '‘CoCos’ for an amount of 22 mi-
llion euros

We made a new issue of perpetual subordina-
ted obligations contingently convertible into
shares, known in the financial world as “Co-
Cos”, for an amount of 22 million euros.

UCI

> We have received the Empowering Women’s
Talent label

We have obtained the prestigious Empowering
Women'’s Talent label es company committed
with the women’s empowerment and leader-
ship, for our commitment in equality, diversity
and inclusion policies.

July

> We signed an agreement with the Guild of
Construction Builders from Barcelona and
counties

We will collaborate with the Guild of Cons-
truction Builders of Barcelona and its regions
to promote the rehabilitation and financing
of works in residential buildings in the Ciudad
Condal and its surrounding regions.

September

> We are again a Great Place to Work® For the
third consecutive year we are Great Place to
Work ®

Granted by the consulting firm of the same
name, one of the most prestigious distinctions
at national and international level to the best
employers worldwide.

October
> RMBS Green Belém No.2 was issued in Portu-
gal for €331.2M

Belem No.2 is the second RMBS Portuguese se-
curitisation of UCI Group, which has been laun-
ched following the STS (Simple, Transparent and
Standardized) rules established in the Securiti-
sation Regulation (EU) 2017/2402, and its good
credit quality has been confirmed by the rating
agencies DBRS Morningstar and Fitch Ratings.
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> We have launched the Financial Education pro-
gramme with Prodis Foundation

We approach the Foundation’s students with in-
tellectual disability to the financial education, for
them to acquire knowledge in this matter from
our volunteers.

> We collaborate with Dadoris Foundation

With financial support and protection of two
young university students with high abilities and
demonstrated performance, without economic
resources to follow higher education.

> We have entered into a new agreement with
Spanish Red Cross

To support their residential exclusion prevention
programme.

November
> We have developed the Equality Plan 2022-
2026

With measures and actions aimed to ensure the
gender equality, prevent the sexual harassment
and ensure the awareness and promotion of wo-
men responsibility posts.

> We joined S players in the mortgage market to
promote the ENGAGE consortium

Together with Hypoport BV, European DataWa-
rehouse (EDW), Universita Ca’ Foscari Venezia,
Woonnu B.V. and Dexai-Etica Artificiale, we pro-
mote the ENGAGE project, subsidized by the Eu-
ropean Climate Executive Agency, to address the
challenges of digital transformation and the green
transition identified in the European Green Deal.

> We have signed an agreement with Mutua de
Propietarios Foundation

As part of the ‘Sin Barreras’ program of the Fun-
dacion Mutua de Propietarios, we signed an
agreement to finance works to remove architec-
tural barriers that contribute to improving the ac-
cessibility of properties for people with reduced
mobility or over 65 years old.

> Adhesion to the new Code of Best Practices

In order to offer a series of additional measures to
assist mortgage debtors, and alleviate the impact
of interest rate raises.

> SIRA promotes the first course for real estate
professionals in the metaverse

Our professional development area SIRA (Spa-
nish International Realty Alliance), launches the
first training course on Digital Marketing for real
estate professionals in the metaverse, adapting
to the future and fulfilling its usual commitment
to the sector.

December
> Sale of a portfolio of NPLs of aproximately
200M<€ (Elcano project)

In 2022 we have improved the quality of the ba-
lance, and the RWAs with Elcano project, the first
deal to sell improductive assets by UCI group.

> Our Christmas campaign supports the Empre-
sa programme of Prodis Foundation

We have launched the Christmas campaign for
the purpose of supporting the Empresa program-
me, designed to achieve the access to the labour
market by intellectual disabled people.
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Highlights 2022 2021 Variation
CONSOLIDATED PRODUCTION (M€) 839.0 892.1 -6.0%
LOAN PRODUCTION SPAIN (M) | 6375 706.9 -9.8%
LOAN PRODUCTION PORTUGAL(M) | 2015 185.2 8.8%
Total Consolidated Loans Managed (M€) 10,235.7 10,669.2  -4.1%
BALANCE Spain  4,833.2 @ 5,000.4 -3.3%
BALANCE Portugal | 678.5 897.3 -24.4%
BALANCE Greece| 175.9 190.2 -1.5%
Spanish on Balance Consolidated Placed1I;th§agliC\:}_1)5 4.003.] 42828 _6.5%
Portugal on Balance Consolidated Placed RMBS (Green 5450 298.4 89 6%
Belem 1 & Belem 2)
Ic\l;ieo:cllil)es Under Management (Spain, Portugal and 113.998 117464 .3.0%
N¢ of Solutions (Sales + rentals) Repossessed Homes (*) 1,624 1,487 137
N¢ of Branch Offices (*) 30 31 -1
External Agents (*) 190 198 -8
N¢ of Employees (**) 673 661 12

(*): Spain+Portugal+Greece
(**): with temporary employees and Comprarcasa (Spain and Portugal)
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UCI

Consolidated Financials (IFRS 9y CRD IV in 2020) 2022 2021 | Variation
Gross Margin (M) 126.5 1394 -9.3%
Financial Margin (**) | 128.9  139.6 -1.7%
Comissions Fees and Other Incomes (*) 24 -0.2
General Expenses (M) (€2.6M extraordinary expenses in Q1-22) 52.6 49.6 6.0%
Net Operating Income (M) 739 898 17.7%
Cost of Risk (M) 1289 381  2384%
Including Elcano
Ordinary Profit Before Taxes (M) -54,927 51,72 | -206.2%
Taxes (M) 0,083 22,372
Consolidated Profit (M) 550 295

(*): Deducted Origination Fees (opening- real estate agent- agent)
(**) including capital gain BuyBack 0.83M€ en 12m-22 vs 0 M€ in 12m-21
(***): Including shares (+OK€)

Key Data
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CONSOLIDATED FINANCIALS (IFRS 9y CRD IV in 2020 ) 2022 2021 Variation
Suscribed Capital (M) 305.0 158.0 147.0
Reserves (Tier 1+ annual balance N) (1) (M) 251.8 | 212.0 39.8
TOTAL TIER 1 computable (including AT1) (M) 6024 4774 124.9
TOTAL TIER 2 (Subordinated Debt) (M) 150.0 | 105.0 450
TOTAL Equity Tier1(1) + Tier 2 (M) 7524 | 5824 @ 169.9
% Equity Ratio (Tier 1) (1) (2) n7% | 8.7% 3.0%
% Equity Ratio (Total) (2) 14.6% | 106% @ 4.0%
% ROE -1M.1% 8.4% -19.5%
NPL Loans +90D D without subjective loans (M) 769.1 @ 826.2 -571
NPL subjective loans (M) 604.7 879.9 -275.2

Repossessed Homes Under Management (Spain, Portugal and 4020 4630 610

Greece) (N)

Total Provisions on Loans (M) 281.2 | 362.06 -80.9
Total Provisions Stage 1 8.0 8.2 -0.2
Total Provisions Stage 2 / Specific Monitoring 29.2 36.2 A

Total Provisions Stage 3/ Sfecific without subjective NPL (M) | 189.8 | 2422 | -524

Total provisions specific subjective. Stage 3 (M) 542 | 755 -21.3
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CONSOLIDATED FINANCIALS (IFRS 9y CRD IV in 2020 ) 2022 2021 Variation
Total provisions on repossessed homes (M) 91.2 | 1159 -24.7
Total Provisions 3724 478.0 -105.6
% NPL’s on Loans Managed (Balance Sheet + Securitized) > 90 . .

days Not Including Subjective Non-performing Loans * 1% | 174% 230
%NPL’s Subjective Non-Performing Loans - incl. Ptg+Gre since 591% 895% -233.9
2020

% Global NPL 13.42% | 15.99% -256.9
% Global NPA's 15.48% 18.38% | -290.0
NPL > 90D+Repossessed Homes Coverage (N) 24.0% 278% | -3.8%
%Consolidated Efficiency Ratio 38.6% | 34.5% 4.1%

(1): Non incorporation of the FY-21in Tier 1
(2): RWA Standard version + standard operational risk

Key Data
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Consolidated production (M€)

1.000 T+
8921
800 | 185,198
201,537
600
400
637,461 706,913
200 +
0
2022 2021
u | oan Production Portugal m Loan Production Spain

TotalManaged Loans (M€)

ME
12000 1 10.669 M€
10.236 M€ -4,1% ’

10.000 + 545,009
8.000 + 4003121 428278
6.000 +
4.000 +
2.000 +

0

2022 2021
m Portugal on Balance Placed RMBS m Spain on Balance Placed RMBS m Balance (Sp+Pt+Gre)
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Managed Loans Evolution (M€)

ME

12.000 +
10.913,6

10.235,7

10.000 +

8.000 +

6.000 +

4.000 t

2.000 +

2018 2019 2020 2021 2022

m Placed Securitized Loans (Spain+Portugal) ~ mBalance (SP+PTG+Gre)
New Loan Production Evolution (M€)

M€
1000 T

900 +

+18,3%

800 +

700 +

600 +

500 +

400 1

300 +

200 +

100 +
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Il Production Portugal W Production Espaia
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Training hours (hours/year)

46.524(%)

31.018
25.313(%)
I 23.280(%) 23678(%)
2018 2019 2020 2021 2022

M Formacion E + P +Gr

(*) including new Mortgage regulation cumpolsory training (Spain) since 2019

Employees UCI

800

721 722 718 728 709 720 697 .
700 680 661 673

600
500
400
300
200

100

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

— Plantilla E+P+Gr

Spain + Portugal + Greece + Comprarcasa + Temporary Employees
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INDEPENDENT ASSURANCE REPORT OF THE
CONSOLIDATED NON-FINANCIAL INFORMATION STATEMENT

To the Shareholders of
UCI, S.A.:

In accordance with article 49 of the Commercial Code we have performed a limited assurance
review of the attached Consolidated Non-Financial Information Statement (hereinafter, NFIS) of
UCI, S.A. (hereinafter, the parent Company) and subsidiaries (hereinafter, the Group),
corresponding to the year ended at December 31, 2022, which is part of the Consolidated
Directors Report of the Group.

The content of the NFIS includes additional information to that required by current commercial
regulations on non-financial information, which has not been the subject of our assurance work.
In this regard, our work has been limited exclusively to the verification of the information
identified in section “6.1. Contents Law 11/2018 on Non-Financial Information” included in the
attached NFIS.

Responsibility of the Board of Directors

The preparation of the NFIS included in the Consolidated Directors Report and its content is the
responsibility of the Board of Directors of the parent Company. The NFIS has been prepared in
accordance with the mercantile legislation in force and following the criteria of the Global
Reporting Initiative’s Sustainability Reporting Standards (GRI standards), selected according to
that mentioned for each subject in the table included in the section “6.1. Contents Law 11/2018
on Non-Financial Information” of the accompanying NFIS.

This responsibility also includes the design, implementation and maintenance of internal
controls considered necessary to enable that a preparation of the NFIS free from material
misstatements due to fraud or error.

The parent Company’s Directors are also responsible for defining, implementing, adapting and
maintaining the management systems from which the information necessary for the preparation
of the NFIS is obtained.

Offices in: Alicante, Barcelona, Bilbao, Madrid, Malaga, Valencia, Vigo

Mazars Auditores, S.L.P. Registered address: C/Diputacio, 260 - 08007 Barcelona
House of companies of Barcelona, Volume 30.734, Page 212, Sheet B-180111, Inscription 12, V.A.T. B-61622262



Our Independence and quality control

We have complied with the independence requirements and other ethical requirements of the
Code of Ethics for Professional Accountants issued by the International Ethics Standards Board
for Accountants (IESBA) which is founded on the fundamental principles of integrity, objectivity,
professional competence and diligence, confidentiality and professional conduct.

Our firm applies current international quality standards and consequently maintains a
comprehensive quality control system that includes documented policies and procedures
related to compliance with the applicable ethical requirements, professional standards and legal
and regulatory requirements.

Our multidisciplinary team has included specialists in the review of Non-Financial Information,
and particularly, in economic business performance, social and environmental.

Our responsibility

Our responsibility is to carry out an independent limited assurance review based on the work
performed that refers exclusively to the financial year 2022.

We have conducted our engagement in accordance with the requirements established in the
Revised International Standard on Assurance Engagements 3000 in force, “Assurance
Engagements Other than Audits or Reviews of Historical Financial Information” (Revised NIEA
3000) issued by the International Auditing and Assurance Standards Board (IAASB) of the
International Federation of Accountants (IFAC) and with the Guidelines for Action on
engagements on the verification of the Non-Financial Information Statement issued by the
Spanish Institute of Chartered Accountants.

The procedures performed in a limited assurance engagement vary in nature and in timing and
are less in extent than those performed in a reasonable assurance engagement and, therefore,
the level of assurance obtained is substantially lower.

Our work has consisted of making enquiries to Management, as well as to different units and
areas that the Entity, are responsible for and have participated in the elaboration of the NFIS, in
the review of the processes to gather and validate the information presented in the NFIS and in
the application of certain analytical procedures and sampling review tests, as detailed below:

* Meetings with the Entity’s personnel to know the business model, the policies and the
management approaches applied, the main risks related to these matters and obtain the
necessary information for the external review.

* Analysis of the scope, relevance and integrity of the content included in the NFIS for the
financial year 2022, based on the materiality analysis made by the Company and presented
in section “2.4. Materiality and power of dialogue” and considering the content required by
the mercantile legislation in force.

* Analysis of the processes to gather and validate the data presented in the NFIS for the
financial year 2022.

* Review of the information relating to the risks, the policies and the management approaches
applied with regard to the material aspects presented in the NFIS for the financial year 2022.

* Verification, through tests, based on a sample selection, of the information relating to the
content included in the NFIS for the financial year 2022 and its adequate compilation from
the data provided by the information sources.



* Obtaining a representation letter from the parent Company’s Board of Directors and
Management.

Conclusion

Based on procedures performed in our verification and on evidences obtained, no matter came
to our attention that would lead us to believe that the NFIS of UCI, S.A. and its subsidiaries for
the year ended at December 31, 2022 has not been prepared, in all material respects, in
accordance with the contents established in prevailing Spanish corporate regulations and the
criteria of the selected GRI standards, as well as other criteria described in accordance with that
indicated for each subject on table named “6.1. Contents Law 11/2018 on Non-Financial
Information” of aforementioned Statement.

Emphasis of matter

The Regulation (EU) 2020/852 of the European Parliament and the Council, of 18 June, on the
establishment of a framework to facilitate sustainable investment, establishes the obligation to
disclose the manner and the extent to which the entity’s investments are associated to eligible
economic activities according to the Taxonomy. Accordingly, the parent Company’s directors
have opted for applying criteria that, in their opinion, better enable the compliance with the new
obligation and that are defined in Note “3.1. ‘We greenimise’. E.2 Taxonomy” of the
accompanying NFIS. Our conclusion has not been modified in relation to this matter.

Use and distribution

This report has been prepared in response to the requirement established in the mercantile
legislation in force in Spain, thus it may not be suitable for other purposes or jurisdictions.

Madrid, May 16th, 2023
MAZARS AUDITORES, S.L.P.

[Signed in original]

Oscar Herranz Lépez



Preliminary
clarifications

This consolidated Non-Financial Informa-
tion Statement is part of UCI Group’s Ma-
nagement Report and is separately issued.
With this Sustainability Report UCI reports
its situation, in compliance with article 49
of the Code of Commerce, by virtue of the
modification carried out by Law 11/2018, as
transposition at legal order level of Directive
2014/95/EU, as regards the disclosure of
non-financial information and diversity infor-
mation.

The scope of information and entities inclu-
ded in the perimeter of the Non-Financial
Information Statement corresponds to the
Group Union de Créditos Inmobiliarios S.A.,
Establecimiento Financiero de Crédito, in the
areas of Spain and Portugal, which perimeter
covers 93% of the Group’s employees and
98% of the managed outstanding balance.

In its commitment to reporting non-finan-
cial information, UCI Group opts for elabo-
rating its Report following the criteria of the
UN Global Compact principles, the Agenda
2030 with Sustainable Development Goals
and its three sustainability dimensions: en-
vironmental, social and governance, using
as reference the GRI Standards and with the
requirements established by the Spanish le-
gislation applicable to such matter, as Law
11/2018.

UCI

When elaborating this Report, in turn, Regu-
lation EU 2020/852 related to the European
Taxonomy has been taken into account, in
reference to the classification of economic
activities based on their contribution against
climate change or damage of the environ-
ment.

According to the above, the contents inclu-
ded in this Report follow the principles of
comparability, materiality, relevance and re-
liability, and the information included is pre-
cise, comparable and verifiable.

UCI generates trusting and transparent rela-
tionships with the stakeholders through an
ongoing and proactive dialogue, and thus,
the most relevant sustainable matters with a
greater impact for the company and its value
chain are consulted and analysed, which has
underpinned the consequent reporting of in-
formation.

The present Report has been verified by MA-
ZARS AUDITORES, S.L.P, as independent
verification service provider, in accordance
with the new wording given by Law 11/2018
to the abovementioned article 49 of the
Code of Commerce.

Such verification includes the documentary
verification of information collected in the
present document, as well as the analysis of
the quality of quantitative data used, justif-
ying the coherence of reported information
with results from the analysis of the stake-
holders’ needs and expectations.
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For such purpose, MAZARS AUDITORES,
S.L.P. adopts requirements established in
International Standard on Assurance Enga-
gements 3000 Revised in force, “Assurance
engagements other than audits or reviews of
historical financial information” (ISAE 300
Revised), issued by the International Auditing
and Assurance Standards Board (IAASB) of
the International Federation of Accountants
(IFAC) and with the Guidelines on Verifica-
tion Engagements of the Non-Financial In-
formation Statement, issued by the Spanish
Institute of Chartered Accountants.

Once verified, the Report is approved by the
Board of Directors and the General Sharehol-
ders’ Meeting of UCI.

T Law 11/2018, of 28 December, amending the Code of
Commerce, the consolidated text of Corporate Enterprises
Act, approved by Royal Decree Law 1/2010, of 2 July, and
Law 22/2015, of 20 July, of Audit, concerning non-financial
and diversity information.

2 Directive 2014/95/EU of the European Parliament and
the Council, of 22 October, amending Directive 2013/34/
EU as regards the disclosure of non-financial information
and diversity information by certain large companies and
certain groups.

3 For further detail, consult point 6 with indexes of require-
ments of Law 11/2018 and the GRI Standards.

4 Regulation (EU) 2020/852 of the European Parliament
and the Council, of 18 June, related to the establishment
of a framework to facilitate sustainable investment, and
amending Regulation (EU) 2019/2088..
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[etter from the

UCI

sustainability manager

2022 has been a year marked by events such as the outbreak of the war in Ukraine, escalating
inflation or rate hikes by central banks as an instrument to combat it.

Within this context, one of UCI’'s priorities
has been to promote the transition towards
a more equitable, inclusive and sustainable
future through ESG criteria and the lines of
work set out in our sustainability model. To
this end, since 2022 | have the honour of
heading the Sustainability and Rehabilita-
tion Department to further promote this line
of business, as well as UCI's ESG commit-
ments.

In this sense, in 2022 our green production
has risen to 111 million euros, now represen-
ting 14% of total production, three points
more than in 2021, thanks to the work of our
teams and the collaboration with relevant
stakeholders with whom we have formalized
agreements during the year.

“In 2022 our green production
has risen to 111 million euros,
now representing 14% of total
production. ”

With regard to our environmental impact, E,
without a doubt, one of the most relevant
milestones of the year is having become the
first financial institution to benefit from the
European Local Energy Assistance program-
me promoted by the European Commission
and the European Investment Bank to deve-

lop our RER (Residential Energy Rehabilita-
tion) Plan and promote the rehabilitation of
homes located in Madrid, Barcelona, Valen-
cia and Seuville.

During the year we have also worked to adapt
to new sustainability regulations such as the
EU Taxonomy Regulation, the Sustainable
Finance Disclosure Regulation (SFDR), the
new Directive 2022/2463 or the creation
of the International Sustainability Standards
Board by the IFRS Foundation, among others.

In addition, we have updated our annual
materiality study to meet the requirements
of the new European Corporate Sustainabi-
lity Reporting Directive (CSRD) ahead of its
application in 2024 and the new Consolida-
ted GRI Standards.

With regard to our impact on the social en-
vironment, S, throughout 2022 we focused
on the four key areas of the ‘We accompany
you’ programme: People First, Social Com-
mitment, Customer Centricity and Training
of real estate professionals.
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“ We focused on the four key
areas of the ‘We accompany
you’ programme: People First,
Social Commitment, Customer
Centricity and Training of real
estate professionals.”

Thanks to the participation of 300 volun-
teers, 3000 people have benefitted from the
actions to which 76,000 euros were alloca-
ted.

Furthermore, we have also renewed the
Great Place to Work® cettification that re-
cognizes us as a Great Place to Work for the
third consecutive year, one of the most pres-
tigious distinctions in the field of Human Re-
sources nationally and internationally.

“ We have also renewed the
Great Place to Work® certifi-
cation that recognizes us as
a Great Place to Work for the
third consecutive year”

Finally, with reference to G, one of our priori-
ties is to strengthen the Corporate Governan-
ce framework and enhance its effectiveness,
to meet the objectives we have set ourselves
in this respect. In this sense, in 2022 we de-
fined and updated the framework of policies
and procedures, as well as its internal gover-
nance to strengthen our company’s gover-
nance.

| hope that the reading our Sustainability Re-
port will be of interest to you.

Best regards.

Catia Alves
Sustainability Manager

Scan me to access
the Catia’s video
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1. Meet UCI

We are credit institution with more than 30
years of experience, present in Spain, whe-
re its headquarters are located, Portugal,
Greece and Brazil, expert in house financing.
Since 1989, we have been accompanying
our customers on a personalised basis throu-
ghout the process of acquisition of a house or
of a house-related service.

Our objective is to satisfy the housing de-
mand, through responsible, customised and
sustainable financing solutions. We facilitate
the access to housing, and contribute to re-
newing the property stock to achieve more
sustainable cities, through our mortgages
and products for the housing reform and buil-
ding rehabilitation.

We are pioneers in this matter and are en-
dorsed by our Green commitments with
Sustainalytics and with the European In-
vestment Bank, in addition to our involve-

UCI

ment in key European projects, such as the
RER plan, the Engage project and the Green
Mortgage initiative, led by the European
Mortgage Federation (EMF).

We reinforce the sustainable financing busi-
ness for the building rehabilitation with the
creation, from the beginning of 2023, of the
Sustainability and Rehabilitation Manage-
ment, in order to boost the rehabilitation of
the property stock under energy efficiency
criteria and respect of the environment.

UCl is a synonym of transparency, quality, ac-
cessibility and closeness. For us, the custo-
mer always at the heart, and we offer a bes-
poke service, according to their needs.

1.1 Our organisational structure

(1) Consolidation Rule: Accounting wise,
UCI S.A.is consolidated throught the
equity - related method with both
shareholders. This concerns its
shareholders’ P&L and their balance
sheet. In terms of capital requirements,
UCI Group’s balance sheet is
proportionally intergrated, S0% with both
shareholders. This impacts in principle
only its shareholders’ equity
requirements.

50% & Santander
40%
10% BNP PARIBAS

Union de Créditos Inmobiliarios S.A.,
E.F.C. s a Financial Credit Entity,
autorised and supervised by the Bank of
Spain

Retama Real Estate, S.A.U. (Spain)
100% UCIS.A.

Unidn de Créditos Inmobiliari A., UCI Spain
Establ iento Financiero de Crédito

100% UCIS.A. UCI Portugal Branch

Retama Greece Branch

Retama Portuguese Branch

UCI Senvicios para
Profesionales Inmobiliarios S.A. (Spain)

Comprarcada Rede de Sercigos
Inmobilidrios S.S. (Portugal)

99,9% UCIS.A.

UCI - Mediagcao de Seguros
Unipessoal LDA (Portugal)

100% UCIS.A.

ing Brasil LTDA
ast Companhia Promotora, UCI, SA.,
99% U

A, ) ’
0,01% Retama Real Estate S.A.U. S0%UClHolding BraslLTDA

UCI Greece Creditand Loan
Receivables Servicing Company

100% UCIS.A.

Sustantibility Report 31



UCI

2. Our sustainability model

2.1. Environment and Sustainability

The financial year 2022 has been marked by
a series of events, such as the war of Ukrai-
ne, the pandemic not completely overcome,
the inflation, the economic situation, the rise
of rates, which have created an uncertain en-
vironment. All this implies a prudential deci-
sion-making, responsible with the business
and with the stakeholders and the ongoing
adaptation and improvement of the teams
to make progress in complex situations that
also offer opportunities of change and contri-
bute to the progress of the society in general.
Accordingly, with our business activity and
social commitments, we aim to boost an in-
clusive and sustainable growth, also adapted
to the regulation in general and in particular
to sustainability standards that are having a
great impact in the organisations’ manage-
ment. Among this regulation, we note the
following:

The European Union Taxonomy Regulation,
which has entailed a change, extending the
matters to be reported.

With the entry into force of the Disclosure
Regulation (Sustainable Finance Disclosu-
re Regulation or SFDR), progress has been
made in transparency, as it allows investors
to decide in which among the actually sustai-
nable products they could invest. The invest-
ment in sustainability is no longer disruptive,
but demands a series of requirements to
stand out.

The new Directive 2022/2464 (also known
as CSRD for Corporate Sustainability Repor-

ting Directive), published at the end of 2022,
has demonstrated that the coming move-
ments go towards an increasingly responsi-
ble and demanding direction, together with
the standards published by the EFRAG that
serve as guidelines to implement the new re-
porting Directive.

We cannot forget the modification of the
Global Reporting Initiative (GRI) standards,
which have been updated to face all this re-
gulatory transformation and its consequent
sustainability needs.

The new Proposal of the Due Diligence Di-
rective points to a new direction, promoting
the transparency and marking increasingly
sustainable behaviours in the companies and
in their supply chain.

The creation of the International Sustainabi-
lity Standards Board by the IFRS Foundation
stands out as international development, as
it has been born with the idea of routing the
financial markets in ESG matters, even be-
yond the EU.

The war of Ukraine has marked one of the
devastations this year, and has required a re-
vision of energy policies at European level to
prevent the dependence from the invading
country, with the REPowerEU Plan.

At State level, there is an increasing ESG re-
gulation to achieve a greater involvement by
the citizenship and the companies, which
implies having a governing structure to allow
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the adaptation to the environment and the
integration of sustainability at all levels within
the organisation.

2.2. Governing system
and sustainability
management

At UCI, we have action frameworks and po-
licies that guarantee responsible and sus-
tainable behaviours in what we do as orga-
nisation, and assessing our impact over the
people and the planet.

Since 2021, we have the Sustainability Ma-
nagement which, on January 2023, incor-
porates the business line of Sustainable
Rehabilitation of Buildings to boost a more
sustainable business model that complies
with our purpose to decarbonise the proper-
ty stock in the Iberian peninsula. It also rein-
forces our commitments with the European
Investment Banks (EIB) and Sustainalytics,
in addition to the Agenda 2030: the United
Nations Sustainable Development Goals
(SDG), the Paris Agreement and the Global
Compact Principles. Additionally, it has other
areas of action for the design of the Sustai-
nability strategy, the ESG framework and the
social action plan.

Since January 2023, this management is in-
corporated to UCI’s Steering Committee and
directly reports to the entity’s CEO, which
favours the design of more sustainable, res-
ponsible and transversal strategies.

UCI

Frame of action

Our business activity and social commit-
ments are developed taking into account
sustainability regulations, the internal regu-
latory framework and international initiatives
related to the sustainable development. Our
internal framework is made up of action poli-
cies and principles that allow us to adopt res-
ponsible behaviours in the integration of the
ESG criteria.
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Policies guiding the integration of sustainability in our actions

Sustainability Policy

It defines the general sustainability principles and the commitments with out
stakeholders to create value at the long term.

Code of Ethics

It established a set of principles and guidelines of conduct, aimed to guarantee
the ethical and responsible behaviour of all UCI employees in the development
of their activity.

Environmental Risk
Management Policy

It specifies criteria and procedures to be followed in relation to the granting
of loans for property assets ( real state sector ) that could have a greatest
environmental impact.

Diversity Policy

It includes objectives, principles and actions to guarantee the diversity and
inclusive culture in the organisation.

Consumer
protection policy

It details the 9 general principles that must govern the relationship with out
customers to respect their interests and inherent rights.
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Other policies supporting our ESG strategy

Information
secutiry policy

It includes the main lines of action to guarantee the confidentiality,
competeness and availability of UCI Group’s information.

Anticorruption and
antibribery policy

It identifies the most common cases of corruption and how to proceed in such
situations.

General Conflicts of
Interest Policy

It establishes guidelines to prevent and manage conflicts of interest that could
derive from activities developed by UCI Group’s employees, board members
and entities.

Supplier Contracting
Procedure

It establishes the general framework in relation to the selection, control and
monitoring of the service suppliers, as well as the quality assesment.

Social Action Policy

It defined lines of action for donations made in the UCI group, both economic
or inkind donationes, or through volunteering.
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2.3. Our ESG commitment

Our activity focuses on the decarbonisation purpose of caring for people and the planet,
of the Spanish and Portuguese property we design our ESG framework with clear
stock to transform our cities and make our commitments.

houses energetically efficient, and to reduce
CO2 emissions to the atmosphere. For the

Our ESG commitment

Create value for stakeholders, incorporating ESG criteria in new business lines

> Minimise the impact of our activities in the environment and boost the
E decarbonisation of the housing stock through sustainable financing and
rehabilitation.

> Support the development of a more sustainable and caring society, promoting the
S customer satisfaction, and inclusive growth, and supporting the creation of diverse
and talented teams.

> Integrate a responsible management through a framework of actiones with well
G defined policies and procedures, listening to our stakeholders and with a prudential
risk management.

Environment
We greenimise

Minimise the impact of our own
activities over the environment

Social
We accompany

People First

Financial social engagement
Customer centric

Training of the Iberian real
state sector

Governance
We comply

Responsible,
transpaent and ethical
management

Sustainable business:
Creation of sustainable
products, sustainable origination
and sustainable funding
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2.4. Materiality and power of dialogue

Dialogue with the stakeholders

At UCI, we establish an ongoing dialogue with
our stakeholders to generate long-term rela-
tionships based on trust and transparency, to
create shared value.

This dialogue allow us to:

«Analyse and integrate the new expectations
and needs of our customers, employees, sha-
reholders, investors and other stakeholders.

*Respond in a transparent manner to their
demands for information on the entity’s sus-
tainability and ESG matters.

«Develop and innovate with products that
respond to our customers’ sustainable and
responsible financing needs.

-ldentify emerging risks and opportunities for
the business through the stakeholders’ parti-
cipation in the materiality study of the entity.

We additionally participate in national and
European forums and working groups to con-
tribute to sustainable initiatives and projects.
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Customers

Stakeholders

Most significant relationship channels

Commercial channels

Line with Credit

UCI your web

Ekomi

Quality surveys

Customer care service

Employees

Annual survey Great Place to Work

Performance appraisal

Whistleblowing channel

Corporate news channels

Satisfaction surveys

Real estate
professionals

Commercial network

Professional events

Real estate barometer

Quality service surveys

Shareholders and
investors

Board of Directors

Securitisation Roadshows

Investor questionnaires

Meetings with investors

Society

Participation in events

Social media

Corporate websites

Meetings with NGOs and Foundations
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Materiality study. New approach from
the impact analysis

In 2022, we have updated the annual mate-
riality study for the purpose of carrying out
an exercise of approach to the requirements
of the new European of Corporate Sustaina-
bility Reporting Directive (CSRD), ahead of
its application in 2024, and to the new Con-
solidated GRI Standards, applicable from
January 2023.

Methodology

The methodology used has evolved from an
approach of relevance to an approach of im-
pact, in line with the current reporting and
sustainability management trends.

The work was carried out in three phases:

1. Identification of the material issues from a
doble vision: impact of issues over the com-
pany and the people and the planet, based
on the analysis of documentation and of an
internal working group.

At this phase, 51 internal sources and 33 ex-
ternal sources have been reviewed, in order
to detect recurrent issues that affect UCl and
in which, as entity, we impact our stakehol-
ders.

This was followed by the creation of an in-
ternal working group made up of 17 people
from UCI Spain and UCI Portugal, distributed
in two sessions, to identify and validate pos-
sible material issues and impacts.

UCI

Based on the analysis of information, 10 ma-
terial issues and 21 sub-issues were identi-
fied which, after the sessions with the wor-
king group, were adjusted to 10 issues and 18
sub-issues.

2. As a novelty, the impact approach has
been incorporated. In order to give priority
to impacts over the business and the stake-
holders, the surveys annually carried out with
the main stakeholders have evolved.

«Impact over the business: specific survey to
the Steering Committee for the purpose of
assessing the impact of material issues in the
business development, with a current vision
and evolution at the mid and long term.

«Impact over stakeholders: the new approach
of external consultations has allowed eviden-
cing how stakeholders, both in Spain and in
Portugal, assess UCI’'s impact over issues
identified in their daily relationship with the
entity, with a current vision and evolution at
the mid and long term.

As a whole, S66 consultations have been
made to internal and external stakeholders:

« 6 members of the Steering Committee

« 255 employees (Spain and Portugal)

« 233 customers (Spain)

« 53 financial consultants (Spain and Portu-
gal)

- 8 real estate professionals (Spain)

« 11 suppliers - Managing entities (Spain)

3. Construction of the matrix with the conso-
lidation of global results and an analysis of the
evolution of issues at the mid and long term.
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The matrix includes the following:
a) Two new axes:

« Impact over business: impact of issues in
the development of the company’s activity,
understood as the ability to implement its
strategic lines and achieve its objectives.

+ Impact over stakeholders with regard to
sustainability matters.

b) Results both from consultations on iden-
tified issues and on impact of issues at mid
and long term.

IMPACT OVER STAKEHOLDERS

It has been classified as very high impact
when the score is 90% or more, high in a sco-
pe from 80% to 89%, and medium when it is
below 807%.

Impact:

Very high: > 90%
High: 80 - 89%
Medium: < 80%

IMPACT OVER THE BUSINESS

IS Dimension ESG Total
Framework Impact

1. Sustainable and
responsible financial
products

2. Carbon footprint and
environmental impact

3. People first

4. Customer engagement

S. Social
engagement

6. Professionalisation and
diversification of the real
estate sector

7. Corporate governance
and values

-term value creation

9. Security, transparency
and reporting

10. Prudential risk
management

Climate change

Carbon footprint

People first

Customer engagement

Social engagement

Professionalisation and
diversification of the real
estate sector

Corporate governance
and values

Code and values

Security, transparency
and reporting

Prudential risk
management
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On this occasion, the matrix is presented with 10 relevant issues: for their valuation in consulta-

tions, the sub-issues that comprise them were included and are described below.

Issues Sub-issues

1. Sustainable and
responsible financial
products

2. Carbon footprint and
environmental impact

3. People first

4. Customer
engagement

S. Social Commitment

6. Professionalisation
and diversification of
the real estate sector

7. Corporate governance
and values

8. Long-term value
creation

9. Security,
transparency and
reporting

10. Prudential risk
management

Purchase and sustainable
reform of houses

Sustainable rehabilitation of
the property stock

Carbon footprint

Environmental management

Talent and training

Diversity, equality and
inclusion

Health and wellbeing

Customer satisfaction and
experience

Accompaniment of financial
consultants

Investment in social projects

Training of real estate
professionals

Corporate governance

Responsible management of
stakeholders

Business strategy

Digital transformation

Data protection and
cybersecurity

Transparent dialogue

and clear language with
stakeholders

Prudential risk management
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The main conclusions from this analysis have
been the following:

1. The three issues with the highest impact
valuation for UCI and its stakeholders belong
to the Social and Governance categories:
People First (91%), Security, transparency
and reporting (91%) and Customer Engage-
ment (90%).

2. The issues of Prudential Risk Management,
Corporate Governance and Values, Sustai-
nable financial products and Long-term va-
lue creation are the four matters that record
a greater impact for the business than for
stakeholders.

3. Although all material issues obtain a high
consolidated valuation above 75%, one of the
issues is at a medium impact level, and is the
Social Commitment.

The main conclusions per consulted group:

1. The material issue within the top 3 of im-
pact for a larger number of consulted stake-
holders is the long-term value creation. The
employees, financial consultants and mana-
ging entities are the groups that rate this is-
sue most highly.

2. Security, transparency and reporting are
among the most prominent issues for three
of the stakeholders, with special impact over
customers.

3. The issue customer engagement is also
a priority for three stakeholders, with the hi-
ghest valuations among real estate profes-
sionals.

m Stakeholders

Top 3
1ssues Directors Customers Employees
Prudential Security,
1 risk transparency | People first
management | and reporting
: Customer Long-term
2 People first value
engagement ;
creatuion
Long-term Social Security,
3 value transparency

. engagement
creatuion SRS

® Environmental

and reportin

® Social

Managing
Entities
(Suppliers)

Real Estate
Professionals

Finanical
Consultants

Professionalisation
and diversification
of the real estate
sector

Long-
term value
creatuion

Corporate
governance
and values

Long-
term value
creatuion

Customer
engagement

Customer
engagement

Sustainable
and Sustainable
responsible and responsible
financial financial products
products

Security,
transparency
and reporting

@® Governance
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Evolution of issues at mid and long term

In 2022, as novelty, the surveys made to stake-
holders have introduced the vision of the evolu-
tion of the impact of issues at the mid and long
term. The surveys requested selecting the S
sub-issues that would be considered to increase
in impact in following S years.

The main conclusions have been the following:
1. Customer satisfaction and experience is again

the sub-issue most frequently noted by stakehol-
ders.

UCI

2. Environmental sub-issues with focus on the
purchase, reform and rehabilitation with sustai-
nability criteria are considered to increase in im-
pact.

3. Other issues that will increase their impact to
a greater extent in the future, according to the
stakeholders, are those related to the people ma-
nagement, in particular talent and training.

Finally, the existing correlation between ESG axes, material issues and both priority and interre-

lated SDGs are included below.

Priority SDGs

Environmental

Interrelated SDGs

Transversal

Associated material issues SDGs

Sustainable and responsible

financial products

Social

Governance

Carbon footprint and social
impact

People First

Customer engagement

Social engagement

Professionalisation and
diversification of the real estate
sector

Corporate governance and
values

Long-term value creation

Security, transparency and
reporting

Prudential risk management
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2.5. Contribution to the Agenda 2030

At UCI, we want to contribute to the transfor-
mation of our world and achieve a sustainable
future for everyone.

With our activity, we generate value, promote
quality of life in the communities where we ope-

rate, and promote our support to the global cha-
llenges faced by us on a daily basis.

Priority and interrelated SDGs:

Priority SDGs

We commit to the Agenda 2030, and thus in-
tegrate in our business the Sustainable Develo-
pment Goals to contribute to their progress and
align it with our ESG framework and with projects
and initiatives carried out by us in the entity.

UCI contributes directly @
with its activity and
commitments

Interrelated SDGs

UCI contributes directly o
and/or indirectly
through projects and

specific initiatives

Transversal SDGs

Present in all SDGs to °
which UCI contributes
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Integration in the business:

Goals to which UCI contributes

4.3 Ensure equal access for all women and men to
affordable quality technical,

vocational and tertiary education, including
university

UCI

Main initiatives

Aprendizandome: ongoing leaming ecosystem in which
each collaborator decides the
format and theme for its development.

Leadership School: space designed for the company’s
leaders, with themes of conduct,
key areas and styles.

SIRA: attract, train and contribute to the development of
the best real estate professionals, to stand out in the sec-
tor for their abilities, ethical commitment and quality
service.

“We accompany” Programme: financial training to young
people through the initiatives “Tus Finanzas, Tu Futuro’
(Junior Achievement) and Scholarships for extraordinary
talent without resources (Dadoris Foundation).

8.5 Achieve full and productive employment and
decent work for all women and men,

including for young people and persons with disabi-
lities, and equal pay for work of

equal value

8.8 Protect labour rights and promote safe and
secure working environments of all
workers

8.10 Strengthen the capacity of domestic financial
institutions to encourage and to

expand access to banking, insurance and financial
services

Wellbeing Ecosystem - Cuidate: a framework for proactive
action and continuous improvement in health promotion
and wellbeing.

Work organisation model: a new model for hybrid te-
lework.

Agreements with EEC: contracting material and services
for the employment of intellectually disabled people.

Customer relationship model: based on responsible pur-
chases, free choice, in-depth understanding of products
and services to be contracted and accompaniment at
every stage of the customers life

10.2 Empower and promote the social, economic
and political inclusion of all

irespective of age, sex, disability, race, ethnicity,
origin, religion or economic or other

status.

10.3 Ensure equal opportunity and reduce inequali-
ties of outcome.

5.5 Ensure women'’s full and effective participation
and equal opportunities for

q jeadership at all levels of decision-making in
political, economic, and public life.

“We accompany”: support in educational programmes
for the inclusion of disabled people, to programmes for the
prevention of residential exclusion and energy donation
campaigns.

Equality plan: new Plan to guarantee and promote the
equality of treatment and

opportunities among everyone and Protocol against
harassment.

Adherence to the initiative “Business for a society free of
gender-based violence”.

Adherence to Empowering Women'’s Talent: programme
to develop the women’s empowerment and leadership.
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Goals to which UCI contributes

Main initiatives

7.2 Increase substantially the share of renewable
energy in the global energy mix

7.3 Double the global rate of improvement in energy
efficiency

11.1 Ensure access for all to adequate, safe and
affordable housing and basic senices, and upgrade
slums

11.3 Enhance inclusive and sustainable urbanization
and capacities for participatory, integrated and sus-
tainable human settlement planning and manage-
ment in all countries

12.2 Achieve sustainable management and effi-
cient use of natural resources

12.5 Substantially reduce waste generation through
prevention, reduction, recycling, and reuse

12.6 Encourage companies, especially large and
trans-national companies, to adopt sustainable
practices and to integrate sustainability information
into their reporting cycle

12.8 Ensure that people everywhere have the
relevant information and awareness for sustainable
development and lifestyles in harmony with nature

13.1 Strengthen resilience and adaptive capacity to
climate related hazards and natural disasters in all
countries

13.3 Improve education, awareness raising and
human and institutional capacity on climate change
mitigation, adaptation, impact reduction, and early
warning

Green Products: green mortgage (acquisition
and self-construction), SUMA Green
(Purchase plus reform) and photovoltaic
financing

RER Plan: Residential Energetic Rehabilita-
tion Plan in order to promote savings and
energy efficient buildings, providing the ne-
cessary financing and senices to Owners’
Associations

ENGAGE for ESG activation investments:
the objective is to meet the data and
financing needs for the decarbonisation of
the European housing stock

EIB commitments and Sustainalytics: green
production commitments under the criteria
set by the European Investment Bank and
Sustainalytics that have a positive impact in
the Green Asset Ratio and in goals

Green bonds: RMBS Green Belém 1and FT
RMBS Prado Vil

Environmental management system: under
the standards of ISO 14001 and with the
support from Greemko to measure our car-
bon footprint, we work to minimise the
environmental impact and to comply with
legal requirements and the needs of our
stakeholders
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Goals to which UCI contributes

16.5 Substantially reduce corruption and
bribery in all their forms

16.6 Develop effective, accountable and trans-
parent institutions at all levels

16.7 Ensure responsive, inclusive, participatory
and representative decision-making at
all levels

UCI

Main initiatives

Policies and Code of Conduct which regulate
UClI activity and behavours to guarantee

a responsible and ethical management of the
company

Cero tolerance of corruption and fraud: criminal
prevention system and money laundering pre-
vention

Active listening and value creation for stakehol-
ders

Security of information: ISO 27002 certificate
Promotion and assurance of a responsible

advertising and communication of
products and seices

17.17 Encourage and promote effective public,
public-private and civil society partnerships,
building on the experience and resourcing
strategies of partnerships.

We participate in national and international
initiatives and projects. The list of alliances is
included as Annex 3 to the report.
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3. We support the sustainable

transition
3.1. ‘We greenimise’

E.O Introduction

Greenization is our contribution to the planet.
They are actions adopted by us to generate a po-
sitive impact in the fight against climate change
and to accelerate the awareness towards ener-
getically efficient homes. We greenimise also
means being responsible with our stakeholders
in this path and, therefore, we promote the pro-
gress towards the sustainability in their business
model.

Fighting climate change is one of our lines of ac-
tion main in the environmental axis. At UCI, we
know that the fight against climate change and
global warming must be a priority, and thus our
business model includes sustainable and res-
ponsible financial products both for the acquisi-
tion and reform of houses and for the rehabilita-
tion of buildings as base of our strategy.

Directly related to the above is the environmental
need to reduce the carbon footprint and to main-
tain the global temperature by 1.5¢C, which is a
key point to the COP27 held this year, which has
highlighted the step to “the implementation”.

At UCI, we have already taken this step and our
dimensions of the ESG framework also include
as main activity the control of the carbon foo-
tprint, with measures such as the management
of the environmental footprint, the use of a cir-
cular economy and a sustainable consumption
of resources.

Our commitment with the sustainability and with
all these matters is reflected in the entity’s ESG
framework and in the group’s Sustainability Poli-

cy, as a sample of our intention to contribute to
the development of a more sustainable economy
and financial system and as accelerator of change.

In the financial year 2022, we have not dedicated
resources to the prevention of environmental ris-
ks, but are working in the incorporation of energy
and environmental factors in the Continuity Ma-
nagement System. At 2022 closing, the Consoli-
dated Annual Accounts do not include any item
for environmental provisions or guarantees.

At UCI, we deal with our environmental mana-
gement with the responsibility to operate in the
most respectful manner with the environment,
taking the necessary measures to mitigate our
environmental impact. We have to continue ma-
king progresses in environmental management
to adapt it to the principle of precaution.

Finally, given the entity’s activity and the geo-
graphic areas of business, our operations do not
affect protected areas, and therefore we do not
have any measure to preserve or restore the bio-
diversity.

Related material matters:

Issues: Sustainable and responsible financial
products and carbon footprint and environmental
impact.

Sub-issues: Products for the purchase and reno-
vation of housing with sustainability and energy
efficiency criteria; Financing for the sustainable
rehabilitation of the property stock; Reduction
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of the carbon footprint; Waste management and SDGs to which it contributes:
sustainable consumption of resources; Business
strategy for the long-term value creation.
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E.1 Financing the fight against climate

change
Business lines through sustainable and res-
ponsible products

At UCI, we want to protect the environment and
care for people, to achieve a more sustainable
and fairer world. For such purpose, we commit to
the value creation integrating ESG criteria in our
business lines, and to also support our stakehol-
ders in this path.

We develop our business in a sustainable man-
ner, with three pillars to reach it: the creation of
sustainable products, a supporting origination
and an endorsing funding.

We finance the fight against climate change
through Green products, focused on the acquisi-
tion and reform of energetically efficient houses
and launch a fully new business line with an in-
novating model: the sustainable rehabilitation of
buildings.

Green Products

As credit institution, we have the responsibility
to offer products committed with the environ-
ment that meet the energy efficiency challenge
and the sustainability. We therefore promote our
Green products.

Since 2018, we participate in the European pro-
gramme as one of the credit institutions of the
Green Mortgage initiative, led by the European
Mortgage Federation (EMF) and, since 2021,
within the EMF, we lead the Taxonomy working
group, which objective is to align the standards of
the EEML (Energy Efficient Mortgage Label) with
the European Union taxonomy.

>

Mortgage Vive Green

The mortgage that benefits
the client and the planet.
With the acquisition of a
house with energy
efficiency A, special
financing conditions are
obtained.

'd

'l\\

Sum Green

Purchase + Reformin a
single loan. If energy
efficiency is improved by
30%, better financia
conditions are available
according to the final
energy certificate.

L

Self-development
mortgage. Build a
customised house and
benefits from the
advantages of our Green
solutions.

S0 ___ Sustantibility Report



UCI

Our progress in Green production:

2022
+Spain: 10.27% of total production.

Self-construction B
Self-construction A 3 mill. € (4.76%)
5 mill. € (7.82%) |

Acquisiton A
12 mill. € (20.21%) — Acquisiton B

27 mill. € (44.89%)

Rehabilitation
13 mill. € (22.27%)

«Portugal: 26.27% of total production.

Self-construction B

. 0 mill. € (0.94%)
Self-construction A |

4 mill. € (7.61%)

T

Acquisiton A
21 mill. € (39.41%) —— __ Acquisiton B

27 mill. € (52.04%)
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2021
«Spain: 9.2% of total production.

SUMA
Self-construction A 1mill. € (216%)
3 mill. € (5.67%) \ |

Self-construction B
4 mill. € (6.22%)

Rehabilitation
9 mill. € (15.94%) — Acquisiton B

28 mill. € (47.50%)

Acquisiton A
13 mill. € (22,49%)

+Portugal: 17.9% of total production.

Self-construction B
2 mill. € (6.53%) N

Self-construction A ——
2 mill. € (7.46%)

Acquisiton B

Acquisiton A — 16 mill. € (48.42%)

12 mill. € (37.59%)

“= +10.87% +46.37%

ww» Regarding 2021 Regarding 2021
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Sustainable Rehabilitation and Ecosystems

Sustainable Rehabilitation and Ecosystems

At UCI, we are pursuing more than just finan-
cing through mortgages: we commit and dare to
dream with the rehabilitation. We have analysed
the current situation, studying the market, and
have found a need in the society and the environ-
ment, which has led us to find our purpose: De-
carbonise the property stock.

Rehabilitation of
homeowners’
associations

Building rehabilitation loans
to customers who apply for
refurbishment through
associated partners.

In this sense, we highlight two projects:

Residential Energy Rehabilitation Plan (RER)

On May 2022, at UCI, we have entered into an
agreement with the European Investment Banks
by means of which, through the funds of the ELE-
NA programme, a joint initiative of the EIB and
the European Committee, we have launched the
RER Plan.

Itis a Residential Energy Rehabilitation plan which
objective is to promote the savings and energy
efficiency of buildings, facilitating financing and
the necessary services to Owners’ associations

UCI

We have therefore decided to go for a disruptive
business, incorporating innovating tools and part-
ners at supranational level. This allows us to offer
the best option for what is already a reality: the
energy improvement of the world where we live.

Personal loans
for reforms

Loan to finance
refurbishment works,
reforms, energy efficiency
improvements, renovation
of community facilities or
new community elements.

to carry out the necessary improvement works
to achieve it, always using the digitalisation and
technology as added-value strategic element.
This project focuses on the decarbonisation of
the Spanish property stock, mainly in the cities of
Madrid, Valencia, Barcelona and Seuville.

We want to simplify a process that may initially
seem complex. This project is born with the idea
of simplifying the procedure for all players and
people involved in the estates’ rehabilitation: Ow-
ners’ associations, Property Administrators and
Administrations in charge of granting the perti-
nent grants to carry out such works.
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For such purpose, we take to the rehabilitation
world the model of success we have applied to
mortgages for 30 years and continue placing cus-
tomer at the centre, accompanying them throu-
ghout process with expert and specialist advice.
This programme will allow us to mobilise, in three
years, 46.5 million Euros in eligible rehabilita-
tion investment, which implies reforming around
3,720 houses until 2024 and savings of up to
1,765 tons of CO2 per year.

ENGAGE for ESG activation investments

Also in 2022, we have signed an agreement as
beneficiaries in the ENGAGE Project for ESG
activation investments, together with other
consortium members from different European
countries, who constitute a reference in the fi-
nancial, university and legal world: Hypoport BV,
Universita Ca’ Foscari Venezia, Woonnu B.V. and
Dexai-Etica Artificiale.

It is a three-year project that has received a grant
from the European Climate, Infrastructures and
Environment Executive Agency (CINEA-Euro-
pean Committee) in the framework of the LIFE
programme.

It is coordinated by European Datawarehouse,
and focuses on the search for a data model rela-
ted to green loans, standardising and identifying
the most relevant fields to conform a Green In-
vestment Portal to allow consumers to access
this kind of loan.

This provides support to the achievement of a
new energy efficiency label and simplify the ac-
cess and comparison of green data. In short, the
project’s objective is to satisfy the needs of data
and financing for the decarbonisation of the Eu-
ropean property stock.

Our Green commitments

Sustainalytics

In our commitment to the sustainable financing
of houses, we collaborate with Sustainalytics
through an agreement for the creation of a green
framework, in turn complying with the Green
Bond Principles for the financing of individuals’
investments in the fight against climate change.

Through our Green Bond Framework, we issue
green bonds and use income to finance green
mortgages for new residential buildings and re-
form. Sustainalytics considers that projects fi-
nanced with resources from green bonds will
generate a positive environmental impact, con-
tributing to reducing the energy consumption of
the stock of residential buildings in Spain and
Portugal.

In turn, Sustainalytics has assessed and consi-
dered that we have the appropriate measures to
identify, manage and mitigate environmental and
social risks commonly associated to eligible pro-
jects financed with the use of funds. Additionally,
that UCI is well positioned to issue green bonds
and that we have a solid, transparent framework
in this sense, aligned with the four main compo-
nents of the Green Bond Principles, which are:

1. Use of income
2. Assessment and selection of the project
3. Management of income

4. Reporting
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0,0mill€

European Investment Banks

At UCI, we have joined forces with the European
Investment Banks (EIB) to boost property ener-
gy efficiency projects in Spain and Portugal. The
agreement signed in 2020 has allowed us to ge-
nerate a new sustainable financing portfolio in
the Iberian peninsula. This investment is possible
thanks to the financing of our green products.

European

Investment

Bank
144,7 mill. €

Annual % R/0= CM1
87,4%

ROE (10%)
10,63

0,0 87,4 100

Commitment 1- Belém 100M 2022-2024

Green bonds

RMBS Green Belém N?1.

Our first securitisation fund in Portugal ‘RMBS
Green Belém n?T" has been the first issue of green
bonds towards the investment in high energy effi-
ciency assets, with a total volume of 400 million
Euros, which has allowed us to be in the core of
the financial markets.

275 mill €

Signed amount CM1 M€

UCI

Signed amount Sustainalytics M€
275,03 mill. €

Annual % R/= Sustainalytics
84,6%

325 mill €

We offer bonuses to the customer for certain ca-
ses in new works and purchase with energy effi-
ciency reform, as well as for the energetic rehabi-
litation of buildings and Green reforms.

Signed amount CM2 M€
21,6

Annual % R/0= CM2
32,3%

ROE (10%)
31,16%

0,0 16,2 50

Commitment 2 - Prado VIIl SOM 2021-2025

Following the principles of the STS regulation
(Simple, Transparent and Standardised), this fund
has been the first one counting with the green
certificate issued by Sustainalytics, showing our
commitment to improving the energy efficiency
through financing, thus collaborating to achieve a
greener and more sustainable world.
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FT RMBS Prado VIII

As in the previous case, this new securitisation
fund has met again the demanding European
STS criteria (Simple, Transparent and Standar-
dised), with capital requirements Regulation and
with the short-term liquidity coverage ratio.

Prado VIl is UCI’s third issue, preceded by RMBS
Green Belém No.1and RMBS Prado VII. We recei-
ve requests from the main European countries,
with a demand three times higher than issued
bonds, which has allowed achieving a higher re-
turn for investors.

This fund has entailed an agreement with the Eu-
ropean Investment Banks, where we have com-
mitted to financing the energetically efficient re-
novation of houses and the construction of new
buildings in the Iberian peninsula, for an amount
of SO million Euros in S years.

Although this Prado has not been catalogued as
Green, it has had a positive influence over our
ESG commitments to demonstrate our work to
the investors in this financial axis, with which we
anticipate the future regulation.
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E.2 Taxonomy

Since 2020, our task is to identify the activities
in a sustainable manner, based on transparency
requirements established by the Taxonomy Re-
gulation (EU) 2020/852 of the European Parlia-
ment and the Council. Its article 8 establishes the
enforceability for companies that already report
non-financial information to disclose the details
of environmentally sustainable economic activi-
ties.

This Regulation establishes six common climate
objectives in the European Union that must be
met by any economic activity to be sustainable:

UCI

Mitigation

Adaptation
to climate change

Protection of water
and marine resources

Transition
of a circular economy

Pollution prevention
and control

Recovery of the European
biodiversity and ecosystems
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In turn, there are four criteria that must be com-
plied with in order to understand the Taxonomy
as a fundamental transparency tool:

Make a substantial
1 contribution to one of the
European climate goals

Do not significantly harm

2 any of the other five

3 Comply with minimum social
guarantees

4 Adapt to technical selection

criteria

The Regulation above is specified with Delega-
ted Regulation (EU) 2021/2178 that establishes
the content to include the sustainability degree
of the activities. It sets the content, methodology
and presentation of information to be disclosed
with regard to environmental activities.

In turn, all the information above is also develo-
ped by Delegated Regulation (EU) 2021/2139,
which establishes technical criteria of selection
to determine whether an economic activity con-
tributes to mitigating greenhouse gas emissions
and adaptation of the climate change, thus fo-

cusing on the two first objectives. These criteria
also allow determining when an economic ac-
tivity causes significant damages to the rest of
environmental objectives. And, also, this must be
considered when disclosing the information es-
tablished by the abovementioned article 8.

At UCI, given our type of activity and products,
we must focus on article 7, in particular points
71,72 and 7.7:

Point 7.1: Construction of new buildings.

The technical criterion of selection applied in this
point is the following;

The demand of primary energy, which determi-
nes the energy efficiency of the building that is
being built, is at least 10% lower than the thres-
hold established in relation to requirements con-
cerning near-zero energy buildings (EECN).

Point 7.2: Renovation of existing buildings

The technical criterion of selection applied in this
point is the following:

The building’s renovation leads to a reduction of
the primary energy demand of at least 30% (as
a result of a real reduction of the primary energy
demand).

Point 7.7: Acquisition of buildings

The technical criterion of selection applied in this
point is the following:

In relation to a substantial contribution to mitiga-
ting the climate change:

« For buildings buiilt before December 31, 2020, the buil-
ding at least has a class A energy efficiency certificate.
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« Alternatively, the building is part of 15% of
the most energetically efficient buildings
of the national or regional property stock,
in terms of operating primary energy de-
mand (PED).

« In the case of the buildings built after Decem-
ber 31, 2020, the building complies with criteria
established in section 7.1 that are pertinent at the
moment of acquisition.

At UCI, we take into account the alignment with
the Taxonomy with a view to 2024, due to its obli-
gatoriness, but we currently have the eligibility,
which implies that it is applicable to all of our por-
tfolio, as the technical criteria are not considered
as no significant harm is caused (DNSH - do not
significant harm).

UCI

In this context, we demonstrate the percentage
of our financial assets/products aligned with the
Taxonomy and that are therefore sustainable for
individual customers through the following:

1. Financing to acquire houses with an energy
efficiency rating A or B; and

2. Financing exclusively dedicated to building
houses with the highest energy ratings (A and B).

A&B acquisition 118,572,310.97 38%
A&B self-construction 12,224,265.26 4%
ros 30% mprovement 599432256 2
Total Green Products 147,499,638.74
Total outstanding balance 8,905,951,875.70
GAR 1.667%
A&B acquisition 152,738,512.42 49%
A&B self-construction 9,296,114.04 3%
Portugal Total Green Products 162,034,626.46
Total outstanding balance 1,226,290,349.51
GAR 13.21%
Total Green Products 309,534,265.19
Total Total outstanding balance 10,132,242,225.21
GAR 3.05%
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E.3 Our environmental footprint
We minimise our impact in the environment

Our strategy to fight against the climate change
focuses on the decarbonisation of the property
stock. In 2018, green products were designed and
traded for the acquisition of energetically efficient
houses and the improvement of said efficiency in
the houses. Our internal management also cares
for minimising the impact of our activities over
the environment.

Our internal environmental management focu-
ses on three axes that are included in the ESG
framework to guarantee that our impact in the
environment is correctly identified and managed:

» Manage our waste in a responsible manner
+ Quantify the consumption of resources
« Control and measure CO2 emissions

Additionally, we have continued raising aware-
ness on these questions from our employees and
other stakeholders.

Since 2021, we count with the platform Greemko
that has allowed us to correctly monitoring the
abovementioned matters, in order to establish ob-
jectives that will be included in the future Sustai-
nability Plan. This methodology is based on stan-
dards of reference, GRI, GHG Protocol, ISO 14001,
ISO 14064 and CDP, which allows us to have a
comprehensive solution to structure, consolidate
and report all environmental information, enhan-
cing the efficiency and reliability.

In 2020, the Environmental Management Sys-
tem (SGA), certified by AENOR, was implemented
and evidences the adequacy of the central servi-
ces building to the requirements the Standard ISO
14001:2015. The ISO 14001 certificate is a reference
of the performance in the environmental manage-
ment, applying policies and objectives to reduce con-
sumptions, waste and the emissions in the buildings.

Concerning our activity, during 2022, we have
had a hybrid working model, and therefore varia-
tions with regard to the previous year are still due
to atypical behaviours from 2021, derived from
the pandemic.

Circular economy and waste management

As part of our environmental management sys-
tem we have internal procedures to manage and
guarantee the withdrawal and recycling of 100%
of the paper (offices and HQ Spain) and plastic
(HQ Spain) through authorised waste managers.
The corporate headquarters have a selective co-
llection of packaging, organic matter and batte-
ries.

Our waste elimination method is verified through
the following:

« Information collected in control and waste ma-
nagement monitoring documents (Chronological
Waste File).

» Certificates of destruction issued by the diffe-
rent authorised suppliers and managers.

The treatment given to document, paper and car-
dboard waste consists of shredding, sorting and
compacting it and sending it to paper and card-
board factories for recycling.
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Waste generated by Spain and Portugal is exposed below:

Waste

Batteries and

01t 0.00t 100%
accumulators
Ink and toner cartridges 0.03t 0.16 t -83.49%
Paper 15.78 t 15.57t 1.39%
Descarded equipment 0.00t 0.08t -100.00%
Elec?trical and electronic 458+t 0.69t 561.07%
devices
Mixed F:f)nstruction and 0.90 t 0.00t 100%
demolition waste
Municipal waste 6.06t 6.25t -2.97%
Alkaline batteries 0.00t 0.01t -100.00%
Plastic 1.68 t 1.52t 11.10%
29.15 24.28 18.17%

In 2021, the discarded equipment corres-
ponds to Portugal.

Portugal does not have the following waste:
cartridges, electrical equipment, mixed cons-
truction waste, municipal waste, alkaline bat-
teries and plastics.

The increase in the waste of electrical and
electronic equipment is due to the cleaning
of the headquarters of Retama 3, after mo-
ving the corporate headquarters and substi-
tuting the monitors.

The 0.9 tons of mixed waste from construc-
tion and demolition correspond to the work
in the new Murcia office.
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Information on waste generated in the year is included below.

29,15
2754

24,46

21,29

18,99

16,09
13,63

9,94
738

5,30
3,52
1,87

As regard the food waste, given UCI’s busi-
ness activity, taking measures or carrying out
actions to fight it is not a relevant issue.
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Sustainable consumption of the resources

At UCI, our objectives include the efficient
consumption of resources and, for such end,
we have launched initiatives aimed to its op-
timisation, particularly of those that are ma-
terial for the entity: energy, diesel and petrol,
water, and paper. Additionally, we carry out
awareness actions for their correct use.

Water: the most relevant water consump-
tions at UCI are those corresponding to UCI
Spain central buildings (Ejesur Building and
Ombu Tower) and UCI Portugal (Building
Torre das Amoreiras) and those offices that
have a larger payroll volume, all of which
originate from tap water, and therefore it is
considered that there is no relevant impact

UCI

in water sources. The increase in water con-
sumption by 60.72% is due to the return to
the in-person activity.

Paper: paper concentrates the main con-
sumption of materials used in our offices.
The paper consumption is in line with the
previous year, +0.96%, as different actions
are maintained for its responsible consump-
tion, such as the digitalisation, reduction of
printing points, reuse and use of recycled pa-
per.

Electricity: the main source of energy is the
electricity. In 2022, there has been an increa-
se of 12.81%, given the normalisation of the
activity after the pandemic.

Water consumption 1,222.96 m3 760.90 m3 60.72%
Natural gas consumption 135.33 kWh 8,335.00 kWh -98.38%
Electricity consumption 662,993.1SkWh  587,722.36 kWh 12.81%
Diesel A consumption 33,400.00 | 55,725.64 | -40.067%
Fuel consumption 80,292.471 62,342.47 | 28.79%
Paper consumption 7,350.00 kg 7,280.10 kg 0.96%
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Evolution of the consolidated water consumption

1.223
1.197
1128

1.037

908
765

635

528

421
320

190
7

Evolution of the consolidated electricity consumption

663,0 mil
615,4 mil
569,3 mil

488,8 mil
437,6 mil
378,5 mil

315,0 mil
258,2 mil

2073 mil
157,0 mil

81,6 mil
30,2 mil
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Evolution of the consolidated paper consumption

74 mil
6,8 mil
6,3 mil
5,8 mil
5,0 mil

4,4 mil
3,9 mil

3.3 mil
2,7 mil

2,1 mil
1,4 mil

0,7 mil

Evolution of the consolidated petrol and diesel consumption

114 mil
\
104 mil
\
94 mil
84 mil
|
73 mi
65mil
\
55 mil
\
45 mil
\
36 mil
\

27 mil
18 mil

9 mil
\
\

UCI
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Data on consumption per employee and the comparison with the previous year are included
below.

Spain Portugal

2021 2022 Variation 2021 2022 Variation

Total electricity

consumption per 959.91 | 1,042.53 8.61% 97359  1,238.84 27.24%
employee (KWh)

Total water consumption

1.01 2.03 100.99% 1.96 1.64 -16.33%
per employee (m3)

Total paper consumption

S.57 6.39 14.72% 89.00 44.09 | -50.467%
per employee (Kg)

66 __ Sustantibility Report



GHG Emissions

In relation to emissions, environmental and
expense rationalisation criteria are regular-
ly applied, favouring the reduction of CO2
emissions, boosting the choice of means of
transport with a lower level of emissions and
promoting the shared vehicle use.

The platform Greemko allows us to detail
emissions included in each scope:

Scope 1: Direct emissions

It includes emissions generated by installa-
tions through the consumption of fuels, such
as gasoil (there was a generator set in the
Retama office that was activated when the
power system failed). Natural gas (at the Bar-
celona Premium Office) is included, and the
consumption of diesel A and petrol.

Scope 2: Indirect emissions from electricity

It includes emissions derived from the power
consumption in Spain and Portugal. For
Spain, the contracting of clean/renewable
energy with guarantee of origin is particularly
relevant in this scope. We have the cetrtifica-
te of 100% renewable energy since 2017 for
all offices that contract with Energya, except
for Avenida de Cérdoba, Palma de Mallorca,
Marbella and Barcelona Premium.

Scope 3: Other indirect emissions

This scope includes other indirect activities in
Spain and Portugal, which register emissions

UCI

in trips made by train, plane, vehicle (except
for company vehicles) and paper consump-
tions and waste management in Spain and
Portugal.

In this sense, in 2022, CO2 emissions in tons
(t) derived from these parameters amounted
to a total of 698.08 t/C0O2 vs 539.81t/C02
in 2021.
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Scope 1 24207t 44.84% 231.06t 33.10%
Natural gas consumption 1.52t 0.28% 0.02t 0.00%
Diesel A consumption 136.86t  25.35% 8417t 12.06%
Fuel consumption 103.69t 19.21% 146.87t  21.04%

Scope 2 118.25t 21.91% 166.07t 23.79%
Electrical consumption 118.25t 2191% 166.07t 23.79%

Scope 3 179.48t 33.25% 300.96t  43.11%
Fuel consumption 36.20°t 6.71%  33.79t 4.847%
Emissions business trips (CO2) 3457t 6.40% 63.69% 9.12%

Battery and accumulator waste - -

Ink and toner cartridge waste 040t 0.07% 0.07t 0.01%
Paper waste 0.33t 0.06% 0.34t 0.05%

Discarded equipment waste - -

Electrical and electronic equipment waste 0.01t 0.00% 0.10t 0.01%

Mixed construction and demolition waste - -

Municipal waste 3.66t 0.68% 348t 0.50%

Alkaline battery waste - -

Plastic waste 0.03t 0.01% 0.04t 0.01%
Business trips 104.26 t 19.31% 19946t 28.57%

539.81t 100.00% 698.09t 100.007%
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The evolution of emissions, during 2022, expressed in tons of CO2, is detailed below.

jan feb mar apr may jun jul

Emissions generated during 2022 have in-
creased with regard to 2021 as a consequen-
ce of the increase of business trips and the
electrical consumption generated when re-
turning to the normal business activity after
the pandemic.

43.17%
~

aug sep oct nov dec

UCI

The following graph shows the importance of

each scope of our carbon footprint:

— 33.10%

N

23.79%

. Scope 1 . Scope 2 . Scope 3
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Given our activity, we have not directly gene-
rated a very significant volume of polluting
emissions or environmental noise. Nor has
there been any light pollution, dumping or soll
contamination.

The most representative emissions are those
indirectly originated from the consumption of
electricity, as well as from the consumption
of fossil fuels derived from the transportation
of staff in work trips.

Calculations of greenhouse gas emissions
are given in equivalent tons of CO2, which

already include the remaining greenhouse
gases originated from the combustion of the
different energy sources used at UCI. Such
greenhouse gases are mainly CO2, N20 and
CH4 (the Barcelona Premium office residua-
lly uses natural gas coming from boiler).

Indicators related to “We greenimise” may be
consulted in section 4.1 of the report- Envi-
ronmental matters.
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3.2. 'We accompany’

S.0 Introduction

For UCI, people are at the heart and, therefore,
“we accompany” revolves around our relations-
hips with the main stakeholders and their support
and accompaniment, in the development of our
activity and commitments. The society advances
and so do we with it. “You scratch my back and I'll
scratch yours”.

Our line of work in the social axis is based on “by
and for people”. Thus, People first means that
our employees come first and this is achieved by
promoting the talent, the employment and the
training to drive their employability, as well as
promoting the payroll diversity, equality and in-
clusion and, in short, making UCI a Great Place
to Work.

The centrepiece of any business is the customer
and, as credit institution, it is transcendental.
Therefore, through the customer engagement,
we want to build long-term trusting relationships
with our customers and for them to be increasin-
gly satisfied with the care and services they re-
ceive.

We are responsible with our workers, with our
customers and also with the society, and there-
fore, in social engagement, we offer sustainable
rehabilitation and social products as part of the
social inclusion in the business and we generate
value with initiatives that allow our investment in
the society.

Finally, our activity implies a link with the real es-
tate sector of more than 30 years, and therefore
we promote and drive their professionalisation
and training for them to adopt the best practices
in their relationship with the customers and in the
development of their own business.

UCI

All these lines of work are part of our ESG fra-
mework and respond to the commitments es-
tablished for stakeholders in the Sustainability
Policy.

This part of the report addresses the following
material matters:

Issues: People first, Customer Engagement, So-
cial Commitment, Professionalisation and Diver-
sification of the Real Estate Sector.

Sub-issues: Development of the talent and trai-
ning; Diversity, equality and inclusion; Health and
wellbeing; Satisfaction and experience of the cus-
tomer; Accompaniment of financial consultants
for the ongoing improvement in the relationship
with customers; Investment in social projects;
training of real estate professionals and tools for
the development of their business; Transparent
dialogue and clear language with stakeholders.

SDG to which it contributes:
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S.1People First

For UCI, people come first. Therefore, all our lines
of work in this matter have a clear intention: to
demonstrate, both to our employees and to an-
yone else directly or indirectly involved with UCI,
that they are the most important part of our en-
tity.

A. For the third consecutive, we are a great pla-
ce to work

As specialists in homes, at UCI, we are convin-
ced that our place of work must be like home. We
work for our employees to feel at home, and to
continue feeling this every year.

In 2022, we have renewed for the third year the
certificate Great Place to Work® that recognises
us as such, one of the most prestigious distinc-
tions in the area of Human Resources at national
and international level.

The global trust index (Spain and Portugal) has
been of 767%, maintaining the value of 2021 and
11 points above the limit of 657% required to obtain
the certificate.

As in previous years, we highlight the high partici-
pation and involvement of the employees in both
countries with an index of 92% in Spain and Por-
tugal.

In 2022, measures have been launched, after the
results of 2021, among which are the following:

« Definition of a single leadership style for all UCI
managers.

«Creation of a School of leadership to work on
this corporate style.

«Focus groups with managements that have ob-
tained the lowest assessments, to understand
insights and identify areas of improvement.

«Launch of a working group for the purpose of be-
tter working the management and governance in
talent decisions.

Presentation of the areas’ talent map to all direc-
tors to make such talent visible.

B. Talent, Employment and Employability

Our employees are the vital part of our company,
the driver that allows the entity to operate. For us
to make a correct progress, the talent must be
promoted, with an employment that complies
with optimal wellbeing levels and an employabili-
ty based on a suitable and precise training.

Great
Place

Great
Place

To To
Work.

Work.
Certified § Certified

SEP 2022-SEP 2023 JUL 2022 - JUL 2023
ESP PORTUGAL
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B.1 Training

The professional development of our employees
is an axis of the Human Resources area. Training
and learning are two key elements for the develo-
pment of the skills required by the organisation to
face the new objectives and strategies.

In 2021, in order to evolve the learning at UCI, a
project was launched in Spain, “Aprendizando-
me”, as key element of the learning culture, and
where the employee is the lead. In 2022, we have
continued to work in this space, allocating spe-
cialist elements for specific areas and teams.

Thus, in Aprendizandome, we have created not
only specific lists for areas such as Customers,
Digital or Sustainability, but we have also ope-
ned a unique space dedicated to the Innovation,
as “Innovation Campaign”. In 2022, and in order
for the initiative launched in 2021 to continue, a
second stage has been launched where the co-
llaborators, in groups, have presented ideas rela-
ted to the sustainability and its application in the
entity’s processes and challenges. This campaign
has been accompanied by specific contents and
certain lists on the issue, for the purpose of as-
sisting and delivering knowledge to more than 80
participants.

The main results on Aprendizandome platform in
2022 have been the following:

208 reproduction lists; 74 new lists have joined
the existing 134 lists in 2022.

++12,400 voluntary training hours.
109 people interested in presential resources.

«Average of 1,000 records in training resources
per month.

The platform counts with compulsory and vo-
luntary trainings, and their 15 themes cover such

UCI

wide fields as the following: Sustainability, Digi-
talisation and Technology, Financial, Legal, IT,
Customers, Marketing, Business, Risk, We share,
Culture and RC, Skills, Languages, Leadership
and More than work.

B.2 Talent

In 2021, we worked in the development of a ta-
lent mapping in the organisation to identify the
talent of key people, in terms of their potential
and level of contribution in their post.

In 2022, the map has been presented to area di-
rectors for them to know and make their team’s
talent visible.

The map is used to provide objectives data to be
used as another element in the decision-making
in many of the people management processes,
such as mobility and projects assignment, among
others. We are currently working on new policies
and procedures to offer greater transparency and
value the use of the data, both on potential and
performance.

In 2022, we have carried out performance apprai-
sals to collaborators both from Spain and Portu-
gal, with the corresponding average values of 3.41
and 3.46 (out of 4). This result corresponds to the
appraisal average of objectives of the year and to
qualitative matters, such as actions based on the
entity’s values. and the skills of the appraised
person.

The performance appraisal measures both the
result and achievement of objectives and the
way in which values and skills are brought into
play to reach these objectives. It is an opportunity
of direct feedback from each manager with their
collaborators and, therefore, it is used as element
to contribute to their development, as they have
the possibility to suggest development plans and
learning resources.
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B.3 Recruitment

In Spain, in 2022, 29 people have joined the
payroll, out of whom 48.3% are women and S1.7%
are men. Several of these incorporations are due
to the launch of the project “Talento Joven”, whe-
re several colleagues who were interns have be-
come part of the company’s payroll.

In 2022, 1S new interns have joined the company.

Additionally, in payroll incorporation processes, a
satisfaction survey is sent to the candidate, rea-
ching a global assessment of 4.67 over 5.

In Portugal, 10 people have joined the company in
2022, 60% women and 407% men.

We also promote the internal mobility, which in
2022 has been of 27 people in Spain and 12 in
Portugal, as this is an essential element in the
people development, allowing UCI professionals
to have a global view of the organisation, extend
their expertise and continue being trained.

Precisely in order to promote this mobility, we pu-
blish vacancies in the section “Muevete” of our
internal Talent management application for inte-
rested employees to be able to apply the position
and request the change. In 2022, in Spain, 26
vacancies have been published, and 3 positions
have been covered through this system. We also
highlight the initiative to manage resources in a
more sustainable manner, with 37 mission orders
in specific positions and moments to cover occa-
sional needs.

B.4 Employment and remuneration

In Spain the totality of employees are covered by
the sector bargaining agreement of ASNEF, the
National Association of Credit Financial Establi-
shments in Spain. Portugal does not apply a sec-
tor bargaining agreement.

98.30% of our payroll in Spain counts with an
indefinite term contract. Out of the 28 people
who joined us in 2022, 57.14% were with indefi-
nite term contract, which represents our com-
mitment with the generation of stable quality
employment. In Portugal, 90.11% of contracts are
indefinite term.

All our professionals benefit from a Remunera-
tion Policy that guarantees an appropriate remu-
neration system and, also, at UCI we offer social
benefits to our collaborators, such as the wellbe-
ing and health management programmes, ergo-
nomics at work, 29 working days of holidays, kin-
dergarten cheques, life insurance, private health
insurance, restaurant tickets, transport aids,
no-interest Loans, financing in favourable condi-
tions, remote work and flexible hours.

B.S Organisation of the time of work and work-li-
fe balance

In order to ease the work-life balance and to im-
prove the payroll’'s productivity and commitment,
in 2022, the telework hybrid model has been
approved. Additionally, we continue applying
flexible working hours from which 72.21% of the
payroll in Spain and 767% in Portugal benefit.

In this line in 2022, 13 employees have benefitted
from the parental leave in Spain.

Since the end of 2020, we have a Digital Dis-
connection Policy that guarantees this right in
order to combine the digital connectivity with the
work-life balance in an efficient manner.

B.6 Health & Wellbeing
Because we care for our people

Health surveillance and ASNEF Agreement

In relation to the employees’ health, we abide
by the sector agreement of ASNEF, National As-
sociation of Credit Financial Establishments in
Spain, and which article 26 on Health Surveillan-
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ce states that companies shall ensure that their
employees are regularly and voluntarily monito-
red on a voluntary basis, depending on the risks
to which they are exposed.

The HR area manages the application of the above
on health to the payroll and launches initiatives to
cover needs detected in the payroll or derived from
special situations.

Desde el area de RRHH se gestiona la aplicacion
a la plantilla de lo indicado sobre salud y se ponen
en marcha iniciativas que atienden a necesidades
detectadas en la plantilla o bien derivadas de situa-
ciones especiales.

Cuidate Programme

Cuidate is the proactive frame of action and of on-
going improvement acquired in UCI in the promo-
tion of the health and wellbeing of all our emplo-
yees through the responsible commitment with
the development, measurement and maintenance
of best practices.

Its purpose is to facilitate a labour ecosystem that
builds trust that everyone within the organisa-
tion feels part of a team committed with the proac-
tive care for wellbeing,

The 4 pillars of Cuidate are the following:

1. Physical wellbeing:

Parameters have been extended within the cam-
paign of medical check-ups, offering the season flu
vaccine. 373 medical check-ups were carried out in
2022.

Additionally, private health insurance is offered.

Concerning nutrition, specialised hub chats have
been offered, in particular:

UCI

«“Cémo bajar el turrdn” (145 participants).
“Entrenamiento invisible” (120 participants).

As physical exercise is a key piece of the people’s
wellbeing, we count with the Andjoy service to be
practiced in its sport centres. Additionally, for the
purpose of favouring sports, we have sponsored the
participation of all employees who wanted to join
the different races organised throughout the year.

+40 runners in the Madrid Race Against Cancer

+28 runners in the Race Against Gender-based vio-
lence

+23 runners in the Charity Race for the Financial
education and the Inclusion

34 runners in the Popular Race of the Heart
+13 runners in the Popular Race of Santa Claus
«11 runners in the Race of Companies

2. Emotional Wellbeing:

A hub chat has been given to favour the emotional
wellbeing under the title “Mental health and mana-
gement of stress” with 142 participants.

Within this pilar, and until May 2022, we have the
Stimulus Service for the psychological support of
the employee and relatives.

3. Social and Cultural Wellbeing:

This line of the programme is partly related to social
benefits and focuses on economic measures, such
as the advantageous financing for employees and
the childcare support, as well as a series of details
in different moments of the employees’ life, such
as the Birth Gift, the Welcome Pack for employees
who join the organisation, and the Christmas Bas-
ket at choice.
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4. Professional Wellbeing:

This point focuses on one of the main objecti-
ves of the organisation, which is for UCI to be a
great place to work. Being a Great Place to Work
implies focusing on the employees’ work-life ba-
lance measures, flexible working, and of a hybrid
work model, in addition to providing training and
development to the employees.

In particular, hybrid work model, which combines
the advantages of working onsite with the remote
telework, has entail the application of several ac-
tions in 2022, such as the following:

+Providing all necessary ergonomic means to
people who telework.

«Training and reporting on teleworking risks.

+Advising on measures to be solved or recom-
mendations for a comfortable work post and with
all security conditions.

+Sign the digital telework agreement.

In relation to sensitive people, they are provided
with all means required, guaranteeing that their
place of work is perfectly adapted, and ensu-
ring that the person’s labour performance does
not mean a risk for them or for other company’s
workers. Pregnant people in hybrid situation of
telework and onsite may telework from the third
quarter of pregnancy and have a parking space in
the headquarters, whenever available, for onsite
working.
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C.Diversity, equality and inclusion

The respect for diversity for any condition or
personal or social circumstance, the equality of
treatment and opportunities and the promotion
of the inclusion in the payroll are the guiding prin-
ciples of any activity, in a transversal manner, and
are present in all policies, procedures and actions
of the entity’s people management.

Managing the diversity is part of our corporate
responsibility, understood as an internal com-
mitment that guarantees the adhesion of the co-
llaborators and helps us to have the appropriate
talent to comply with the demands of our busi-
ness. It also entails a social commitment with our
environment.

Our data in this sense are the following:
In Spain

+ 57.09% of staff are women

+26.32% of women in the senior management
+1.13% of disabled people in staff

-Average age of 46.93 years old of staff

In Portugal

+59.347 of staff are women

+16.677% of women in the senior management
There are no disabled people in the staff
-Average age of 43.85 years old of staff

We note below certain matters from the GPTW
survey related to the equality of treatment, both
in Spain and in Portugal. We detail below the per-
centage of employees who consider that we are
fairly treated:

UCI

-Regardless of the age: 84% in Spain and 877% in
Portugal

Regardless of race: 987% both in Spain and 967%
in Portugal

-Regardless of gender: 867% in Spain and 93% in
Portugal

‘Regardless of the sexual orientation: 97% in
Spain and 96% in Portugal

C.1Equality Plan

In order to adapt to the regulation on Equa-
lity Plans and to the RD 901/2020 and RD
902/2020, in 2021, we started to work on the
adaptation of our Plan, carrying out a diagnosis of
the situation under the new regulation and, once
such analysis had been done, the 54 necessary
measures were defined to comply with the areas
of intervention established during the validity of
this Plan (2022-2026).

Furthermore, and in order to reinforce the existing
commitment to reject any kind of harassment,
we have the Protocol of action against the sexual
and gender harassment as annex to the Equality
Plan, one of its main objectives being taking the
necessary measures to prevent sexist behaviours
and to promote the culture of respect and the to-
lerance with people, regardless of their gender.

The Equality Plan was presented to the staff in a
Hub held on November, and was published in the
corporate Intranet.

1. Areas of action

The Equality Plan aims to integrate and promote
the principle of equality in its 10 areas of action:

1. Strategy at the level of awareness, commu-
hication and internal and external relationships
concerning gender equality
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2. Selection and contracting

3. Professional classification and female un-
der-representation

4. Training

S. Professional promotion

6. Working conditions

7. Co-responsible exercise of the right to the per-
sonal, family and work life

8. Remuneration and salary audit

9. Prevention of the sexual and gender harass-
ment

10. Gender-based violence

For each area of intervention, measures of action
have been established, responding to the com-
mitment with equality.

2. Objectives

The Equality Plan contemplates specific measu-
res and actions which main purpose is to achieve
the following objectives:

«Guaranteeing the equality by means of specific
management bodies, for the objectives of the
Equality Plan to have the necessary internal mo-
mentum and appropriate monitoring, in order to
ensure their compliance.

-Promoting the defence and effective applica-
tion of the gender equality principle between all
workers, ensuring the same opportunities of in-
corporation, classification and professional deve-
lopment at all levels in the labour area.

Preventing the sexual and gender harassment,
and establishing and disseminating the action
procedure for these cases.

«Ensuring that people in charge of teams are alig-
ned with the philosophy and principles in equality
of opportunities at UCI.

«Promoting a culture of awareness surrounding
Equality, Diversity and Inclusion, through the ne-
cessary communication actions and training.

Fostering the presence of women in all posts
and levels where they are under-represented
and, particularly, in responsibility positions.

3. Actions

In 2022, training, awareness and communication
actions, among others, have been developed to
comply with the established plan and consolida-
te our commitment with Equality.

«Disseminating the Equality Plan.

+Disseminating the adhesion to the Empowering
Women'’s Talent programme.

«Training on management skills to 252 employees
(118 women and 134 men).

«Monitoring of trainings in which people with re-
duced working hours have participated, in order
to comply with work-life balance measures. A to-
tal of 24 people with reduced working hours are
identified, all of whom are women, and a total of
25 training hours during working hours.

+Training and awareness on care in the telework
and onsite work. 173 men for 126 hours and 248
women for 182 hours have followed the training.

sRecommendation about automatic responses in
periods of absence, to guarantee a digital discon-
nection and correct work-life balance.

Teleworking permit during the three last months
of pregnancy, if required. 3 collaborators have
adopted this measure.

-Guarantee actions to perceive social benefits
during maternity and patemity leaves. A total of
4 people have asked for some of the social bene-
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fits established in the collective bargaining agree-
ment.

+Disseminating the new harassment Protocol
and publication in the entity’s internal website.

*Renewing the agreement with the Ministry of
Equality “Companies for a society free of gen-
der-based violence”.

-Awareness on the International Day for the Eli-
mination of the Violence against Women.

«Space in the internal website on gender-based
violence.

C.2 Salary equality, a goal to keep working
towards

At UCI, we work to raise awareness and promo-
te gender equality in all positions. The professio-
nal development, the balancing, the equality of
opportunities and the salary gender equality are
an issue to develop at the short term within the
entity.

Our position in 2022
In 2022, our team is made up of:

«In Spain, 529 people: 57.09% are women and
42.91% are men.

«In Portugal, 90 people: 59.347% are women and
40.667% are men.

Our salary policy helps us to guarantee and ma-
nage the remuneration equality and transparen-
cy among the employees. Internal equity and
external competitiveness studies are carried out

UCI

to ensure the salary equality at levels and areas,
introducing corrective actions when deviations
are detected.

Our strategy prioritises the salary parity between
men and women, which is measured through the
gender salary gap and equity:

At UCI, we have fewer women than men in the
senior management; however, in the remaining
posts, the gender diversity is balanced.

1. Gender salary gap

The gender salary gap measures differences of
remuneration between the average salary of men
and women and is divided by the men’s salary.
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Spain

2022 Variation

20.36% 19.98% -1.87%

Gender salary gap

Portugal
2022 Variation
Gender salary gap 437 41% -4.657%
2. Gender salary equity
The gender salary equity measures the existence comparison does not take into account factors
of “equal salary for equal work” between women such as the permanence in the position, the years
and men in the same professional category. The of service, the prior experience or the background.

Spain
2021 2022 Variation
Average remuneration board members
- - N/A
(1) - women
,a\)/?rsﬁ'g:nremuneratlon board members 18.312.50 16.750.00 -8.53%

Average remuneration of senior mana-

gement - women 8317742 86,135.03 3.56%

Average remuneration of senior mana- 152.995.82 149,073.51 256%
gement - men

(1) The single female Board Member and one male Board Member waived to perceiving remuneration and allowances.
Senior management is the Executive Committee, both in Spain and in Portugal.

Average remuneration of Board members and Senior Management includes the totality of perceptions, both for salary and
others.
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Average remuneration board members N/A N/A N/A
(1) - women

Average remuneration board members N/A N/A N/A
(1) - men

Average remuneration of senior mana- 36.617.00 37940.00 3.61%
gement - women

Average remuneration of senior mana- 77963.7] 79.470.33 1.93%
gement - men

C.3 Inclusion of disabled people

For the purpose of guaranteeing the universal
integration and accessibility of disabled people,
we carry out a process of adaptation and inte-
gration in the work post, such as provision of
special chairs, evacuation chair, tutors, footrests,
ergonomic mats, vertical mice, higher resolution
screens, screen lifters, voice software and all the
hecessary means to adapt the workstations.

Additionally, we collaborate with special em-
ployment centres, such as Prodis, La Amistad
Montesol and Juan XXIII Roncalli Foundation, for
purchases or contracting services, and thus to
favour the indirect employment of intellectually
disabled people.

In relation to the awareness and inclusion, di-
fferent initiatives are carried out with the Prodis
Foundation, detailed in the chapter dedicated to
“our investment in the society”.
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D. Dialogue and communication with the employees

Closeness and proactivity

Keeping an open dialogue and active hearting
with the employees are key elements for an en-
tity’s correct operation. At UCI, through several
channels, we have placed the employee at the
centre, to thus move forward together and con-
verse in a direct way.

We have different channels to inform our emplo-
yees about different issues of the organisation, as
well as to know their opinion and suggestions and
thus to incorporate them in the improvement of
processes and situations within UCI.

Channels and initiatives available are the fo-
llowing:

Virtual breakfasts with General Management:
this year, and once the pandemic was left be-
hind, we have recovered the onsite breakfasts
with General Management. In these breakfasts,
a group of employees meet the members of
our management team, generating a meeting
point that allows sharing concerns, experiences,
doubts and questions, as well as aspects of the
future of the organisation and business vision.

HUB chats: in them, members of the organisa-
tion’s management team and employees share
data with the totality of the payroll on the entity’s
evolution and actions that are being implemen-
ted, as well as projects and milestones reached.
In these chats, any employee can formulate their
questions to any team member

Corporate Intranet and the news portal: it cen-
tralises all employees’ services and makes availa-
ble all corporate and business information, while
we collect all news within the organisation, ela-
borated by the employees. This portal becomes a
meeting point for the collaborators to know what
is being done and how, and it is a channel to sha-
re knowledge and recognition. This year, the in-

tranet transition has been completed, integrating
it within Teams, turning this tool into the entity’s
internal communication hub, promoting and in-
creasing the employees’ participation.

Yammer, the online corporate network that
allows all collaborators in Spain to share profes-
sional experiences, participate in debates, and
propose improvement ideas for the company.

Moreover, at UCI, we count with other communi-
cation means, such as daily newsletters to report
the market news to our staff, monthly newslet-
ters on the business evolution or on demand for
occasional communications.

“El Batido”, the internal communication magazi-
ne which reports on the employees’ more perso-
nal facets, in addition to the Entity’s aspects. It is
a support to create synergies, which is quarterly
distributed to all staff.

Also, there are annual events held for managers
(UCIWay) or to all staff (UCIDay).

In 2022, in relation to the second innovation cam-
paign focused on sustainability, after selecting
the best ideas, an onsite Hackathon has been
developed where, through ideation, prototyping
and presentation techniques, the finalist ideas
were presented, concluding with the selection
of two wining groups. These two projects will be
launched during 2023.
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S.2 Customer at the heart

UCI

At UCI, we want to build long-term trusting to feel increasingly satisfied with the care

relationships with our customers, for them

Our priority is the following:

Our customer
satisfaction

and services they receive.

Customer Responsible
protection and sustainable
principles products

Make the
customer
“fall in love”

Date and privacy
protection

2022 Since the entity was born

We have assisted in the
acquisition of more than

+3,000 homes

We have financed a total of

188,134 homes
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A. Our relationship model with the customer

At UCI, we accompany our customers in the
different stages of their home financing. They
are one of our essential stakeholders, and
therefore our relationship with them goes
from the beginning to the end and in all di-
rections.

The purchase of a house is one of the most
important decisions and with the greatest
impact in the life of anyone. At UCI, we are
aware of this, and therefore our objective is
for the customer to fall in love and to show
them a relationship model which main axis
is to accompany them at all stages, offering
a clear, natural and bespoke financing and
treatment, where the transparency, the com-
munication and the information are the ba-
ses of the relationship.

It goes beyond contracting a loan to purcha-
se an estate: our commitment is to know the
customer and propose solutions adapted to
their needs. This relationship with the custo-
mer is reflected in our brand promise:

“At your side”
We talk where and when you want.

“You choose”
Always choose what is best for you.

“Responsible purchase”
We explain everything so you can make the
best decision.

Based on our relationship model with custo-
mers, we have defined an accompaniment to

financial consultants that focuses on the on-
going improvement of the relationship with
customers, consisting of the following:

«Accompaniments with final customers to
receive feedback on the transparency of in-
formation offered, clarity in the presentation,
language adapted to the customer...

«Accompaniment of customer when proces-
sing the operation and assignment to the FC
throughout the life of the loan to maintain the
relationship.

«Customer reviews in Ekomi, of all the selling
process and of people who attended them.

«Information on best practices of other finan-
cial consultants.

<Training: on the LCCI (Property Credit Con-
tract Law); on insurances and procedures;
computer tools and digital process.

+Reviewing claims that could be allocated to
the financial consultant and reimbursement
to the customer of part of collected fees for
a bad service (there has only been one case
in 2022).
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B. Protection of the customer’s interest

One of our main objectives is to respect the
customers’ interests and inherent rights.
Therefore, the Consumer Protection is one
of our relevant functions and, within this fra-
mework, we have established our Consumer

UCI

relationship with UCI, as well as to establish
the particular criteria to control and monitor
their compliance. This policy includes the 9
principles in which the customer protection
is based.

Protection Policy, which aim is to establish
specific criteria to identify, order and exerci-
se consumers’ protection principles in their

1 Fair and respectuful treatment

2 Customer-focused product and service design

3 Transparent communication

4 Responsible prices

5 Consideration of customers’ special circumstances and prevention

of over-indebtedness

6 Data protection

7 Claim management
8 Financial education
9 Responsible innovation
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1. Fair and respectful treatment. Focused on
treating customers with respect and honesty,
fair and not discriminatory, with high ethics stan-
dards, using a clear and transparent language
ensuring a quick, rigorous, diligent and efficient
management.

2. Design of products and services with cus-
tomer focus. One of our objectives is to make a
correct design of financial products and services,
always meeting the consumer protection natio-
nal and international regulation.

3. Transparency in communications. We promo-
te a communication to provide precise and suffi-
cient information, with clear and simple language.

4. Responsible prices, taking into account the
consumer protection and the price competition
regulation.

S. Consideration of customers special circum-
stances and prevention of the over-indebted-
ness, to proceed in the customer’s best interest
and offer feasible solutions.

6. Data protection, with a rigorous data manage-
ment, based on the regulation in force, applying
the principles of lawfulness, loyalty, transparency
and accuracy.

7. Claim management under principles of acces-
sibility, independence, specialisation and the on-
going improvement.

8. Financial education to adopt informed and
appropriate decisions, helping customers to en-
joy a greater protection degree.

9. Responsible innovation in the development or
improvement of products, services and proces-
ses, complying the customers’ needs to achieve
their satisfaction.
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C. Customer experience and satisfaction

As can be seen from the above, our commit-
ment with the customer is essential for UCI
and, for such purpose, the customer satis-

UCI

faction is one of the responsibilities that we
take into account the most.

Ekomi assessment

9.78/10

in Spain

We recognise that satisfied and loyal custo-
mers are vital to the growth sustainable and,
for such purpose, it is also important to go
hand by hand with the digitalisation.

This year, in this line of work, we have upda-
ted the welcoming to UCI, promoted the pla-
tform UCI Contigo, fostered the direct access
to “tu web” as the customer’s personal area,
through a “webapp”. In order to know first
hand their opinions, concerns and level of sa-
tisfaction, a focus group with customers was
held to work on value proposals focused on
their interests.

Integrated in our digital ecosystem, this year,
a new website has been created for non-re-
sident customers, UCI Mortgages. It has in-
corporated a series of developments, such as
the update to German and French, and more
specialised content, personalised to the lan-
guage and country of origin, a digital tracking
to improve the digital experience and functio-
nalities such as a calculator of the mortgage
amounts.

In 2022, the Reinventa Posventa Project has
been completed, focused on creating new

4.92/5

in Portugal

specialised services and products for custo-
mers through their experience, focused on
always making it a WOW experience and
boosting its recommendation.
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D. Customers with payment difficulties

At UCI, we help our customers who are facing
economic difficulties. For such purpose, we
look for the best solutions, adopting agree-
ments accommodated to the largest number
of people in this situation, and performing a
personal monitoring in order to find solutions
adapted to each one of them.

At UCI, we have established a Restructuring
Acceptance Policy and, in general, of solu-
tions for customers with difficulties, adap-
ted to the present and future circumstances
expected from the customers. In this sense,
we make a distinction between temporary
restructuring operations, long-term solutions
and definitive solutions.

Additionally, we adhere to the Codes of Best
Practices. At this moment, there are two: the
former Royal Decree 6/2012 on the protec-
tion of low income mortgage debtors and the
new Royal Decree 19/2022, which establi-
shes a Code of Best Practices to alleviate the
rise of interest rates in mortgage loans on the
regular house, each one of which is aimed to
customers who meet their particular require-
ments. At UCI, we adhere to both Codes, and
comply with their legal requirements. Their
purpose is to alleviate or reduce the effects
of the different rises over mortgage loans and
in the ability to face the payment of the ins-
talment in our customers.
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E. Claim management

The claim management is an important
element in the relationship with the
customers and is part of their experience
and relationship with the entity. In view of
such claims, we must act proactively and,
accordingly, we have a Customer Care
Service (SAC) that channels and solves
claims received, and offers an appropriate
attention in these cases. It must respond,
within one month, for customers considered
consumers, and two for the rest, and it is free.
It acts with independence from all other
departments and operating units, and fully
autonomously with the criteria and guidelines
to be applied in the exercise of its duties. It
has its own rules, which are also published
in UCI website, which contains all necessary
information in this regard.

There are different types of claims. First,
banking claims, defined as those that refer to
the functioning of financial services delivered
to users and presented for delays, disregards
or any other type of deficient action or those
that aim to obtain the restitution and refer to
the entity’s actions or omissions and entail
a damage. These include those that are
admitted by the service, as they meet the
requirements established in the applicable
regulation and legislation, and those that
are not admitted, as they do not. This type
covers those filed by UCI customers, as well
as from Consumer Associations and the
Ombudsman.

There are also non-banking claims, which
are all others not included among the
above; those formulated by CIRBE (Risks

UCI

Information Centre - Bank of Spain), which
are not properly considered as claims, but are
also derived to the Customer Care Service
and, lastly, those originating from Bank of
Spain.

During 2022, 8 claims have been received
from Bank of Spain, S2 from CIRBE and 230
non-banking claims.
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S.3 Our Social Commitment

Through our activity and our social commit-
ments, we foster the social and sustainable
rehabilitation, the residential inclusion, and
contribute to the financial education.

A. Social inclusion in the business

Sustainable and social rehabilitation of buil-
dings

We act both in fighting against climate chan-
ge and with social objectives. Our main busi-
ness line in this sense is the sustainable and
social rehabilitation of buildings for an ener-
getic improvement, with a project contribu-
ting to both sides.

But, in order to be considered as such, it must
comply with the following criteria:

« “Eligible under sustainable energetic effi-
ciency criteria”, stated in the section of Busi-
ness of “We greenimise”.

» “Eligible under social criteria related to the
GDP level per capita in the project’s provin-
ce™: rehabilitation projects in low-income
areas are projects chosen for the green reno-
vation and conversion of buildings into more
comfortable and healthier houses, in order
to reduce GHG emissions and fight against

energy poverty.

Low-income or deprived areas are defined
as those postal areas in which the average
income is 25% below the average income of
the “region” (Province in Spain) where they

are located. Their calculation has taken data
from the INE (Spanish National Institute of
Statistics), observed in each province.

The considerations considered when esti-
mating the number of people that could be
affected by this project are the following:

+ S floors per building
+ 4 houses per floor
« 3 people per house

Considering this calculation criteria, UCI has
financed 63 buildings in 2022, which implies
an increase of 57.5% with regard to 2021.
3,780 people have benefitted from this so-
cial rehabilitation.

In this line, on October, we have entered into
an agreement with Mutua de Propietarios
Foundation to adhere to the “Sin barreras”
programme to finance accessibility works
for owners’ associations with residents with
reduced mobility or, at least, 40% of people
above 65 years old. This agreement implies
that the Foundation will pay to the communi-
ty the interests accrued for these loans gran-
ted in UCl in preferential conditions.
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B. Our investment in the Society

Our Social Commitment in Spain, in figures:
3,213 beneficiaries of actions

347 volunteer participants

Participation in 36 programmes

70.402 Euros in donations

Our contribution to the economic and social
development of the society mainly becomes
effective through our own business activity
and also with our social commitment throu-
gh which we support projects whose bene-
ficiaries are groups identified in our strategy,
which is materialised in the programme “we
accompany”.

The programme has with 4 lines of action:

1. Education to young people, with a special
focus on the financial education.

2. Inclusion of intellectually disabled people,
through the “Iniciativas molonas”.

3. Residential inclusion of vulnerable groups
of people.

4. Donation for global and/or health emer-
gency in countries where UCl is present.

UCI

B.1 Education

Based on this criterion, the following initiati-
ves have been carried out:

« The involvement, for seventh consecutive
year, in the financial education programme
“Tus Finanzas, Tu Futuro” in collaboration
with Junior Achievement Foundation and
the AEB. This programme fosters the finan-
cial education of young people for them to
start to manage their finances and to learn to
make informed and responsible decisions.

« The support to the Dadoris Foundation with
2 scholarships to young university students
with high capacities and demonstrated per-
formance, without economic resources to fo-
llow higher education. In particular, in 2022,
we have promoted the access to university
education by two young students who have
followed International English Studies in the
University of Cordoba and second year of In-
dustrial and Automatic Electronic Enginee-
ring in Universidad Politécnica of Madrid.

+ The contribution to educational program-
mes of Prodis Foundation to promote and
boost the inclusion of young people with
intellectual disability. In 2022, the selected
project was Prodis English School, which is
an online adapted teaching-learning space to
acquire basic English skills.

» The creation, together with the Prodis Foun-
dation, of the financial education programme
to approach these concepts to intellectually
disabled students for them to acquire essen-
tial financial knowledge to be able to get on
in their daily life situations. This programme,
created and given by nine volunteers from
UCI, includes six training sessions.
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B.2 Socioeconomic Empowerment

This parameter includes actions linked to
socioeconomic and awareness matters that
affect groups in risks of residential exclusion
and intellectually disabled people, apart from
those affected by health emergency situa-
tions or natural disasters, analysing the parti-
cipation in other places when required by the
magnitude of the emergency.

« In order to promote the inclusion of intellec-
tually disabled people, we have continued
with the “desayunos molones” together
with the Prodis Foundation. 6 events have
been held in 2022, with the attendance of
123 employees, mainly in order to exchange
experiences between them and the Foun-
dation students, to know first hand and in a
different manner the different realities that
must be included in our society.

« As novelty, in 2022, we signed an agree-
ment with the Red Cross to adhere to their
programme for the residential exclusion pre-
vention. In 2022, aids focused in achieving a
residential solution for 29 homeless people,
in addition to informing and guiding on the
existing resources that could be accessed by
them. It should be noted that 86% of the pro-
ject’s beneficiaries have been able to access
a home, and have overcome their homeless
situation.

« The war in Ukraine has bee one of the emer-
gencies that have marked the global agenda
in 2022, and we have thus collaborated again
with the Spanish Red Cross in their campaign
for the donation to Ukraine, to help refugees
when they arrived to Spain. Employees parti-
cipated in this campaign, in addition to UCI’s

donation, and the sum of their donations
amounted to 8,102 Euros, applied to helping
those refugees.

» Linked to the war conflict in Ukraine, in In-
motionate, the largest forum for real estate
professionals of Spain, the Inmosolidarios
awards were presented as recognition to five
projects from the sector, dedicated to su-
pporting Ukrainian refugees, to donate to the
NGOs, Foundations or entities with which
their projects of support to Ukraine were ca-
rried out.

In Portugal, contributions have also been
made for the purpose of improving the life of
different people. Thus, in 2022, they have co-
llaborated with Junior Achievement Founda-
tion to continue giving their financial educa-
tion programmes, also with the organisation
Crescer Ser - Hogar Infantil, with Associacao
Salvador for persons with motor deficiency,
and with Associacgao Play for Wishes that ca-
res for children and young people with severe
illnesses. The contribution to this association
was made through by participating in a chari-
ty paddle and football tournament. Other en-
tities that have received donations from UCI
Portugal have been Helping with SATYA and
Red Cross, with whom we collaborated as a
consequence of the war in Ukraine. The total
donated amount is of 6,272.94 Euros.
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S.4 Professionalisation of the Real estate sector

Ethics, training and innovation are the pillars to
foster the professionalisation of the real estate
sector.

The real estate professionals are our travel
companions, our allies, who have allowed us
to connect people to homes, for more than
thirty years, and have been essential in the
development and evolution of our commer-
cial model. Currently, we collaborate with
more than 2,000 real estate agencies.

Offering a good service to customers, trans-
mitting security, helping them to build their
home is essential to generate trust in home
purchasers. The task of the real estate profes-
sional and their commitment with the custo-
mers requires high quality standards, respon-
sibility and training.

With this mission, SIRA (Spanish Interna-
tional Realty Alliance) (PIRA in Portugal) is
born, to train the industry leaders, who aim to
have a positive and long-lasting impact in the
communities where they work, leadership
based on the excellence, which is achieved
with ongoing training, based on ethics and
the commitment with the society, and based
on the sustainability and efficiency of the
households they help to form. All this with

No. Memberships SIRA

the highest digitalisation level, with a view of
an unprecedented efficiency and quality.

At UCI, through SIRA and with the Financial
Studies Foundation, we offer training cour-
ses to allow the professionals to obtain the
certificate as Property Credit Informer, as
required by Law 5/2019 of 15 March, regula-
ting property credit agreements, but also as
responsibility to offer the best service possi-
ble to customers. During 2022, a total of 146
professionals have been inscribed in this tra-
ining.

We consider that SIRA is one of the training
market leaders for realtors, as confirmed by
the data, given that during 2022, we have
organised 81 courses in Spain with 2,144 at-
tendees, an increase of 42% with regard to
2021, and 11 courses in Portugal with 164 at-
tendees, an increase of 377%.

An important chapter of the activity of SIRA
and PIR are the new memberships and the
appointments which, during 2022, have in-
creased in general with regard to 2021.

776 (+7% from 2021)

No. Memberships CRS Spain

1,108 (-0.7% from 2021)
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No. Memberships PIR Portugal

146 (+55% from 2021)

No. Memberships CRS Portugal

91 (+47% from 2021)

No. Designations CRS Spain

912 (+0.7% from 2021)

No. Designations CRS Portugal

36 (There is no variation,
same number as in 2021)

Trainings are complemented with webinars
(web seminars dedicated to learning and trai-
ning), whichin 2022, more than 100 webinars
have been held in Spain, and with quarterly
informative magazines, such as Inmobiliarios
in Spain and Real Estate in Portugal.

We consider that each real estate profes-
sional is agent of change and, therefore, we
promote their professional growth through di-
fferent initiatives, among which we highlight
Inmocidnate, the mayor event of training and
networking para professionals. In Spain, it has
been held in Seville and counted with 750
attendees and 30 sponsors and, in Portugal,
with 429 attendees.

SIRA and PIR are local partners para Spain
and Portugal of the NAR (National Associa-
tion of Realtors), which is the largest profes-
sional association of the United States and
includes institutes, companies and councils
involved in all matters of the residential and
commercial sectors.

The NAR Convention was held on November
in Orlando, to which we attended, together

with 60 professionals. Inspiring presenta-
tions were given, with a quality networking
for our real estate professionals.

We have continued our Real Estate Barome-
ter, which has been launched on a quarterly
basis to our real estate professionals, achie-
ving the participation of more than 2,000 pa-
nellists, and presenting it online in our special
programme Inmotionate en Casa.

SIRA Membership:

They are affiliations to SIRA (PIRA in Portu-
gal). With this membership, we obtain the
International Realtor Member condition, and
become part of the National Association of
Realtors® in the USA (known as NAR), which
allows the professional to be distinguished in
the market from other realtors and implies
exercising the profession being guided by
a Code of Ethics that exemplifies the com-
mitment with the highest standards of pro-
fessionality, honesty and transparency in the
real estate business. SIRA members can use
the brand Realtor®, one of the most presti-
gious brands worldwide.
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CRS Spain Membership:

It means being partner of the Council of Re-
sidential Specialists (CRS), being part of a
non-profit organisation created within the
NAR to train realtors who want to stand out
from the competition, counting with eviden-
ced training and experience and keeping a
quality commitment in the service delivered
to their customers.

CRS Designations:

They are appointments granted by the orga-
nisation for residential market specialists. In
order to request it, it is necessary for the real
estate professional to previously be member
of SIRA and CRS, to have a minimum sector
seniority of 4 years, to have participated at
least in 35 purchases, to have followed basic
REAP training, and having obtained 64 tra-
ining credits. Credits may be obtained with
sector experience, following courses, uni-
versity qualification, or attending events and
trips.

Indicators related to “We accompany” may
be consulted in section 4.2 of the report- In-
dicators Social matters

UCI
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3.3. 'We comply’

G.0 Introduction

At UCI, we are aware of our responsibility as en-
tity and as credit institution and, therefore, the
chapter “We comply” includes the description of
our corporate governance that allows an efficient
decision-making process, as it incorporates the
transparency in the assignment of functions and
responsibilities.

We additionally include issues linked to the com-
pliance and corporate ethics, the correct risk
management and the data protection and cy-
bersecurity as pillars of our management, which
contributes value to the entity, in general, and to
its stakeholders.

These are the pillars that govern UCI’s perfor-
mance and, as such, are included in our ESG fra-
mework and in the Sustainability Policy, demons-
trating our responsibility and commitment with
an appropriate governance strategy and with our
values.

Related material matters:

Issues: Corporate governance and values, Long-
term value creation, Security, transparency and
reporting, Prudential risk management.

Sub-issues: solid corporate governance struc-
ture; Secure management, ethics and respon-
sible for stakeholders; Business strategy for the
long-term value creation; Digital transformation;
Data protection and cybersecurity; Transparent
dialogue and clear language with stakeholders;
Prudential financial and non-financial risk mana-
gement.

SDG to which it contributes:
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In view of an uncertain economic and geopo-
litical environment, it is essential to guaran-
tee an appropriate management of the enti-
ty. We must have an effective governance,
adapted both to regulatory and supervisory
requirements and to the commitments with
our stakeholders.

This chapter includes our corporate gover-
nance structure, with its bodies and func-
tions, that allow defining the entity’s frame
of action, adjusted to ethical, responsible
and transparent criteria.

G.1 Corporate governance

One of our priorities is to strengthen the corpora-
te governance framework and promote its effec-
tiveness, to comply with internal standards and
with applicable regulations. In this sense, in 2022,
we have defined and updated the framework of
policies and procedures, as well as their internal
application, to reinforce the governance of our
entity.

Since May 2021, we count with a new Corporate
governance policy that constitutes the framework
that defines the entity’s Governance, Risk mana-
gement and Compliance structure (GRC).

The Corporate governance policy is complemen-
ted with other standards to guarantee the correct
management of the UCI Group, such as the fo-
llowing:

+ Bylaws

« Policy suitability of Board Members and of se-
nior management members and other key func-
tion holders

« Remuneration policy for members of the Board

UCI

of Directors
« Policy of conflicts of interest

Governing bodies

We have an appropriate and transparent organi-
sational structure and operating management
and control model, which aim is an efficient and
proportional action to the nature, scale and com-
plexity of risks inherent to its business model and
activity and, in turn, in compliance with the prin-
ciples of best corporate governance.

The organisation chart of UCI S.A,, E.F.C. Is struc-
tured with three main bodies:

« UCI, S.A. as sole shareholder, exercising the
powers of the General Shareholders’ Meeting.

« The Board of Directors, which concentrates its
activity in the general function of supervision and
adoption of the most relevant decisions.

« The Board’s Committees, which assist in the
development of its functions and include: an Au-
dit and Risks Committee and a Committee of As-
sessment, Suitability and Remunerations.

Sole Shareholder. UCI S.A.

Given our own nature, we have a sole shareholder
who governs and administers the entity, together
with the Board of Directors. Taking into account
the shareholding structure, our company UCI S.A.
exercises the powers of the General Sharehol-
ders’ Meeting and, as such, has been entrusted
with functions established by law and the bylaws.
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Board of Directors

EThe Board of Directors is the highest body of re-
presentation, management, strategy and supervi-
sion of the activity, except with regard to matters
reserved to the power of the Sole Shareholder.

As in the case of the Board of UCI SA, the Board
of Directors of UCI S.A.,, E.FC. Includes four
members. Their obligations and responsibilities
are detailed on the Annual Report of Credit En-
tities’ Capital Self-Assessment Process and are
the following:

The Board'’s policy is to delegate our ordinary ma-
nagement. In the management team, and to fo-
cus its activity on the general function of supervi-
sion and adoption of the most relevant decisions
for the company’s administration.

In order to support these basic functions through
an appropriate management monitoring, supervi-
sion and control process, the Board of Directors
counts with two specific committees that provi-
de assistance in their corresponding fields:

« Audit and Risk Committee, which Members are
appointed by the Board. Its purpose is to improve
the monitoring, information and decision making

of the Board, as well as developing, executing and
monitoring management control systems, inter-
nal control and regulatory compliance.

« Assessment, Suitability and Remunerations
Commiittee. Its most relevant powers are the as-
sessment of directors and key personnel’s suita-
bility, and the supervision and application of the
remuneration policy.

Internal Governance

Our governance comprises, at internal level, the
management instances, which activity is repor-
ted to the Board of Directors and which first level
corresponds to the General Management, with
the support of a Management Committee, an
Executive Committee and different sector com-
mittees, constituted to manage of certain mat-
ters and risks.

Senior management, within the framework es-
tablished by the Board of Directors and its Com-
mittees, plans and develops the entity’s strategy,
organises resources, leads the human capital and
organises and controls processes.

Governing bodies see Annex 1 (Point 5.1)
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G.2 Compliance and corporate ethical
culture

Our culture of Compliance

One of our priorities is to care for the com-
pliance with regulations in force, and with
policies and procedures established, as well
as adopting the best practices and ethics and
professional standards in our activity.

We are a responsible company, which implies
being aware of the Compliance as key tool in
our daily tasks and providing legal security,
and ensure the best ethical and professional
practices in the entity.

We rely in the culture of compliance as es-
sential element for:

» The risk prevention, management and con-
trol.

« The company’s appropriate operation.

+ The value creation for our stakeholders and
the society as a whole.

It is a transversal culture, and thus it affects
all levels of the entity and is part of all emplo-
yees’ day-to-day work. Its implementation in
the organisation is developed in three levels:
compliance risk prevention, detection and
management by creating and developing
specific programmes.

These risks are linked both to criminal rules
and to those established in our legal system
and which voluntarily assumed by UCI. Their

UCI

non-compliance, in addition to criminal res-
ponsibility or strong administrative penalties,
could imply serious reputational damages
with impact in UCI's image in the market.
These risks refer to the degree of compliance
with regulations in force, and to the achieve-
ment of ethical principles represented in our
values.

Compliance skills

Compliance skills include the promotion of
the dissemination, knowledge, compliance
with, the general and binding interpretation
of the code of ethics, as well as the coordi-
nation of its application, and resolution of any
consultation or doubt posed in relation to its
content, interpretation, application or com-
pliance and, in particular, to the application
of disciplinary measures by the competent
bodies.

The Criminal Risk Prevention and the Money
Laundering Risk Prevention constitute the
main competences of Compliance, given the
relevance of the involved legal and regulatory
risks, which competences are complemen-
ted with the management of the whistle-
blowing channel, which constitutes an es-
sential tool for monitoring possible breaches
of regulations, ethics or internal procedures.

Model of Compliance

We have basic standards for the correct
functioning of the organisation.

The code of ethics that develops the prin-
ciples included on the Mission, Vision and
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Values of UCI. It also establishes a set of
conduct principles and guidelines to ensure
the ethical responsible behaviour of all em-
ployees in the development of their activity,
and stipulates the compliance with the legis-
lation in force, included in UCI’s internal pro-
cedures.

In relation to the respect of the people’s in-
dividualities and rights establishes that our
labour objectives are the elimination of sexist
behaviours, the discrimination for ethnicity,
religion, nationality, civil status, sexual orien-
tation and/or social class, as well as beha-
viours that could constitute an offence, such
as the sexual and labour harassment. All
employees have a moral commitment to de-
nounce any of the aforementioned conduct
of which we are witnesses or knowledgeable,
in order to achieve a working environment in
accordance with the values, culture and cus-
toms of our company.

When performing our activity, we adopt res-
ponsible behaviour guidelines, respecting
and making others respect the Human Rights
in the internal and external relationships, as-
suming commitments included in internatio-
nal rules and guidelines, such as the Declara-
tion of the International Labour Organisation
(ILO) related to the fundamental principles
and rights at work, including the Fundamen-
tal labour rules of the ILO, the UN Guiding
Principles on companies and human rights,
and the ten Global Compact principles.

Criminal Risk Prevention System

We have a criminal risk prevention system,

which counts with a specific manual and in-
cludes other policies, procedures and con-
trols to prevent the performance, by emplo-
yees, collaborators and/or people working on
its environment, of fraudulent or inappropria-
te actions and conducts.

This system is made up of the following:
« Criminal Risk Prevention Manual.

« Money Laundering Prevention and Terro-
rist Financing Prevention.

Apart from the specific manual, we note the
significance of the due control and com-
pliance with obligations in this matter for the
entity. The non-compliance with obligations
established by the legislation for this section
could imply serious penalties, both economic
and administrative, for the entity.

Therefore, at UCI we have implemented a se-
ries of procedures to detect suspicious ope-
rations, which must be immediately commu-
hicated, according to the Money Laundering
Prevention Manual.

From the particular standpoint of the com-
pliance with the money laundering preven-
tion regulations, the essential working lines
during 2022 have been the following:

> Follow-up of the alert management system
of potentially suspicious money laundering
and terrorist financing operations, both in fi-
nancing and in the sale of estates, regardless
of the subsequent detailed analysis of each
file.
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> Review of the money laundering prevention
system by an External Expert, by virtue of
Law 10/2010, of 28 April, on money launde-
ring and terrorist financing prevention.

> Internal verification of the Money Launde-
ring Prevention system by UCI’s Internal Au-
dit Department.

> Review and update of the risk self-assess-
ment report, in relation to money laundering
prevention.

« Whistleblowing procedure.

We have a Whistleblowing Channel, which
is a procedure to report the non-compliance
with regulations, allowing the collaborators to
confidentially communicate conducts that
could imply a lack of compliance with the
corporate governance system or the com-
mission by any of the collaborators of an
action against law (in particular a criminal
action) or against UCI’s acting standards in-
cluded on the Code of Ethics and in internal
policies and procedures

« Catalogue of best and bad practices within
UCI.

« Gift and invitations policy. Anticorruption
and anti-bribery policy.

The gift policy establishes guidelines to be
considered in relation to the possible delivery
or acceptance of gifts at UCI, for the purpose
not incurring in actions contrary to the regu-
lation and internal procedures.

Additionally, we count with an anticorruption
and antibribery policy. UCI has assumed a

UCI

commitment of “cero tolerance” with regard
to corruption and/or bribery activities, in all
shapes and circumstances. The purpose of
the anticorruption and antibribery policy is to
identify the most regular cases for this type
of activities and how to proceed to identify,
prevent and avoid them.

«Policy of relationships with authorities and
Public Administrations.

« We also have an exemplary catalogue of
money laundering risk operations - real es-
tate sector and credit institutions sector,
published by the Treasury Department, and
available to the employees.

The compliance function includes other poli-
cies to guarantee a correct functioning of the
organisation, such as the following:

Consumer Protection Policy
(Protection of the Customer’s Interest)

At UCI, one of our main objectives is the res-
pect for the customers’ interests and their
inherent rights. Accordingly, the Consumer
Protection function with nine principles is
very relevant within the field of Compliance.
This part is explained in the section of “The
customer at the heart”.

General Conflicts of Interest Policy

Its purpose is to make available guidelines to
the employees, board members and the enti-
ty, to prevent and manage conflicts of interest
that could occur as a result of its activities.
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This policy has been developed taking into
account proportionality criteria with regard
to the entity’s structure to identify the cir-
cumstances in which there could be con-
flicts of interest, and the internal regulation
of reference that establishes mechanisms to
prevent and manage conflicts of interest, in
particular:

« Code of Ethics.

« Internal Government Policy .

» Remuneration Policy.

« Essential Service Outsourcing Policy.

« Anticorruption and Antibribery Policy.
Gifts and Invitations Policy.

« Procedure Know Your Intermediary.

« Suppliers Contracting of Procedure and Su-
pplier's Code of Conduct.
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Our Activity

Whistleblowing Channel. Throughout 2022,
three ethical alert communications have
been received and processed, of which two
communicated situations that could be re-
lated to Human Rights. In Portugal, no report
has been registered in 2022.

Gifts and invitations. During 2022, no inci-
dent has been registered in relation to the
Gift Policy.

Money laundering prevention alerts. During
2022, the following have been analysed:

+ 1,835 alerts in Spain, out of which 11 were
communicated to the OCI (internal control
body) and, of these, 1 was communicated to
the SEPBLAC. Furthermore, we have conti-
nued with the process of ongoing review of
the customer portfolio, from the standpoint
of money laundering prevention, which has
implied the analysis of 444 additional alerts
generated through the ongoing monitoring
process.

+ In Greece, 25 alerts have been analysed,
none of which have been communicated to
the local regulator.

« In Portugal, 614 alerts have been analysed,
and one has been communicated to the local
regulator

Awareness and training

During 2022, the Compliance area has conti-
nued training and raising awareness, in order
to train, inform and raise awareness among
the employees on possible risks, and to pro-

UCI

vide them with the necessary tools to iden-
tify and prevent them, as well as to mitigate
them, if such risk materialised.

Compliance training modules given during
2022 in Spain have been the following:

« Competition Law.

« Criminal Risk Prevention .

« Anticorruption and gift policy.

« International Penalties and Seizures .
» Money laundering prevention.

+ Data Protection.

« Protection of the customer’s interest.

« Advertisement of banking products and ser-
vices.

« Volcker.
» Validation and monitoring of products.

The scope of all of them has covered all sta-
ff, except for the one related to the compe-
tition law, which was aimed for managers,
including senior management. The Volcker
training has been aimed to a given group of
employees and directors.

Internal communications for the awareness
of contents related to Compliance have been
the following:

« Culture of Transparency.
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« Culture of Compliance.
» Money laundering prevention.
- Communication procedure Alerta Etica.

« Communication policy anticorruption and
Policy of gifts.

« Communication Manual of Prevention of
Risk Penal.

Regulatory developments

In the framework of the Compliance function,
one of the main aspects is the identification
and analysis of regulatory developments that
affect the entity. In 2022, 52 communica-
tions on regulatory developments in Spain
have been disseminated.

Tax contribution

UCI carries out an appropriate tax contri-
bution in the different jurisdictions where it
operates.
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Tax information

UCI profits per country (Euros) 2021 2022

Spain (*) 25,484,540.47€ -58.845,442.97€
Portugal 3,792,172.44€ 3,441,170.99€
Greece 75,891.30€ 377,891.55€
Brazil 134,689.00€ 14,834.00€

Total consolidated profits 29,487,293.21€ -55,011,546.43€

(*) 2022. Results are affected by Elcano project, ehich has implied the sale of the aggravated loan portfolio.

Taxes paid on profits - Spain 2021

Definitive CIT 2020 settlement 5,343,611.64€
First interim payment CIT 2021 -830,681.49€
Second interim payment CIT 2021 -2,492,058.41€
Third interim payment CIT 2021 -642,912.20€

Taxes paid on profits - Spain 2022

Definitive CIT 2021 settlement

3,965,652.10€

First interim payment CIT 2022

-1,801,985.59€

Second interim payment CIT 2022

-1,259,445.16€

Third interim payment CIT 2022

0.00€
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Taxes paid on profits - Portugal 2021

Definitive CIT 2020 settlement 271,993.64€
First interim payment CIT 2021 395,473.00€
Second interim payment CIT 2021 395,473.00€
Third interim payment CIT 2021 395,473.00€

Taxes paid on profits - Portugal 2022

Definitive CIT 2021 settlement 88,952.65€

First interim payment CIT 2022 364,396.00€
Second interim payment CIT 2022 364,396.00€
Third interim payment CIT 2022 364,396.00€

Allowances and subsidies

2021 2022

ELENA Programme (European Local N/A 1,056,000.00€
Energy Assistant)

!ENGAGE project for ESG activation N/A 38,400.00€
investments
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G.3 Responsible supplier management

For the purpose of guaranteeing an appro-
priate global supplier management, sustaina-
ble over time, at UCI we have created a new
model that comprises the following phases:

1. Understanding of the Supplier

2. Risk Analysis and Homologation

3. Contract Validation (if applicable)

4. Assessment, Control and Monitoring

A new function has been created and is in
charge of analysing and rating the supplier
with a risk rating that will determine the fea-
sibility to be able to establish a contractual
agreement (homologation). Prior to contrac-
ting, all suppliers are given a risk rating.

Therisk rating assesses the quality, experien-
ce and stability of the suppliers, including, for
these purposes and without limitation, their
financial solvency and degree of continuity
in the service delivery, their market reputa-
tion and extent to which they comply with
the most relevant applicable Laws and stan-
dards. In particular, their compliance with
money laundering prevention and customer
protection rules is assessed.

In order to assess these element

s and to determine the supplier’s risk rating,
the supplier’s identifying information is co-
llected.

At UCI, in our commitment to adapt to new
regulatory requirements, we have created

UCI

the outsourcing function, as control unit in
charge of the documentation, management,
monitoring and control of outsourcing agree-
ments.

The purpose of this function is to establish
the governing and organisational structure,
as well as the supervisory structure, to gua-
rantee the compliance with principles esta-
blished by the competent authorities and
the applicable regulation with regard to the
outsourcing of functions or services, mainly
on those referring to essential or important
functions.

Thus, at UCI, under the application of the
proportionality principle, we have met re-
quirements established by the competent
authority in Circular 3/2022, of 30 March,
amending Circular 2/2016, of 2 February
(Standard 43) and Outsourcing Guidelines
(EBA/GL/2019/02).

In order to ensure the adaptation to these
principles, the Outsourcing Policy and out-
sourcing contracts in force, categorised as
essential, have been subject to internal audit
and review by an external consulting service.

Supplier assessment

On an annual basis, an assessment is made
of suppliers and/or outsourced services by
the person in charge of their associated pro-
cesses.
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« Suppliers that are within the scope of the
certificate 1ISO 9001 and/or 1ISO 14001 and
in which the assessment criteria and me-
thodology documented in the corresponding
procedures have been established, are as-
sessed.

« In 2022, environmental matters have been
integrated in the annual quality assessment,
taking into consideration our “life cycle”.

Once assessed, those in charge of each
one of them communicate the result to the
supplier, in order to establish actions of im-
provement to allow them to satisfy the es-
tablished requirements and our customers’
needs and expectations, creating value for
the entity and for our stakeholders.

Number of assessments made:

The result of the suppliers’ performance as-
sessments in 2022 has been the following:

Spain Portugal Spain Portugal
Quality assessment 41 24 18 14
Environmental assessment S 10 13 0
Quality and environmental assessment 6 0 0 0
Total 52 34 31 14

Spain Portugal UCI Global
Suppliers 3.69 3.63 3.66 | Satisfactory
Outsourced services 3.37 3.76 3.57 | Satisfactory
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G.4 Privacy and data protection

At UCI, we are committed to providing our
customers with a high degree of reliance and
security in relation to their personal data.

The main initiatives developed in this area
focus on the adoption of measures to gua-
rantee that all of the entity’s information
assets are duly protected, limiting their use
to the purpose of processes for which they
are aimed, and ensuring a controlled access
to them, based on UCI’s security guidelines.
The compliance with applicable regulatory
requirements on data security and privacy,
particularly personal data, is guaranteed.

Our technical and organisational measures
guarantee the confidentiality, integrity and
availability of the information included in our
databases and corporate applications.

The entity cares for the correct privacy and
data protection risk management, for which
purpose we count with the following:

« Corporate standards with general lines of
action to comply with legal requirements.

+ The responsibility of all areas towards the
compliance with obligations contained in
the European Data Protection Regulation
(GDPR) and in the different applicable local
regulations in this matter (LOPDGDD. LSSI-
CE, etc.).

UCI

+A governing model based on:

« A corporate political framework of refe-
rence, duly validated by the entity.

- The designation and appointment, by
the Board of Directors, of the figure of the
corporate Data Protection Officer (DPO),
and the corresponding communication
to the Control Authority (AEPD).

« Constitution of the support body called
Office DPO, made up of the Regulatory
Compliance, Legal, Customer Protec-
tion Service and DPO Corporate depart-
ments, in charge of the global privacy and
data protection management.

« Compliance and Data Protection Com-
mittee, in charge of supervising and con-
trolling activities related to the informa-
tion protection programme, and which
represents all relevant areas within the
entity in this matter. The Committee
meets every two months, is chaired by
the CEO and is informed of the situation
status and other relevant matters regar-
ding compliance and data protection.

Other measures that reinforce our commit-
ment with data protection are the following:

« Collaboration with external service su-
ppliers that must meet principles required by
the data protection regulation.

« Inventory of the entity’s processing activi-
ties and information on the management of
security incidents by UCI.
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 Data protection technical training of the
DPO and other people in charge.

« DPO’s involvement in the Data Protection
Committee of the National Association of
Credit Financial Establishments (ASNEF)
and in the Club DPD of the Spanish Quality
Association (AEC).

« Certificate of the Corporate DPO according
to the certificate scheme of the Spanish Data
Protection Agency (AEPD)

+ Monitoring regulatory developments,
allowing the improvement and updating of
methodologies and documentation.

« Employees’ training and awareness.

The respect for the fundamental right to data
protection and privacy is established in our
Code of Ethics. We have action principles in
customers’ Privacy and Rights, and internal
regulation that develops the confidentiality
and the diligent processing of all personal
data managed at UCI.

During 2022, we have carried out commu-
hication and training actions in security and
privacy, with compulsory training actions for
all employees, and awareness actions for
employees, customers and the society in ge-
neral.
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G.S Information security

Digital transformation is an essential ele-
ment in any organisation, and more so as a
consequence of the recent years. At UCI,
we use this digital transformation to improve
the efficiency of our processes, improve the
customer experience and take advantage the
new opportunities. In order to carry out this
transformation in a responsible manner, cy-
bersecurity and information security must be
closely considered.

Cybersecurity and information security are
part of the strategic focus of the organisa-
tions and of UCI, where protection and priva-
cy are critical, for several reasons: to ensure a
correct business development, control possi-
ble risks and vulnerabilities to which we may
be exposed, and generate trust in the custo-
mers, investors and other stakeholders.

In 2021, the process of ISO 27001 certificate
of Information Security started and, in 2022,
we have achieved the certificate that evi-
dences that UCI has an Information security

Management System in accordance with the
standard UNE-ISO/IEC 27001:2017.

This international standard provides with
entity with the necessary requirements to
obtain an information security management
system (ISMS), allowing us to prevent securi-
ty issues and to specify the implementation,
maintenance and ongoing improvement in
this matter.

The certificate has been achieved after im-
plementing information security governing
components and integrating them in the Cor-
porate governance structure. Additionally, in
parallel, cyber capacity assessments have

UCI

been performed, demonstrating through data
the greater Government maturity.

We thus guarantee that information systems
that serve the technological process of our
mortgage products after sales management
meet high information security requirements.
By obtaining this certificate, it is confirmed
that the business processes, IT services,
assessment-based assets and the risk ma-
nagement are identified and valued. Additio-
nally, it is confirmed that the most efficient
and coherent controls and procedures are
adopted, and that these are aligned with the
business strategy.

Apart from obtaining the certificate, the fo-
llowing have been our main axes of action in
2022:

+ SIEM optimisation, Cybersecurity event de-
tection and correlation system.

+ Cyber-intelligence, cyber-simulations and
incident response.

« Strategic plan to prevent information leaks
and protect information.

« Analysis of supplier-associated risks: third
parties that establish collaboration agree-
ments with UCI must demonstrate adequate
levels of maturity.

» Cyber policy. UClis included in the coverage
of our shareholder BNP Paribas.
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G.6 Comprehensive risk management

At UCI, we consider the risk as an inherent
factor to our business activity. A correct
analysis, measurement and management
will contribute to the maintenance of solven-
cy and liquidity levels.

We count with a comprehensive risk mana-
gement process, which includes an efficient
monitoring by the Board of Directors and se-
hior management and the implementation of
different appropriate policies and procedures
to timely identify, quantify, assess, monitor,
report and control or mitigate all significant
risks, and to assess the capital and liquidity
sufficiency in relation to the risk profile and
the macroeconomic and market situation.

UCI's Risk Management Framework covers
all principles and procedures implemented
in the entity, which main purpose is to imple-
ment a solid risk management culture within
the entity.

Internal governance

Our risk governance structure allows us to ca-
rry out an effective supervision in line with our
risk appetite. It relays in the management mo-
del of the three lines of defence, our structure
of committees, and a solid risk culture.

We count with a model of three lines of defen-
ce to effectively manage and control risks:

First line

Business functions that take or generate
risk exposure constitute the first line of
defence, which identifies, measures,
controls, monitors and reports risks and
applies the internal regulation on risk
management. The risk generation must
adjust to the approved risk appetite and
associated limits.

Second line

[t must ensure, within its respective areas
of responsibility, that risks are managed in
agreement with the risk appetite defined by
senior management and promote a strong
risk culture throughout the organisation.

Third line

The internal audit function is independent
to guarantee to the Board of Directors
and senior management the quality
and efficiency of internal controls,
governance and risk management systems,
safeguarding our value, solvency and
reputation.
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Risk management, compliance and internal
audit functions have an appropriate level of
separation and independence. Each one of
them has direct access to the Board of Direc-
tors and their committees.

Structure of risk management committees

The Board of Directors is ultimately respon-
sible for the risk management and control.
They review and approve frameworks and
the risk appetite, and promote a solid risk cul-
ture throughout the organisation.

UCI

The Group’s chief risk officer (Group CRO)
establishes the risk management strategy,
promotes an appropriate risk culture and
is responsible for supervising all risks, apart
from challenging and advising the business
lines on their risk management. They have
direct access and report to the Board’s Audit
- Risks Committee and to the Board of Direc-
tors.

The risks governance separates the control
line from the risk line:

Board’s Audit-Risks Committee

This committee is responsible for the
risk management, in agreement with
powers delegated by the council, and is
authorised to accept, modify or escalate
those actions or operations that could

Risk Management Committee

This committee is responsible
for the risk management and to
provide a holistic view of such
risks. They determine whether

Tasks . . the business lines are managed in
expose the entity to a relevant risk, as . . .
agreement with the risk appetite.
well as the most relevant models. The . . .
. : . . They also identify, monitor and
committee makes risk assumption deci- .
. . . assess the impact of current and
sions at the highest level, in agreement emersine risks in UCI's risk profile
with UCI’s risk appetite. sing P ’
Chair Independent Board Member Group CRO

Composition

Appointed executive directors and other
senior management members (CEO),
representing the functions of Risk mana-
gement, Compliance and Audit.

Senior management members

and Risk management, Com-

pliance, Financial and General
Intervention functions.

Frequency

At least, half yearly / At request

Quarterly
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Risk management system (RMS)

At UCI, we systematically assess risk profi-
les, using a unique robust methodology that
allows analysing all types of risk to which we
are exposed, in agreement with the identified
corporate risk mapping. It also shows results
at different levels per type of risk and unit
through a scoring system that classifies the
profile in four categories: low, medium-low,
medium-high and high.

The RIA methodology (Risk Identification and
Assessment), aligned with our shareholders’
methodology, the market’s best practices
and taking as reference the guidelines sent
to the supervisor established in the PRES, is
based on the fundamental principles of the
risk identification and assessment model,
such as: self-assessment and suitability of
the exercise, efficiency, holistic and compre-
hensive view of the risk, by means of the use
of common methodologies, convergence
and alignment aimed to the decision-making.
The three lines of defence participate in the
exercise, reinforcing our risk culture when
analysing the evolution of the risks and iden-
tifying areas of improvement.

The risk profiles’ assessment integrates the
following blocks:

« Risk performance, which allows measuring
the profile of exposure to each type of risk.

« Control environment, which assesses the
distance to the target operating model of our
advanced risk management, according to re-

gulatory requirements and best practices in
the market.

« Analysis of the business model. Prospecti-
ve analysis, assessing potential threats that
could affect the business planning and stra-
tegic objectives.

Risk appetite framework

At UCI, we carry out a comprehensive risk
management, where the risk appetite’s de-
finition and control is a key element. In this
context, our Risk Appetite Framework (he-
reinafter, RAF) formalises the structuring of
the decision-making with regard to risks, the
definition, level and composition of risks we
wish to assume in our activity, as well as the
risks’ supervision mechanism and follow-up.
As part of the risk appetite framework, a risk
appetite statement (RAS) is included, es-
tablishing the articulation, in writing, of the
aggregated level of types of risk that at UCI
we are willing to prevent, reduce, share or
accept to achieve our strategic objectives.

The Board of Directors annually establishes
the risk appetite and the FGR is in charge of
the risk management profile, in line with the
established risk appetite.

The main elements on which the entity’s
risk appetite is based are the following:e Un
perfil de riesgo objetivo medio-bajo y prede-
cible centrado eminentemente a la conce-
sion de créditos hipotecarios a particulares.

« A medium-low predictable risk profile tar-
get, mainly focused on granting mortgage
credits to individuals.
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+ A solid structure in terms of capital and
liquidity, with risk profiles that do not com-
promise the entity’s feasibility.

« Anindependent risk management function
with active involvement by senior manage-
ment in order to reinforce a solid risk culture
and sustainable capital profitability.

+ A remuneration policy that aligns the em-
ployees and management’s interests with
the entity’s long-term risk appetites and re-
sults.

Non-material risks with
regulatory requirements

Material risks

Credit and
concentration

Strategic

Solvency

Liquidity and
financing

Structural balance sheet
interest rate

Operating

UCI

Corporate risk mapping

The different risks to which we are exposed
as entity, classified per relevance and per the
application of regulatory requirements are
presented below.

Non-material risk without
regulatory requirements

Market

Reputational
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ESG Risk

At UCI, in our commitment with the planet,
we integrate the ESG criteria as one of the pi-
llars that guide our sustainability strategy.

The ESG approach is continuously compared
to the stakeholders’ expectations, actively
participating in discussions to understand
their different perspectives.

Taking into account all analysed elements,
the ESG risk profile is established as me-
dium-low. The risk profile assessment is ba-
sed on a scale of 4 risk levels, aligned with
that established in the PRES Guidelines for
the competent authorities.

Based on the EBA consulting document on
the ESG risk management and supervision
(EBA/DP/2020/03), we have identified, as-
sessed and managed the ESG risks in adap-
tation to the competent authorities’ review
and assessment expectations.

Environmental (E)

The E from Environmental alludes to the di-
rect and indirect effect of our activity over
the environment.

The following table details the environmental
factors and associated indicators that deter-
mine the environmental risk profile at UCI.
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Risk pro- Risk
file appetite

Environmental business GAR (PN) 7.44% -

Environmental factors® Indicator / KRI

Risk of river flooding 1.1
Risk of sea flooding 1.0
Risk of desertification Risk 15
model of
Physical risk ) ] Sociedad
(Climate YiSk) Risk of fire de 1.9
Tasacion
Seismic risk (ST)

Energetic certificate
(emissions)

Energetic certificate (con-
sumptions)

Risk of transition

(Climate risk) e
24 25
Environmental risk Medium- Medium-
low low
*Factors, indicators and metrics refer to the counterparties’ assessment, not to the institution per se.
Contributing to the environmental business Green Asset Ratio (GAR). The following gra-
factor, at UCI, we have established green phs show the degree of compliance with the
production commitments under the Euro- annual objectives and global commitments.

pean Investment Banks and Sustainalytics
criteria that have a positive impact over the
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Eurnpean
SUSTAINALYTICS 'I l Investsent
Bank
Total UCI Group Total UCI Group
Monthl I YtD goal
UCI Group YP (€m) o }! goa gooa Traditional Channel UCI Group YP (€m) Monthl):goal b g(c):al
2 10% 110% 12 1307% 137%
10 10
8 8
6 “‘-----.. 6 L LLELEY

as®

4
2 2
Y 0
I N I I N N N N N N N N IN] IN] IN] I\ IN] I\ IN] I\ IN] N IN] IN]
. Allocation Sustainalytics ~ +»*" Goal . Allocation Sustainalytics . ,*" Goal
Global Sustainalytics commitment (€m) 325 Global BEI commitment (€m) | Belem | 2020-2024 100
Global accomplishment 55,9% Global accomplishment 84,4%
*Data month -1 *Data month -1
Global BEI commitment (€m) | Prado VIII| 2021-2025 50
Global accomplishment {04
*Data month -1
Sustainalytics commitment (€m) BEI commitment | Belem (€m)
Allocation (€m) Allocation (€m)
1816 if;;(&") 84,4

Global Global Rest (€m)
commitment (€m) commitment (€m) 156
325 100
BEI commitment | Prado VIl (€m)
Rest (€m)
35
Allocation (€m)
15
Global
commitment (€m)
50
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Climate risk

In order to create a common and consistent
framework at global level to consider the
economic risks derived from the global war-
ming, the Task Force on Climate related Fi-
nancial Disclosures (TCFD), created by the
FSB, established in 2017 their definition and
categorisation.

Climate change risks may be divided into
two main categories: those derived from the
physical impacts and those derived from the
transition towards a low-carbon economy.

Risks of transition

Commitments acquired by the signatories of
the Agreement of Paris and the consequent
transition towards a decarbonised productive
system imply a drastic transformation of the
global economy through important changes
in regulation, the market or the technology.

The Agreement of Paris of 2015 and the Sus-
tainable Development Goals, as part of the
United Nations Agenda 2030 for Sustainable
Development, implied a turning point in the
raising of awareness for the world to head
towards sustainability.

At UCI, we have integrated the sustainabili-
ty and the responsibility in our commitment
with our stakeholders, offering innovating so-
lutions adapted to our customers’ needs, and
that contribute to the social wellbeing and
the care for the environment.

We support the climate change targets mar-
ked by the Agreement of Paris. Our ambition
is to reach net zero emissions in 2050, and
are working in establishing our first decarbo-

UCI

hisation targets. Our objective is to support
our customers in the green transition and
contributing to the Paris targets with the de-
velopment of a complete green and sustai-
nable financing offer.

In an environment where consumption mo-
dels must adapt to the new social and envi-
ronmental risks, we have taken part of this
challenge, implementing initiatives and fi-
nancial products that contribute to the social
wellbeing, the sustainability and the care for
the environment.

At UCI, one of our priorities is to boost the
transition towards a more equitable, inclusive
and sustainable future for everyone. At a mo-
ment of technological and social transforma-
tion as this, diversity and the inclusion are es-
sential for the entities to create value to their
stakeholders and the society as a whole.

Physical risks

Physical risks of the climate change are de-
fined as those that derive from the growing
severity and frequency of extreme climate
events or from a gradual and long-term chan-
ge of the clime of the globe. These risks may
directly affect the companies by means of
the damage of assets or infrastructures, or
indirectly, in the alteration of operations or
unviability of activities.

At UCI, we have integrated the physical ris-
ks based on how they affect the guarantees
that endorse the operation granting.
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In this sense, we have measured and analy- The global physical risk associated to each
sed the portfolio in Spain, since 2010, to have province and determined by the aggregation
a comprehensive documented view. of particular physical risks is presented in the
The methodology used is based on the phy- following map:

sical risks measurement model used by the
entity Sociedad de Tasacion, who have as-
sessed the physical risks of 36,304 guaran-
tees (33% of the total).
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Detail of physical risks

Location of the Properties

Soria 0.04%
‘ * Le6n 0.19% ‘
Pontevedra 0.53%

Asturias 1.02% T~
—

BN

Murcia1.04%
Castellon 1.11%
Toledo1.32%
Zaragoza1.38% —
Santa Cruz Tenerife 1.46% ——

—— Madrid 24.23%

Huelva173% ——

Cérdoba1.78% ——

Tarragona1.98% ——

‘ Alicante 291% ~
-
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e
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Seismic Risk
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The seismic risk gradient has been calculated
following the provisions based on the basic
seismic acceleration, a scale that marks the

A4Limtensity, being the jparameter contemplated in
the NCSE-02 Standard. The letters have been
established according to the following scale,
the letter gradients being:
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Risk of River Flood
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UCI

This parameter analyzes the potential dan-
ger of river flooding in a specific geographic
location. As a flood zone, the definition and
criteria set forth in the R.D. 849/1986, and

A9592%R.D. 9/2008 laws have been followed. The
classification has been made according to
the evaluation that the river basin districts
carry out of the risk of flooding:
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Risk of Marine Flooding

B 0,05% In a similar way to the risk of river flooding,

the risk of flooding of marine origin has been
analyzed, considering as flood zones those that
are not caused by tides, since if so, they would

A99.65%  form part of the terrestrial maritime public
domain.
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Risk of Air Pollution
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UCI

In this parameter the global air quality is cate-
gorized, based on the weighting of the ratios of
evaluation of the compliance or non-complian-
ce with the limit values or the legal objective
values during the last decade, for the different
concentrations in the ambient air of the subs-
B 493{Znces. pollutants included in RD 102/20T1,
regarding the improvement of air quality.

A4.3%

No Ev.
43.92%

The substances analyzed are: sulphur dioxide (S02), nitrogen dioxide (NO2), particles
(dust, ash, soot, metallic particles, cement and pollen) with an aerodynamic diameter
equal to or less than 10 and 2.5 um, lead (Pb), benzene (C6H6), carbon monoxide
(CO), ozone (03), arsenic (As), cadmium (Cd), nickel (Ni) and benzo (a) pyrene
(C20H12).
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Risk of Extraordinary Claims

This parameter analyzes the number of extraor-
dinary claims that have been registered on real
estate during the last ten years, by municipality,
E0.95% expressed in number of claims per thousand
inhabitants. Extraordinary risks are understood
to be those not covered by a standard insuran-
ce policy. These risks include contingencies
A%f.pgtural origin and those caused by acts of
violence.
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Energy Rating of the Property (Main Indicator, Emissions)
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The energy rating scale (Main Indicator, Emissions) is based on CO2 emis-
sions per m2of Surface associated with heating, cooling, DHW, ventilation
and lighting services (only business buildings).

It is made up of the letters, from A to G, and is the result of the relations-
hip between the emissions of the building in question and a building with
similar characteristics and that meets either the requirements related to
the Technical Building Code (CTE).

A0,43%
B 0,86%
C 4.30%

G14,39%

F10,28%
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Energy Rating of the Property (Secondary Indicator, Consumption)
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The energy rating scale (Secondary Indicator Consumption)
reports on the primary energy consumption per m2 of surface
associated With heating, cooling, DHW, ventilation and lighting
services (only business buildings).

It is made up of the letters, from A to G, and is the result of the
relationship between the emissions of the building in question and
a building with similar characteristics and that meets either the
requirements related to the Technical Building Code (CTE).

B0,77%
No Ev. 9,72% A0,27%

G14,57%

F12,5%
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Social (S)

The S for Social takes into account the
repercussion of activities performed by the
entity over the community and stakeholders.

UCI

tionships with employees and customers.
The following table details social factors and
the associated indicators that determine the

entity’s social risk profile.

At UCI, we carry out a quarterly monitoring
of the social risk, analysing factors related
to the investment in the community, rela-

Social factors® Indicator / KRI Value Ris!( RiSk.
profile | appetite

Community

Investment rate in the

Relationship with
employees

. 0.31%
community
Personnel rotation rate 5.39%
New contracting rate 3.19% 1.5
Dismissal rate 0.95% 1.7
Absenteeism rate 3.27% 20
Employees gender gap -19.08% 1.0
Senior Management 55.56% -
gender gap
Employees salary gap 9.40% 1.7
Senior Management 29.12%
salary gap
Rate of disabled 0.94%
employees
Employee training per year 3749 1.0
Rate of external employees  0.637% 1.2

Sustantibility Report 129



UCI

Social factors* Indicator / KRI Rls.k RISk.
profile | appetite
Work acciQent 299
frequency index
Relationship with Professional illness i 10
employees frequency index :
Work.acs:ldent 0.08 18
severity index
Relation with customers Rate of c;omphanpe 96.26% 21
responsible credit
23 2,5
Social risk Medium-  Medium-
low low

*Social factors have been grouped according to the main stakeholders with whom the institution could interact. Additionally,
the list of factors has included the fundamental agreements of the International Labour Organisation (ILO). Factors, indica-
tors and metrics refer to the counterparties’ assessment, not to the institution per se.

In order to contribute to the improvement of
certain social factors and mitigate the enti-
ty’s social risk, the entity’s Equality Plan has
been revised, adapting it to the new stan-
dards required by the Government through
RD 901/2020. The Plan contemplates mea-
sures and actions to guarantee the equality
through specific management bodies, pro-
mote the defence and effective application
of the gender equality principle, prevent the
sexual and gender harassment, ensure that
all team managers are aligned with the equa-
lity philosophy and principles, promote a cul-
ture of awareness and foster the presence of
women in all positions and levels where they
are under-represented, particularly in res-
ponsibility positions.

Corporate governance (G)

LThe G for Governance refers to the com-
pany’s corporate governance, the composi-
tion of the Board of Directors, or transparen-
cy policies and codes of conduct applied.

The following table details the corporate go-
vernance factors and associated indicators
that determine UCI’s governance risk profile.

130 Sustantibility Report



UCI

Corporate govsrnance Indicator / KRI RIS!( RISk.
factors profile | appetite
Ethics considerations SDG contribution rate 70.407%
Qlobal Compact contribu- 69 53%
tion rate
Strategy implementation )
Strategy and risk rate
management
RMS (a) alignment rate 84.27%
ICS (b) alignment rate 92.00% 1.6
Document management Correct documentation rate -
Transparency

Corporate governance risk

2.3 2.5
Medium- Medium-
low low

(a) Risk management system
(b) Internal Control System

*Governance factors have been grouped in four main subtitles, identifying a common main characteristic of underlying fac-
tors. Factors, indicators and metrics refer to the counterparties’ assessment, not to the institution per se.

The corporate governance risk management
has focused on complying with action plans
that respect the project developed by a con-
sulting firm, based on the exhaustive analysis
of the internal control framework that reinfor-
ces the entity’s governance framework.

In this sense, we note the creation and up-
date of a framework of policies and proce-
dures, as well as the associated governance
framework, which responds to the regulation
in force and to the market’s best practices.

Indicators related to “We comply” may be
consulted in section 4.3 of the report- Gover-
nance matters.
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4. Indicators

4.1. Environmental matters
Portugal

2021 2022 Variation 2021 2022 Variation

Greenhouse Gas Emissions (GHG)

Total CO2 emissions (t / C0O2) 413.72 485.11 17.26% 126.08 212.98 68.92%
o Bepyestons (direct emissions) 242,07 23106 -455% 0.00 0.00 .
Scope 2 emissions (indirect emis- 99.71 13857 38.97% 1855 2751 48.30%
o o (indirect emis- 794 1549  60.54% 10754 185.47 72.47%
Total non-hazardous waste (t) 21.98 23.81 8.34% 1.52 0.64 -57.98%
Total hazardous waste (t) 0.69 462 568.99% 0.08 0.08 -
Total recycled waste (t) 22.67 28.43 25.41% 1.61 0.72 -55.28%
Total water consumption (m3) 586.9 1,075.12 83.19% 174 147836 -15.04%
Water consumption per 1.01 203 100.99% 196 164 16.33%
employee(m?3)

Total paper consumption (kg) 2,909.20 3,381.67 16.24% 4,370.90 3,968.33 -9.21%
Paper consumption per employee (kg) 5.57 6.39 14.72% 89.00 44.09 -50.46%
Total energy consumption (kWh) 501,073.08 551,497.26 10.06% 86,649.28 111,495.90 28.67%
f;v‘;’ﬁ‘;‘;’;f)”mptio” per employee 959.91 1,042.53 8.61% 973.59 1,238.84 27.24%
Working trips (km) 282,388.00 559,776.66 98.23% 392,644.00 529,622.00 34.89%
Diesel consumption (1) 55,725.00 33,400.00  -40.06% -
Fuel consumption (1) 62,342.00 80,292.00 28.79% -

Fight against Climate Change

Amount of green production according to

Sustainalytics criteria (M€) 58.99 59.22 0.39% 32.90 52.50 59.57%
Total green operation (Sustainalytics o o
criteria / EEML) 218 229 5.05% 7 238 39.18%
Amount of green securitisation funds: 19.84 18.86 4.94% 9.03 15.63 73.09%
RMBS Green Belém | (M€) : ) e ‘ ) Y
Amount of green securitisation funds: N

RMBS Prado VIl (M€) 6.18 999 6165% - - -
Total energy savings of the green product 463212 8172162  1664% 7730 54350 603.10%
range (kWh / m2/ year)

Reduction of emissions of the green o

product range (t/C0?) 1,688.00 2,738.83 62% - -

Given the readjustment of the tool Greembko, the information related to environmental data corresponding to the year ended December 31, 2021 has been restated.

The source of emission factors used when calculating the Carbon Footprint in Spain is the Ministry for the Ecologic Transition and Demographic Challenge and, in Portugal, EDP, DEFRA and
carbon footprint.
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4.2. Social matters

2021 2022 Variation 2021 2022 Variation
Great Place to Work (GPTW)

Employee’s satisfaction - GFTW 75% 75% - 83% 81% -2.41%
Training hours Collaborators 1,491.52  1,943.35 3.93% 2,576.00 1,673.50 -35.03%
Training hours Managers 4,960.49 6,176.34 24.51% 873.00  1,108.50 26.98%

Training hours Management 1154.85 N/A N/A
975.31 146.74% o
Training hours Senior Management 1,251.67 386 196 -49%
Total 17,427.32 2,526.21 17.78% 3,835.00 2,978.00 -22.35%
Total number of training hours/employee per year 31.86 36.09 13.28% 41.24 32.79 -20.49%
% voluntary training hours 73.59% 60.04% -18.41% - - -
% compulsory training hours 26.41% 39.96% 51.31% 16.85% 1.M% -93.41%

Rotation and Mobility

Rotation rate - % (1) 5.467% 3.81% -30.29% 3.93% 13.02% 231.30%
Internal mobility rate - % (2) 1.67% 19.22% 64.69% 8.89% 12.22% 37.48%

(1) Percentage resulting from dividing two quantities: the total number of employees who have left in the year divided by the average number of employees
at the beginning and end of the year.

(2) Percentage resulting from dividing the number of mobilities in the year by the average number of employees at the beginning and end of the year. The end of
temporary assignments is not included.

Employees

Employees per Gender

Women (total no.) 297 302 1.68% 53 53 0.00%
Women (%) 56.90% 57.09% 0.33% 59.55% 59.34% -0.35%
Men (total no.) 225 227 0.89% 36 37 2.78%
Men (%) 43.10% 42.91% -0.44% 40.45% 40.66% 0.52%

Total 522 529 1.347% 89 90 1.12%
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2021 2022 Variation 2021 2022 Variation

Employees

Employees per Age

AgeEmployees < 25 years old (total no.) 2 3 50.00% - 1 100.00%
Employees < 25 years old (%) 0.38% 0.57% 49.24% - 1.10% 100.00%
Employees 25-40 years old (total no.) 88 87 -114% 25 20 -20%
Employees 25-40 years old (%) 16.86% 16.45% -2.45% 28.09% 23.08% -17.85%
Employees >40 years old (total no.) 432 439 1.62% 64 69 7.81%
Employees >40 years old (%) 82.76% 82.99% 0.27% 71.91% 75.82% S.44%

Total 522 529 1.347% 89 20 1.12%

Employees per Nationality
No. of nationalities 13 15 15.38% 4 4 0%

Employees with disability

No. employees with disability (total no.) 4 6 50.00% - - -
No. employees with disability (%) 0.77% 113% 47% - - -

Employees per professional category

Senior Management (total no.) 19 19 - 6 6 -
Senior Management (%) 3.64% 3.59% -1.32% 6.74% 769% 14.10%
Management (total no.) 1l 1l - 1 1 -
Management (%) 211% 2.087% -1.32% 112% - -1.00%
Manager (total no.) 90 93 3.33% 26 30 15.38%
Manager (%) 17.24% 17.58% 2% 29.21% 32.97% 12.85%
Collaborator (total no.) 402 406 1.00% 56 53 -5.36%
Collaborator (%) 77.01% 76.75% -0.34% 62.92% 59.34% -5.69%

Total 522 529 1.347% 89 20 1.12%
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2021

Contracts

Employment contract modality

2022

Variation 2021

Portugal

2022

UucC

Variation

Temporary contracts FT - total no. 3 9 200.00% 8 9 12.50%
Temporary contracts FT - % 0.57% 1.7% 198.48% 8.99% 9.89% 10.03%
Temporary contracts PT - total no. - - - - - -
Temporary contracts PT - % - - - - - -
Indefinite-term contracts FT - total no S17 517 - 81 81 -
Indefinite-term contracts FT - % 99.04% 97.73% -1.32% 91.01% 90.11% -0.99%
Indefinite-term contracts PT - total no. 2 3 50.007% - - -
Indefinite-term contracts PT - % 0.38% 0.57% 49.24% - - -

Total 522 529 1.34% 89 20 1.12%

Annual average of contracts modalities per gender

Annual average temporary contracts FT - women 3 3.25 8.33% 45 6.92 S47%
Annual average temporary contracts PT - women - - - - - -
Annual average indefinite-term contracts FT - women 300 295.58 -1.47% 46 45.83 -0.37%
:Acvr;l:g:;verage indefinite-term contracts PT 1 1.42 21.67% ) ) )

Total 304 300.25 -1.23% 50.5 52.7S 4.467%
Annual average temporary contracts FT - men 0.92 1.83 99.28% 2 117 - 41.50%
Annual average temporary contracts PT - men - - - - - -
Annual average indefinite-term contracts FT - men 223.7 220.58 -116% 34 33.83 -0.50%
Annual average indefinite-term contracts PT - men 1.58 117 -26.167% - - -

Total 225.67 223.58 -0.92% 36.00 35.00 -2.78%

Annual average of contract modalities per age

Annual average temporary contracts FT - Less than 0.92 1.25 35.87% ) 0.33 100%
25 years old ’ ’ o ’ °
Annual average de temporary contracts PT - Less ) ) ) ) ) )
than 25 years old
Annual average indefinite-term contracts FT - Less 075 0.33 -55.56% ) B )
than 25 years old ’ ’ R
Annual average de indefinite-term contracts PT - ) ) ) ) ) )
Less than 25 years old

Total 1.67 1.58 -5.19% 0 0.33 100%
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2021 2022 Variation 2021 2022 Variation

Contracts

Annual average of contract modalities per age

Annual average temporary contracts FT - From 25 to 267 350 31.09% 55 592 764%
40 years old
Annual average de temporary contracts PT - From 25 ) ) ) ) ) )
to 40 years old
Annual average indefinite-term contracts TC- From 100.25 81.42 18.79% 17 14.08 1718%
25 to 40 years old
Annual average de indefinite-term contracts PT - 1 1 ) ) ) )
From 25 to 40 years old
Total 103.92 85.92 -17.32% 225 20.00 -1.11%
Annual average temporary contracts FT - More than 0.33 0.33 1.01% 1 183 83%
40 years old
Annual average de temporary contracts PT - More ) ) ) ) ) )
than 40 years old
Annual average indefinite-term contracts FT - More 42217 434.42 290% 63 6558 410%
than 40 years old
Annual average de indefinite-term contracts PT - 9
More than 40 years old 158 1.58 0.21% ) ) )
Total 424.08 436.33 2.89% 64 67.41 5.33%

Annual average of contract modalities per professional classification

Annual average temporary contracts FT - Senior

Management
Annual average de temporary contracts PT - Senior ) ) B ) ) )
Management
Annual average indefinite-term contracts FT - Senior 18.92 19.00 0.42% 6 6 0.00%
Management

Annual average de indefinite-term contracts PT -
Senior Management

Total 18.92 19 0.42% 6 6 0.00%

Annual average temporary contracts FT - Manager - - - - - -

Annual average de temporary contracts PT - Mana-
gement

Annual average indefinite-term contracts FT - Mana- 1075 11.00 2339 1 1
gement

Annual average de indefinite-term contracts PT -
Management

Total 10.75 11.00 2.33% 1 1 -
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2021 2022 Variation 2021 2022 Variation

Contracts

Annual average of contract modalities per professional classification

Annual average temporary contracts FT - Manager - - - - - -

Annual average de temporary contracts PT - Manager - - - - - -

Annual average indefinite-term contracts FT - Ma-

91.08 91.92 0.92% 26 2742 5.46%

nager
Annual average de indefinite-term contracts PT - _ ) ) ) B )
Manager

Total 91.08 91.92 0.92% 26 27.42 5.46%
Annual average temporary contracts FT - Collaborator 3.92 5.08 29.687% 6.5 8.08 24.31%
Annual average de temporary contracts PT - Colla- ) ) ) ) ) )
borator
Annual average indefinite-term contracts FT - Colla- 402.42 394.95 203% a7 45.05 3.79%
borator
Annual average de indefinite-term contracts PT - 258 258 013% ) ) )
Collaborator

Total 408.92 401.92 -1.71% 53.50 53.33 -0.32%

Labour relationships

Collective Bargaining Agreements

Total no. Collective bargaining agreements 1 1 - N/A N/A -

% covered employees 100.00% 100.00% - N/A N/A -
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2021 2022 Variation 2021 2022 Variation

Dismissals

Classification of the number of dismissals

No. dismissals per gender - women 7 2 -71.43% - - -
No. dismissals per gender - men - 3 100.00% 1 1 -

No. dismissals per age - Less than 25 years old - - - - - -

(I;llz. dismissals per age - From 25 to 40 years 2 1 -50.00% ) 1 100.00%
No. dismissals per age - More than 40 years old S 4 -20.00% 1 - -100.00%

No. dismissals per professional classification -
Senior Management

No. dismissals per professional classification -

Management
No. dismissals per professional classification - 1 ) 1100.00% 1 . 100.00%
Manager
No. dismissals per professional classification - 6 5 16.67% ) 1 100.00%
Collaborator

Total 7 S -28.57% 1 1 0.007%

Salary Gap and Remuneration

Employees’ average remuneration

Average remnuneration per gender - women 29,168.58 € 30,532.65€ 4.68% 22,978.718 € 23,928.87€ 413 %
Average remnuneration per gender - men 36,627.23€ 3815444 € 4.17% 40,351.34€ 40,820.14€ 116 %

Average remnuneration per age -

1847250 € 22,778.33€ 23.31% 0.00€ 523088€ 100%
Less than 25 years old
Average remnuneration per age - 25,70321€ 27099.25€ 543%  18,09841€ 18,94702€ 4.69%
From 25 to 40 years old
Average remnuneration per age - 33,808.72€ 3520717€ 414%  34,65724€ 3470151€ 0.13%
More than 40 years old
Average remnuneration per professional classi- g5 514 na e 9772159 € 450%  9071821€ 9491637€ 463%
fication or equal value - Senior Management
?"e’.‘"ge remnuneration per professional classi- - ¢ 707 99 5821058 € 266%  6175882€ 66]5247€ 7%

ication or equal value - Management

Average remnuneration per professional classi- 4, 395556 4343473 € 495%  36,83557€ 36,048.96€ 214%
fication or equal value - Manager
Average remnuneration per professional classi- 5 513 49 ¢ 9794448 € 422%  19763.05€ 20,02747 € 134%

fication or equal value - Collaborator

In Spain, average remuneration has been calculated based on payroll at December 31, taking into account base salary plus transport bonus.
In Portugal, average remuneration has been calculated based on payroll at December 31, taking into account base salary plus variables.
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2021 2022 Variation 2021 2022 Variation

Salary Gap and Remuneration

Salary Gap

Senior Management- % 32.79% 32.37% -1.28% 52.00% 50.007% -3.85%
Management- 7% 3.21% 3.42% 6.467% - - -
Manager - % 8.31% 1737% -11.30% 1.00% 9.00% 18.18%
Collaborator - % 2.73% 1.59% -41.82% 8.00% -3.00% -137.507%

For the same professional category, the men’s remuneration has been divided by the women’s.

Gender salary gap 20.36% 19.98% -1.89% 43.00% 41.00% -4.65%

Percentage resullting from dividing 2 amounts: the difference between the average salary of men and women, dividided by men’s salary.

Average remuneration of board members and senior management

Average remuneration board members (1) -

- - - N/A N/A ;
women

fn":r:age remuneration board members (1) - 1831250€ 16,750.00 € -853% N/A N/A ;
VAV‘;%aeg: remuneration senior management - 8317742€ 86,135.03€ 356% 36,61700€ 37,940.00 € 3.61%
Average remuneration senior management - o) 995 89 & 149 07351 € 2256%  T796371€ 7947033€ 193%

men

(1) The only female director and two of the male directors waive their remuneration and allowances.
Senior Management is the Executive Committee, both in Spain and Portugal
Average remuneration of Board Members and Senior Management includes the totality of salary and non-wage payments

Social benefits

Total no. social benefits 14 1S 714% 13 13 0.00%

Work-life balance

Flexiworking

% employees 2.41% 72.21% -0.27% 7753% 76.00% -1.97%

Commercial and recovery networks are not covered by this policy.
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2021 2022 Variation 2021 2022 Variation

Absenteeism

Absenteeism rate (%)

Professional contingencies (1) 0.05 0.04 -20.00% - - -

Common contingencies (1) 2.97 2.37 -20.20% 0.2 0.01 -95.44%

(1) (Days of sick leave year *100) / X (Days month * Affiliated workers month)

No. Hours of absenteeism

Professional contingencies 50,000.00 552,00 -98.90% - - -
Common contingencies 800.00 41416.00 5,077.00% 2,736.00 1,848.00 -32.00%
Total 50,800.00 41,968.00 -17.39% 2,736.00 1,848.00 -32.00%

When calculating hours of absenteeism, days lost * 8 hours of daily working hours have been considered.

Accidents at work

Accidents at work and professional diseases

Frequency accidents at work - women (1) 1.97 0.00  -100.00% - - -

Frequency accidents at work - men (1) 5.13 100.00% - - -

Severity accidents at work - women (2) 0.197 0.00  -100.00% - - -

Severity accidents at work - men (2) - 0177 100.00% 1 -100.00%

Frequency professional diseases - women - - - - - -

Frequency professional diseases - men - - - - - -

Severity professional diseases - women - - - - - -

Severity professional diseases - men - - - - - -

(1) Frequency rate: (no. of accidents with leave, including accidents in the way to and from home/no. worked hours) x 1,000,000
(2) Severity rate: (Days lost due to accidents at work, including accidents to and from home and relapses/no. hours worked) x 1,000

No. accidents at work per gender

Women 1 - -100% - - -
Men - 2 100% 1 - -100%
Total 1 2 100% 1 - -100%

Accidents at work have been with leave

Y
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2021 2022 Variation 2021 2022 Variation

Inclusion and diversity

Women in leadership

% \Women in Executive Committee (1) 26.32% 26.32% -0.02% 16.67% 16.67% -
% \Women as managers (2) 40.007% 39.00% -2.44% 40.74% 40.00% -1.82%

(1) Percentage resulting from dividing the total number of women by the total number of members, men and women of the Executive Com-
mittee.

(2) Percentage resulting from dividing 2 amounts: the total number of women managers by the total number of men and women managers
(Executive Committee and managers).

Customer relationship

Evolution of the number of customers

No. financed homes for First Residence

(total Ist holders) 165.001 167.422 1.47% 19.984 20.712 3.64%
No. financed homes for First Residence 3045 246100 1918% 86000 78700 -8.49%
(total Tst holders)

Ekomi global customer valuation 9.75 9.78 0.31% 4.86 4.92 1.23%

Customer claims

Total no. admitted customer claims 3.408 2.684 -21.24% 19 26 36.84%
No. claims resolved in favour of the customer 454 364 -19.82% 8 10 25.00%
No. claims resolved favourable to the customer 2.910 2232 -23.30% n 16 45.45%
No. claims to be resolved 44 88 100.00% - - -

Adhesions/applications to the Code of Best Practices

Accepted applications 148 245 65.54% N/A N/A -
Approved applications 79 166 110.13% N/A N/A -
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Spain Portugal

2021 2022 Variation 2021 2022 Variation

Financial Social Engagement

Social Inclusion in the business

No. of people benefitted by the sustainable
rehabilitation of buildings in areas with 2,400 3.780 57.507% N/A N/A -
low GDP per capita

Investment in the community

Monetary contributions to non-profit entities

Prodis Foundation - educational projects 15,000.00€ 15,000.00 € - N/A N/A -

Prodis Foundation - awareness projects 950.00€ 1,800.00 € 89.47% N/A N/A -

Red Cross - Global Emergency 10,365.00 € 13,102.00 € 26.41% N/A 975.00 € 100.00%

Red leoss - Prevention of residential 6.500.00 € 100.00% N/A N/A

exclusion

Dadoris Foundation - 300000€ 1200000€  300.00% N/A N/A -

Educational Scholarships

Junior Achievement Foundation - Tus 440000€ 1000000€  12727%  5500.00 € -€  -100.00%

finanzas, tu futuro

Inmosolidarios Awards 15,000.00€ 12,000.00€ -20.00% N/A N/A -

Institut.o Portugués de Oncologia - N/A N/A ) 5.000.00 € € -100.00%

I.P.O. Lisboa

ONG Crescer, Ser - Children’s Home N/A N/A - 500.00€ 950.00€ 90.00%

Associagao Salvador N/A N/A - - 1,000.00€ 100.007%

Associagao Play for Wishes N/A N/A - - 600.00€ 100.00%

Helping With Satya N/A N/A - - 2714794 € 100.00%
Total 48,715.00€ 70,402.00€ 44.52% 11,000.00€ 6,272.94€ -42.97%
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4.3. Governance matters

Spain Portugal

2021 2022 Variation 2021 2022 Variation

Ethics and Compliance

Whistleblowing channel reports

No. of reports - 3 100 % - - _

Gift Policy

No. of incidents - - - - - -

Money Laundering Prevention Alerts

Total no. of alerts 1.564 1.835 17.33% 367 614 62%

Communicated to the OCI

(Internal Control Body) 15 T -26.7% - 1 100%
Communicated to the SEPBLAC 4 1 5% i : 100%

(Spain) / Regulator (Portugal)

Suppliers
No. assessed suppliers (Quality) n 4 273% 25 24 -4%
No. assessed suppliers (Environment) 5 5 - 10 10 -
No. assessed suppliers 8 6 25% 35 ) 1100%
(Quality, Environment) ° °
Total 24 52 1n7% 70 34 -51%
No. assessed outsourced services (Quality) 13 18 38% 14 14 0%
No. z!ssessed outsourced services ) 13 100% ) B )
(Environment)
No. assessed outsourced services 12 ) 100% 14 ) 1100%
(Quality, Environment) ° °
Total 25 31 24% 28 14 -50%
Result from suppliers’ assessment 3.68 3.69 0.27% 3.61 3.63 1%
Result from outsourced services 324 337 4.01% 364 376 3y

assessment

Cybersecurity

Efficiency of cybersecurity measures 17.00 9.40 -45% 17.00 9.40 -45%
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5. Annexes

S.1. Governing bodies
data at 31 December 2022

Board of Directors UCI, S.A.

President: Matias Rodriguez Inciarte

President of Santander Universidades

Board Member: Remedios Ruiz Macia

Global Head of Risk Oversight and Control at Banco
Santander; Board Member at Banco Santander Totta

Board Member: Patrick Marie Alain Denis Miron de L
Espinay

Head of the Office of the Deputy Director-General. BNP Paribas
Personal Finance

Board Member: Michel Falvert

Director Large Agreements, BNP Paribas Personal Finance

Secretary of the Board of Directors: Eduardo Isidro
Cortina Romero

Legal and Compliance Director

Board of Directors Union de Créditos Inmobiliarios, S.A., Establecimiento Financiero de Crédito

President: Matias Rodriguez Inciarte

President of Santander Universidades

Board Member: Remedios Ruiz Macia

Global Head of Risk Oversight and Control at Banco
Santander; Board Member at Banco Santander Totta

Board Member: Patrick Marie Alain Denis Miron de L
Espinay

Head of the Office of the Deputy Director-General. BNP Paribas
Personal Finance

Board Member: Michel Falvert

Director Large Agreements, BNP Paribas Personal Finance

Board Member Independiente: Jean Francois Georges
Marie Deullin

Independent Board Member of Findomestic Banca

Secretary of the Board of Directors: Eduardo Isidro
Cortina Romero

Legal and Compliance Director

Committees of Board of Directors UCI, S.A.

Audit and Risk Committee

Audit and Risk Committee

Director Large Agreements, BNP Paribas Personal Finance

Member: Remedios Ruiz Macia

Global Head of Risk Oversight and Control at Banco
Santander; Board Member at Banco Santander Totta
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Evaluation, Suitability and Remuneration Committee

President: Matias Rodriguez Inciarte President of Santander Universidades

Member: Michel Falvert Director Large Agreements, BNP Paribas Personal Finance

Committees of the Board of Directors Unidn de Créditos Inmobiliarios, S.A., Establecimiento Financiero de

Crédito

Mixed Audit and Risk Committee

President: Jean Frangois Georges Marie Deullin Independent Board Member of Findomestic Banca

Member: Michel Falvert Director Large Agreements, BNP Paribas Personal Finance

Global Head of Risk Oversight and Control at Banco

Member: Remedios Ruiz Macia Santander; Board Member at Banco Santander Totta

Appointment and Remuneration Committee

President: Jean Frangois Georges Marie Deullin Independent Board Member of Findomestic Banca
Member: Matias Rodriguez Inciarte President of Santander Universidades
Member: Michel Falvert Director Large Agreements, BNP Paribas Personal Finance

Composition of the Steering and Executive Committee

Steering Committee

Roberto Colomer Blasco General Director

José Manuel Fernandez Fernandez Deputy General Director Commercial Area

Philippe Jacques Laporte Deputy General Director Finance, Technology and Customers
Angel Aguilar Otero HR Director
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Composition of the Steering and Executive Committee

Steering Committee

Catia Vanessa Neves de Almeida Lopes Alves (*)

Sustainability and Rehabilitation Director

Ruth Armesto Carballo

Marketing and Brand Director

Rodrigo Malvar Soto

Risk Director

Pedro Manuel Megre Monteiro do Amaral

General Director UCI Portugal

Olivier Rodriguez

General Intervention Director

Francisco Javier Villanueva Martinez (*)

Risk and Quality Assessment Director

[*) On 1.01.2023, they join the Steering Committee

Executive Committee

Anabel del Barco del Barco

Communication Director

José Antonio Borreguero Herrera

IT Director

Eduardo Isidro Cortina Romero

Legal Counsel and Compliance Director

Fernando Delgado Saavedra

Professional Marketing Director

Greg Delloye (*)

Finance Director Portugal

Francisco José Fernandez Ariza

Professional Service Director

Cecila Franco Garcia

Aftersales and Property Management Director

José Garcia Parra

Sale Organisation Projects Director

Marta Pancorbo Garcia

Simplification Director

Tomas Luis de la Pedrosa Masip

Internal Audit Director

Miguel Angel Romero Sanchez

Customer Director

[*) On 1.01.2023, they join the Executive Committee
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S.2. Table of alliances

Green Alliances

It is the world’s largest multilateral financial institution and one

of the largest providers of climate finance. www.eib.org/en

EIB - European Investment Bank

BCSD Portugal is part of the Global Network of the World
BCSD - Business Council for Sus-  Business Council for Sustainable Development (WBCSD), the
tainable Development Portugal largest international business organisation working in the area
of sustainable development.

www.bcsdportugal.org

The European Mortgage Federation (EMF) is the voice of the

European mortgage industry and represents the interests

of mortgage lenders at European level.lt aims to ensure a www.hypo.org/emf
sustainable housing environment for the European Union (EU)

citizens.

EMF - European Mortgage
Federation

It is part of the ABS Loan Level Data initiative established by
the European Central Bank which is dedicated to providing
data warehousing and full disclosure services for investors in
asset-backed securities.

EDW - Enterprise Data Warehouse www.eurodw.eu

It is a full-service real estate valuation, engineering and
Gloval consulting firm that brings together companies with more than www.gloval.es
70 years of accumulated experience.

It is a company that provides End to End services for the
formalisation and management of mortgage operations, with
tailor-made solutions adapted to the needs and particularities
Grupo BC of each Financial Institution. They deal with the mortgage www.grupobc.com/es
process in a global manner, managing the pre-signing,
assistance with signing and post-signing of all types of
operations.

A platform for meeting and dialogue that provides cutting-edge
GBCe - Green Building Council information and training to guide and help its members in the
Spain transformation towards sustainable building, with a focus on
people’s wellbeing.

www.gbce.es
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CONCOVI-Spanish Confederation

of Housing Cooperatives

IDAE-Institute for Energy Diversifica-

tion and Savings

General Council of Associations of

Property Administrators. Spain

Association of Property Adminis-
trators (Alicante, Seville, Huelva,

Malaga and Barcelona)

COAM-Official Association of
Architects of Madrid

EMVS - Municipal Housing and
Land Company of Madrid

Government of Catalonia

Consorci Habitatge del Area
Metropolitana de Barcelona

htmlICity Council of Barcelona-
llla Eficient

WWW.CONCOVi.org

www.idae.es/home

www.cgcafe.org

Contribute to the improvement of the energy
efficiency of the existing building stock by means

of public-private partnerships, through the use
of financing the refurbishment of homeowners’

associations.

WWW.COam.org

Www.emvs.es

web.gencat.cat/ca/inici

www.amb.cat/s/home.html

www.ajuntament.barcelona.cat/
ca/

Business and Sector Alliances

AHE

It is an organisation made up of the banks, credit
cooperatives and financial credit establishments
with the largest presence in the Spanish

mortgage market. The Association members have
approximately 75 per cent of the mortgage lending
market.

www.ahe.es

APEMIP

Portuguese Association of Real Estate

Professionals and Companies. Www.apemip.pt

ASFAC

The Association of Specialised Credit Institutions

is the specialised entity representing the consumer
finance sector in Portugal. It promotes the increase
of the financial literacy of Portuguese people,
investing in financial education for children, young
people and adults, particularly in the most vulnerable
populations.

www.asfac.pt

ASNEF - Asociacion Nacional de Establecimientos

Liaison between financial institutions specialising
in consumer finance in Spain and public
administrations, other Spanish and European

professional associations and users of financial www.ashef.com

Financieros de Crédito products, which through its work facilitates access
to consumer and production goods for consumers,
professionals and entrepreneurs.

148 Sustantibility Report



UCI

A private non-profit organisation whose purpose is
to promote Quality as a driver of competitiveness
and sustainability for professionals, companies and
the country.

Asociacién Espaiiola de la Calidad www.aec.es

It is a private non-profit organisation whose
main activity is to promote commercial relations www.portugalespanha.org
between Portuguese and Spanish companies.

Camara de Comercio
Luso-Espanhola

It is the largest professional association in the
NAR - National Association of _Unlted St_ate.s, with one ’".'”'°” member's, ?nd

includes institutes, societies and councils involved
REALTORS ® . . . .

in all aspects of the residential and commercial

sectors. SIRA is the local partner in Spain.

www.siralia.com/sira
Www.pir.pt/

It is a private non-profit entity whose main
activity is to promote business relations
between Portuguese and UK companies

Portuguese Chamber of Comerce in
the UK

www.portuguese-chamber.
org.uk

Sustainability and Corporate Responsibility Alliances

International UN initiative that promotes
UN Global Compact sustainable development and corporate www.pactomundial.org
social responsibility.

Spanish association of Sustainability and ESG

(Environmental, Social and Corporate Governance)
DIRSE - Spanish Sustainability professionals, which works for the promotion, '
defence and recognition of the people who, from www.dirse.es
all types of entities, carry out this specific function,
thus contributing to improve their capacity to
influence the creation of value in organisations.

Directors Association (ASG)
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Agreements with Foundations

National private social solidarity institution. It
promotes, organises and dynamises community
support services for children, young people and the
Crescer Ser family society. It stimulates specialised training in the WWW.Crescerser.org
areas of protection, reception and accompaniment,
of technicians linked to the problems of children and
young people at risk of exclusion.

Support for talented high school students with
brilliant results to access university studies and
centres of excellence and who do not have financial
resources.

Dadoris Foundation www.fundaciondadoris.org

Contribution from the ethical engagement to
improve the quality of life of people with intellectual

Prodis Foundation disabilities and their families, supporting and www.fundacionprodis.org
promoting their full inclusion in a fair and supportive
society.

Adherence to the programme to prevent the

Cruz Roja - - . WWW.Cruzroja.es
residential exclusion of vulnerable people.
Non-profit organisation created in November 2005.
Junior Achievement It is affiliated with Junior Achievement, the world’s WWW. iaportusal.or
Portugal (JAP) oldest and largest entrepreneurship education -Japortugal.org

organisation.
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6. Contents

6.1. Contents Law 11/2018 on
non-financial information

Section
in the Report

Information requested by Law 11/2018

General Information

Brief description of the group’s business model, including: its

. . 1.Meet UCI

business environment

1.Meet UCI
Brief description of the group’s business model, including: its 3.3 We comply G1 Corporate
organisation and structure Governance

5.1 Governing Bodies
Markets in which it operates 1.Meet UCI
Objectives and strategies 2. Our sustainability model
Main factors and trends that could affect its future evolution 2. Our sustainability model

Mention in the report to the national, European or international reporting framework used for

. - . . . . Preliminary clarifications
the selection of key indicators of non-financial results included on each section y

Materiality 2. Our sustainability model
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Information requested by Law 11/2018

Environmental matters

Section
in the Report

Management approach: description and results from the
environmental policies and main risks related to these
matters, linked to the group’s activities

2. Our sustainability model

3.1 We greenimise

3.3 We comply G6
Comprehensive risk
management

Detailed information

Current and foreseeable effects of the company’s activities in
the environment and, where applicable, health and security

3.1 We greenimise

Environmental assessment or certification procedures

3.1 We greenimise
E3 Our environmental footprint

Resources dedicated to the environmental risk prevention

3.1 We greenimise

3.3 We comply G6
Comprehensive risk
management

Application of the precautionary principle

3.1We greenimise

Provisions and guarantees for environmental risks

3.1We greenimise

Pollution

Measures for the waste prevention, recycling, reuse,
other forms of waste recovery and disposal

3.1We greenimise

Including noise and light pollution

3.1We greenimise

Circular economy and waste prevention and management

Measures for the waste prevention, recycling, reuse,
other forms of waste recovery and disposal

3.1 We greenimise
E3 Our environmental footprint

Actions to fight food waste

3.1We greenimise

Sustainable use of resourcesClimate

Water consumption and supply, according to local limitations

3.1 We greenimise
E3 Our environmental footprint

Consumption of raw materials and measures adopted
to improve the efficiency of their use

3.1 We greenimise
E3 Our environmental footprint

Direct and indirect energy consumption

3.1 We greenimise
E3 Our environmental footprint

Measures taken to improve the energy efficiency

3.1We greenimise

Use of renewable energies

3.1 We greenimise
E3 Our environmental footprint
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Information requested by Law 11/2018

UCI

Section

Climate change

in the Report

Greenhouse gas emissions generated as a result from the company’s activities, including 3.1 We greenimise

the use of goods and services produced

E3 Our environmental footprint

Measures adopted to adapt to the consequences of climate change

3.1 We greenimise

Reduction targets voluntarily established at mid and long term to reduce greenhouse gas
emissions and measures implemented for such purpose

3.1 We greenimise

Biodiversity protection

Measures taken to preserve or restore the biodiversity

3.1 We greenimise

Impacts caused by activities or operations in protected areas

3.1 We greenimise

Information requested by Law 11/2018

Section

in the Report

Social and personnel matters

Management approach: description and results from social and personnel-related
policies and of the main risks related to these matters, linked to the group’s activities

2. Our sustainability model

3.2 We accompany

3.3 We comply G6 Comprehensive
risk managementTotal

Employment

Total number and distribution of employees per gender, age, country and professional
category

4.2 Indicators of Social Matters

Total number and distribution of employment contract modalities

4.2 Indicators of Social Matters

Annual average of indefinite-term contracts, temporary contracts and part-time
contracts per gender, age and professional category

4.2 Indicators of Social Matters

Number of dismissals per gender, age and professional category

4.2 Indicators of Social Matters

Average remuneration per gender, age and professional category

4.2 Indicators of Social Matters

Salary Gap

3.2 We accompany ST People First

4.2 Indicators of Social Matters
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Information requested by Law 11/2018

Social and personnel matters

Section
in the Report

Remuneration equal work posts or average in the company

4.2 Indicators of Social Matters

Average remuneration of the board members and directors per gender (including variable
remuneration, allowances, severances, payment to savings systems)

3.2 We accompany S1People
First

4.2 Indicadores Aspectos
Sociales

Labour disconnection policies

3.2 We accompany ST People
First

Disabled employees

3.2 We accompany S1 People
First

4.2 Indicators of Social Matters

Work organisation

Organisation of working time

3.2 We accompany S1People
First

Number of hours of absenteeism

4.2 Indicators of Social Matters

Measures to ease the enjoyment of balancing procedures and to promote the co-responsible
exercise by both parents

3.2 We accompany S1People
First

Health and Security

Health and security conditions at work

3.2 We accompany ST People
First

Occupational accidents and professional diseases per gender: frequency rate and severity

4.2 Indicators of Social Matters

Social relationships

Organisation of the social dialogue (including procedures to report and consult the staff and
to negotiate with them)

3.2 We accompany S1People
First

Percentage of employees covered by collective bargaining agreement per country

4.2 Indicators of Social Matters

Balance of collective bargaining agreements, in particular in the area of health and security at
work

3.2 We accompany ST People
First

Mechanisms and procedures to promote the involvement of employees in the management
of the company, in terms of information, consultation and participation.

2. Our sustainability model

3.2 We accompany ST People
First

Training

Training policies implemented

3.2 We accompany ST People
First

Total amount of training hours per professional category

4.2 Indicators of Social Matters
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Social and personnel matters

UCI

Section
in the Report

Universal accessibility of disabled people

Universal accessibility of disabled people

3.2 We accompany S1People
First

Equality

Measures adopted to promote equality of treatment and opportunities between women and
men

3.2 We accompany S1People
First

Equality plans, measures adopted to promote employment, protocols against sexual and
gender-based harassment

3.2 We accompany S1People
First

Policy against any type of discrimination and management of diversity

3.2 We accompany S1People
First

Information requested by Law 11/2018

Section
in the Report

Respect for Human Rights

Management approach: description and results from policies on human rights and of the
main risks related to these matters, linked to the group’s activities

2. Our sustainability model

3.3 We comply G2 Compliance
and corporate ethical culture
G6 Comprehensive risk
management

Application of due diligence procedures in human rights and prevention of the risk of breach
of human rights and, where applicable, measures to mitigate, manage and repair possible
abuses

3.3 We comply G2 Compliance
and corporate ethical culture

Reports of human rights’ breaches

3.3 We comply G2 Compliance
and corporate ethical culture

Promotion and compliance with provisions of fundamental agreements of International
Labour Organisation related to the respect for the freedom of association and right to
collective negotiation

3.3 We comply G2 Compliance
and corporate ethical culture

Elimination of the discrimination in employment and occupancy

3.3 We comply G2 Compliance
and corporate ethical culture

Elimination of forced or compulsory work

3.3 We comply G2 Compliance
and corporate ethical culture

Effective abolition of child labour

3.3 We comply G2 Compliance
and corporate ethical culture
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Section
in the Report

Information requested by Law 11/2018

Fight against corruption and bribery

2. Our sustainability model

Management approach: description and results from policies on human rights and of the

3.3 We comply G2 Compliance
main risks related to these matters, linked to the group’s activities PY P

and corporate ethical culture
G6 Comprehensive risk
management

3.3 We comply G2 Compliance

Measures adopted to prevent corruption and bribery and corporate ethical culture

3.3 We comply G2 Compliance

Measures to fight against money laundering and corporate ethical culture

3.2 We accompany S3 Our social
commitment

Contributions to foundations and non-profit entities
4.2 Indicators of Social Matters

Section

Information requested by Law 11/2018 inthe Report

Information on the society

2. Our sustainability model

3.2 We accompany S3 Our

Management approach: description and results from policies on human rights and of the main . .
social commitment

risks related to these matters, linked to the group’s activities

3.3 We comply G6
Comprehensive risk
management

Company’s commitments with sustainable development

3.1 We Greenimize

Impact of the company’s activity in local populations and local development
3.2 We accompany

3.1 We Greenimize

Impact of the company’s activity in local populations and in the territory

3.2 We accompany
Relations held with actors of local communities and modalities of such dialogue 2. Our sustainability model
Association or sponsorship actions 5.2 Table of alliances
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Information requested by Law 11/2018

Information on the society

UCI

Section
in the Report

Subcontracting and suppliers

Inclusion of social, gender equality and environmental matters in the procurement policy

3.3 We comply G3 Suppliers’
responsible management

Consideration in relations with suppliers and subcontractors of their social and environmental
responsibility

3.3 We comply G3 Suppliers’
responsible management

Supervisory systems and audits and their results

3.3 We comply G3 Suppliers’
responsible management

Consumers

Measures for the health and the security of the consumers

3.2 We accompany S2
Customer at the heart

3.3 We comply GS Information
security

Claiming systems, complaints received and their resolution

3.2 We accompany S2
Customer at the heart

Tax Information

Profits obtained per country

Profit tax paid

Public grants received

3.3 We comply G2 Compliance
and corporate ethical culture
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6.2. Contents of Global Reporting

Initiative (GRI)

UCI has presented the information included in this
GRIindex of contents for the period comprised from

2022 Statement of Use January 1, 2022 to December 31, 2022, using GRI
Standards as reference

GRI1used Foundation 2021

GRI Standards-General Content

GRI Standard Content Section in the Report

GRI 2 General Disclosures

2-1 Organizational details 1. Meet UCI

1. The organization and its reporting practices

2-2 Entities included in the

organization’s sustainability

reporting

0. Preliminary clarifications. UCI presents
the audited consolidated annual accounts

2-3 Reporting period, frequency
and contact point

0.Preliminary clarifications

4.1 Environmental matters. Given the
adjustment of the tool Greemko, the

2-4 Restatements of information information related to environmental

matters, corresponding to the year ended
December 31, 2021, has been restated.

2-5 External assurance 7. External verification report

2. Activities and workers

2-6 Activities, value chain and
other business relationships

1.Meet UCI, 3.1 We greenimise, 3.3
We comply, G.3 Responsible supplier
management

2-7 Employees

3.2 We accompany, S1 People First, 4.2
Social matters:employees

198 __ Sustantibility Report



UCI

GRI Standard Content Section in the Report

GRI 2 General Disclosures

2-9 Governance structure and 1. Meet UCI, 3.3 We comply, G.1 Corporate
composition governance, 5.1 Governing bodies

2-10 Nomination and selection
of the 3.3 We comply,G.1 Corporate governance
highest governance body

2-11 Chair of the highest 3.3 We comply,G.1 Corporate governance,
governance body 5.1 Governing bodies

2-12 Role of the highest
governance bodyin overseeing 3.3 We comply,G.1 Corporate governance
the management of impacts

2-13 Delegation of responsibility

for managing impacts 3.3 We comply,G.1 Corporate governance

2-14 Role of the highest 2. Our sustainability model, 3.3 We

3. Governance governance body in sustainability comply, G.1 Corporate govemance
reporting
3.3 We comply, G.1 Corporate governance,
2-15 Conflicts of interest G.2 Compliance and corporate ethical

culture

2-16 Communication of critical

concerns 3.3 We comply,G.1 Corporate governance

2-18 Evaluation of the
performance of the 3.3 We comply,G.1 Corporate governance
highest governance body

2-19 Remuneration policies 3.3 We comply,G.1 Corporate governance

3.3 We comply,G.1 Corporate

governance 3.3 We comply,G.1 Corporate governance
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GRI Standard

Content

Section in the Report

GRI 2 General Disclosures

4. Strategy, policies and practices

2-22 Statement on sustainable
development strategy

2. Our sustainability model

2-23 Policy commitments

2. Our sustainability model, 3.3 We comply
G.2 Compliance and corporate ethical
culture

2-24 Embedding policy
commitments

2. Our sustainability model,3.2 We
accompany: S.1 People first, S.2 Customer
at the heart, S.3 Our social commitment,
S.4 Professionalisation of the real estate
sector, 3.3 We comply:G.2 Compliance
and corporate ethical culture, G.3
Responsible supplier management

2-25 Processes to remediate
negative impacts

3.2 We accompany: S.2 Customer at the
heart, 3.3 We comply:G.2 Compliance
and corporate ethical culture, G.3
Responsible supplier management, G.6
Comprehensive risk management

2-26 Mechanisms for seeking
advice and raising
concerns

3.2 We accompany: S.1 people first:
Dialogue and communication with
employees, 3.3 We comply: G.2
Compliance and corporate ethical culture
(whistleblowing channel), G.3 Responsible
supplier management

2-28 Membership associations

UCI participates in the sectoral
associations representing mortgage
activity in the countries in which it
operates, such as the AHE in the case of
Spain. 5.2 Table of alliances

S5.Stakeholder engagement

2-29 Approach to stakeholder
engagement

2. Our sustainability model: 2.4 Materiality
and the power of the dialogue

2-30 Collective bargaining
agreements

3.2 We accompany: S.1 People first,
4.2 table of Social matters: labour
relationships
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GRI Standard Content Section in the Report

GRI 3 Material Topics

3-1Process to determine 2. Our sustainability model: 2.4 Materiality
material topics and the power of the dialogue

2. Our sustainability model: 2.4 Materiality

Material topics 3-2 List of material topics and the power of the dialogue

3-3 Management of material

. Non-Financial Information Statement
topics

GRI Standards - Thematic content

Economic dimension Content Section in the Report

Economic performance

GRI 3 Material Topics 3—3 Management of material 1.Meet U(?I, 2 Our sustainability model, 3.1
topics We greenimise
201-1 Direct economic value This information is included in the entity’s
generated and distributed Annual Report

201-2 Financial implications and
other risks and opportunities due
to climate change

3.1 We greenimise, 3.3 We comply, G.6

GRI 201: Economic Performance Comprehensive risk management

3.3 We comply, G.2 Compliance and
corporate ethical culture, Tax
situation-grants

201-4 Financial assistance
received from government

Presence in the market

3-3 Management of material 1.Meet UCI, 3.2 We accompany, S1 People

GRI 3 Material Topics topics first

202-1 Ratios of standard entry
level wage by gender compared
to local minimum wage

4.1 Social matters: employees and salary
gap and remuneration.

GRI202: Presence in the market 4.1 Social matters: employees per
202-2 Proportion of senior professional category. The human
management hired from resources model focuses on attracting and
the local community retaining the best professionals where

UCl is present
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GRI Standards - Thematic content

Economic dimension Content Section in the Report

Anticorruption

3-3 Management of material 3.3 We comply, G.2 Compliance and

GRI 3 Material Topics topics corporate ethical culture

3.3 We comply, G.2 Compliance and
corporate ethical culture, 4.3 Governance
matters: Ethics and compliance

205-1 Operations assessed for
risks related to corruption

205-2 Communication and 3.3 We comply, G.2 Compliance and

GRI 205: Anticorruption training about anticorruption corporate ethical culture, 4.3 Governance
policies and procedures matters: Ethics and compliance
205-3 Confirmed incidents of 3.3 We comply, G.2 Compliance and
corruption and actions corporate ethical culture, 4.3 Governance
taken matters: Ethics and compliance

GRI Standards-Thematic Content

Environmental dimension Content Section in the Report

Materials

GRI 3 Material Topics 3—3 Management of material 2. OU( sgstalnablllty model, 3.1 We
topics greenimise

3.1 We greenimise, E3 Our environmental

301-1 Materials used by weight footprint, 4.1 Environmental matters:

GRI 301: Materials
or volume

Consumptions
GRI 3 Material Topics 3-3 Management of material 2. Out sgstalnablllty model, 3.1 We
topics greenimise
302-1 Energy consumption 3.1 We greenimise, 4.1 Environmental
within the organization matters: Consumptions

302-2 Energy consumption
outside of the

GRI 302: Energy organization

3.1 We greenimise, 4.1 Environmental
matters: Consumptions

3.1 We greenimise, 4.1 Environmental

302-3 Energy intensity matters: Consumptions

302-4 Reduction of energy 3.1 We greenimise, 4.1 Environmental
consumption matters: Consumptions
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GRI Standards - Thematic content

Economic dimension Content

Water and Effluents

UCI

Section in the Report

GRI 3 Material Topics 3-3 Management of material topics

2. Our sustainability model, 3.1 We greenimise

GRI 303: Water and Effluents 303-S Water consumption

2. Our sustainability model, 3.1 We greenimise,
4.1 Environmental matters: consumptions

Emissions

GRI 3 Material Topics 3-3 Management of material topics

2. Our sustainability model, 3.1 We greenimise

305-1 Direct (Scope 1) GHG
emissions

3.1 We greenimise, E3 Our environmental
footprint, GHG emissions, 4.1 Environmental
matters, GHG emissions

305-2 Energy indirect (Scope 2)
GHG emissions

3.1 We greenimise, E3 Our environmental
footprint, GHG emissions, 4.1 Environmental
matters, GHG emissions

GRI 305: Emissions

305-3 Other indirect (Scope 3)
GHG emissions

3.1 We greenimise, E3 Our environmental
footprint, GHG emissions, 4.1 Environmental
matters, GHG emissions

305-S Reduction of GHG emissions

3.1 We greenimise, E3 Our environmental
footprint, GHG emissions, 4.1 Environmental
matters, GHG emissions

Waste

GRI 3 Material Topics 3-3 Management of material topics

2. Our sustainability model, 3.1 We greenimise

306-1 Waste generation and
significant impacts related to waste

3.1 We greenimise, E3 Our environmental
footprint, circular economy and waste
management , 4.1 Environmental matters, waste

306-2 Management of significant
impacts related to waste

3.1 We greenimise, E3 Our environmental
footprint, circular economy and waste
management , 4.1 Environmental matters, waste

GRI 306: Waste 306-3 Significant spills

3.1 We greenimise, E3 Our environmental
footprint, circular economy and waste
management , 4.1 Environmental matters, waste

306-4 Waste not intended for
disposal

3.1 We greenimise, E3 Our environmental
footprint, circular economy and waste
management , 4.1 Environmental matters, waste

306-4 Waste not intended for
disposal

3.1 We greenimise, E3 Our environmental
footprint, circular economy and waste
management , 4.1 Environmental matters, waste
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GRI Standards - Thematic content

Economic dimension Content Section in the Report

Supplier Environmental Assessment

3-3 Management of material 308-2 Negative environmental impacts in the supply

GRI 3 Material Topics topics chain and actions taken

308-1 New suppliers that were
screened using environmental

GRI308: Supplier criteria
Environmental Assessment

308-2 Negative environmental impacts in the supply
chain and actions taken

308-2 Negative environmental
impacts in the supply
chain and actions taken

308-2 Negative environmental impacts in the supply
chain and actions taken

GRI Standards-Thematic Content

Social dimension Content Section in the Report

Employment

GRI 3 Material Topics 3-3 Management of material 3.2 We accompany, S1 Peop[e first, B Talent,
topics employment and employability

401-2 Benefits provided to full-
time employees that

are not provided to temporary or
part-time employees

All benefits included in point 3.2 We accompany, S1
People first, B Talent, employment and employability,

are applied to employees
GRI401: employment

3.2 We accompany, S1 People first, B Talent,
401-3 Parental leave employment and employability B.S Organisation of
working time and work-life balance

Occupational Health and Safety

3-3 Management of material 3.2 We accompany, S1People first, B.6 Health and

GRI 3 Material Topics topics Wellbeing

UCI has an occupational health and safety
management system, complying LRP legal
403-1 Occupational health and requirements.
safety management system

3.2 We accompany, S1People first, B.6 Health and

Wellbeing.
403-6 Promotion of worker 3.2 We accompany, S1 People first, B.6 Health and
GRI403: Occupational Health  health Wellbeing.

and Safety 403-8 Workers covered by an
occupational health
and safety management system

1007% of UCI employees are covered by the
occupational health and safety management system

403-9 Work-related injuries 4.2 Social matters, occupational accidents

4.2 Social matters, occupational accidents and

403-10 Work-related ill health ) -
professional diseases
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GRI Standards - Thematic content

Social dimension Content

Training and education

UucC

Section in the Report

GRI 3 Material Topics .
topics

3-3 Management of material

3.2 We accompany, S1 People first, B Talent,
employment and employability

404-1 Average hours of training

per year per employee

4.2 Social matters, training. Requirement b.
disclosure per professional category

404-2 Programs for upgrading

GRI404: Training and education ~ employee skills and

transition assistance programs

3.2 We accompany, S1 People first, B Talent,
employment and employability

404-3 Percentage of employees

receiving regular

Diversity and Equal Opportunity

3.2 We accompany, S1People first, B.2 Talent

GRI 3 Material Topics .
topics

3-3 Management of material

3.2 We accompany, S1 People first, B Talent,
employment and employability

405-1 Diversity of governance

bodies and employees
GRI 405: Diversity and Equal

3.2 We accompany, S1 People first, C Diversity,
equality and inclusion, 4.2 Social matters: employees
and inclusion and diversity, S.1 Annex 1: Governing
bodies

Opportunity

405-2 Ratio of basic salary and
remuneration of women to men

Non-discrimination

3.2 We accompany, S1 People first, C Diversity,
equality and inclusion, 4.2 Social matters: salary gap
and remuneration

GRI 3 Material Topics !
topics

3-3 Management of material

3.2 We accompany, S1People first, C Diversity,
equality and inclusion. 3.3 We comply, G2 Compliance
and corporate ethical culture

406-1 Cases of discrimination

GRI406: No discriminacion and corrective actions

undertaken3.2

3.2 We accompany, S1 People first, C Diversity,
equality and inclusion. 3.3 We comply, G2 Compliance
and corporate ethical culture
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GRI Standards - Thematic content

Social Dimmension Content Section in the Report

Customer health and safety

3-3 Management of material

GRI 3 Material Topics .
topics

3.2 We accompany, S2 Customer at the heart

416-1 Evaluating the impacts of
product and service categories
on health and safety

GRI 416: Customer health and
safety

3.2 We accompany, S2 Customer at the heart: B.
Protection of the customer’s interest

Marketing and labelling

3-3 Management of material

GRI 3 Material Topics 3.2 We accompany, S2 Customer at the heart

topics
3.2 We accompany, S2 Customer at the heart. UCl is
417-1 Requirements for the a member of the Association for Commercial Self-
GRI 417: Marketing and labelling information and labelling of Regulation (Autocontrol) and is ethically commited
products and services to responsible commercial communication with

customers

Customer privacy

3.2 We accompany, S2 Customer at the heart, 3.3 We
comply, G2 Compliance and corporate ethical culture,
G.4 Data privacy and protection

3-3 Management of material

GRI 3 Material Topics .
topics

418-1 Substantiated complaints

regarding breaches of customer  UCI, in the period 2022, has had no substantiated
privacy and loss of customer complaints

data

GRI 418: Customer privacy
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6.3. Contents of UN Global Compact

Since 2020, at UCI, we are members of contents and our support with the Ten Glo-
the Global Compact of United Nations and, bal Compact Principles in relation to human
through this Non-Financial Information Sta- rights, labour rules, environment and antico-
tement, we present our responsibility in ESG rruption.

Section in the

Global Compact Principles

Report
Human Rights
Principle 1
Businesses should support and respect the protection of internationally proclaimed human 3.3 We comply G2 Compliance
rights and corporate ethical culture
Principle 2

3.3 We comply G2 Compliance

Businesses should make sure that they are not complicit in human rights abuses. -
and corporate ethical culture

Labour

Principle 3

3.2 We accompany S1 People

Businesses should uphold the freedom of association and the effective recognition of the First

right to collective bargaining 3.3 We comply G2 Compliance
and corporate ethical culture

Principle 4

3.3 We comply G2 Compliance

Businesses should uphold the elimination of all forms of forced and compulsory labour -
and corporate ethical culture

Principle S

3.3 We comply G2 Compliance

Businesses should uphold the effective abolition of child labour -
and corporate ethical culture

Principle 6

3.2 We accompany S1People

First
Businesses should uphold the elimination of discrimination in respect of employment and

occupation 3.3 We comply G2 Compliance
and corporate ethical culture
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Section in the

Global Compact Principles Report

Environment

Principle 7
3.1 We greenimise
Businesses should support a precautionary approach to environmental challenges 3.3 We comply G6
Comprehensive risk management
Principle 8

2. Our sustainability model
Businesses should undertake initiatives to promote greater environmental responsibility

3.1We greenimise

Principle 9

Businesses should encourage the development and diffusion of environmentally friendly

technologies 3.1 We greenimise

Anti-corruption

Principle 10

3.3 We comply G2 Compliance

Businesses should work against corruption in all its forms, including extortion and bribery -
and corporate ethical culture
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6.4. Contribution to the Sustainable
Development Goals

At UCI, we have identified S SDGs as priority

goals, 4 interrelated goals and 1 transversal goals.

Contribution to the Sustainable Development Goals

Goals associated with the SDGs

UCI

goal, with a contribution to 21 major impact

Section in the Report

SDG 4

4.3 Ensure equal access for all women and men to affordable and quality technical, vocational

and tertiary education, including university

3.2 We accompany

SDG S

5.5 Ensure women'’s full and effective participation and equal opportunities for leadership at
all levels of decision-making in political, economic and public life

3.2 We accompany S1 People First

SDG7

7.2 Increase substantially the share of renewable energy in the global energy mix

3.1We greenimise

7.3 Double the global rate of improvement in energy efficienc

3.1We greenimise

SDG 8

8.5 Achieve full and productive employment and decent work for all women and men,
including for young people and persons with disabilities, and equal pay for work of equal value

3.2 We accompany S1 People First

8.8 Protect labour rights and promote safe and secure working environments

3.2 We accompany S1 People First

3.3 We comply G2 Compliance

and corporate ethical culture

8.10 Strengthen the capacity of domestic financial institutions to encourage and expand
access to banking, insurance and financial services for all

3.2 We accompany

SDG 10

10.2 Empower and promote the social, economic and political inclusion of all, irrespective of
age, sex, disability, race, ethnicity, origin, religion or economic or other status

3.2 We accompany

3.3 We comply G2 Compliance
and corporate ethical culture

10.3 Ensure equal opportunity and reduce inequalities of outcome

3.2 We accompany

3.3 We comply G2 Compliance
and corporate ethical culture
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Contribution to the Sustainable Development Goals

Goals associated with the SDGs

Section in the Report

SDGTI

11.1 Ensure access for all to adequate, safe and affordable housing and basic services and
upgrade slums

3.1We greenimise

3.2 We accompany

11.3 Enhance inclusive and sustainable urbanization and capacity for participatory, integrated
and sustainable human settlement planning and management in all countries

3.1We greenimise

3.2 We accompany

SDG 12

12.2 Achieve the sustainable management and efficient use of natural resources

3.1 We greenimise

3.3 We comply

12.5 Substantially reduce waste generation through prevention, reduction, recycling and
reuse

3.1 We greenimise

12.6 Encourage companies, especially large and transnational companies, to adopt
sustainable practices and to integrate sustainability information into their reporting cycle

3.1We greenimise

3.3 We comply

12.8 Ensure that people everywhere have the relevant information and awareness for
sustainable development and lifestyles in harmony with nature

3.1We greenimise

3.2 We accompany

SDG 13

13.1 Strengthen resilience and adaptive capacity to climate-related hazards and natural
disasters in all countries

3.1We greenimise

3.3 We comply G6
Comprehensive risk management

13.3 Improve education, awareness-raising and human and institutional capacity on climate
change mitigation, adaptation, impact reduction and early warning

3.1 We greenimise

3.2 We accompany

SDG 16

16.5 Substantially reduce corruption and bribery in all their forms

3.3 We comply G2 Compliance

and corporate ethical culture

16.6 Develop effective, accountable and transparent institutions at all levels

3.3 We comply

16.7 Ensure responsive, inclusive, participatory and representative decision-making at all
levels

2. Our sustainability model

3.2 We accompany

3.3 We comply

SDG 17

17.17 Encourage and promote effective public, public-private and civil society
partnerships, building on the experience and resourcing strategies of partnerships

Non-Financial Information
Statement

5.5 Table of Alliances
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1. Risk management

At the UCI Group we consider risk to be an
inherent factor in the business we carry out.
Proper risk analysis, measurement and ma-
nagement will help to achieve adequate mar-
gins and maintain the company’s solvency
and liquidity levels. When developing risk
management systems and models, we use
the best market practices as a benchmark,
including those implemented by our share-
holders.

Through the implementation of a risk ma-
nagement system (RMS), our risk manage-
ment function (hereinafter referred to as
RMF) is characterised by a process in which
the risks to which the company is exposed
are managed in a holistic, organised and me-
thodological manner that requires the coo-
peration of all levels of the organisation. This
makes the RMS a cross-cutting, proactive
and dynamic process.

Its main objective is to protect and create
value in the company, thereby improving de-
cision-making and the achievement of ob-
jectives and contributing to the anticipation
of threats and opportunities. The ultimate
objective is to support the strategic decisions
made when defining the various manage-
ment policies, including the risk acceptance

policy.

The objectives covered by the RMS in each of its
phases are as follows:

« Identification of the main risks to which the
company is exposed and implementation of a
corporate risk map.

« Definition of key risk indicators (KRIs) and eva-
luation of the control environment and business
model in order to determine the risk profile for
each of the risks identified and the company as
a whole.

« Formulation and monitoring of the risk appetite
that the company considers it reasonable to ac-
cept in the implementation of its business strate-
gy, as well as definition and integration of the risk
culture at all levels of the organisation.

» Assessment of the capital and liquidity require-
ments according to the approach adopted by the
regulator.

+ Monitoring of risks and action plans and issue of
reports according to the standards established by
the regulator or the stakeholders.

1.1. Executive summary
and key points

This section provides a summary of the UCI
Group’s risk management and profile in 2022
through its main indicators and performance.

The UCI Group’s risk profile for the year 2022
is set as medium-high. This decrease in the risk
profile compared to the previous year is the re-
sult of the action plans designed to meet the su-
pervisory expectations. These expectations have
had a positive impact, mainly on the company’s
credit and solvency risk management, although
there have also been positive effects interrelated
with other risks. This fact, together with the me-
asures adopted to reinforce the Internal Control
Framework, means that although the company’s
overall risk profile remains at medium-high, it has
shown a downward trend compared to the pre-
vious year and has a positive outlook.
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Credit and concentration risk

The main risk to which the UCI Group is exposed
is credit risk. This is largely determined by its bu-
siness model, which is highly focused on retail
mortgage lending.

The main exposure to credit risk relates to
transactions agreed prior to 2012. The credit
quality of the mortgages signed subsequent
to (and including) 2012 has improved subs-
tantially and had a positive impact on the ex-
posure to this risk, as their relative weight in
the balance sheet has increased.

One of the key indicators with regard to credit

quality is the NPL ratio, which improved over
the course of 2022

2021 776%

2021 .
Portfolio > 2012 I 0.38%

2022 761%
2022 .
Portfolio » 2012 . 0.88%

UCI

The credit concentration risk does not have any
significant concentrations by area, product, cus-
tomer type or sales channel. Neither are there
any deviations from the regulatory ratios relating
to individual sector concentrations.

0.0003%

[—=—=-=-1
Individual Sector

concentration concentration
ratio ratio
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Balance sheet structural interest rate risk

Balance sheet structural interest rate risk evalua-
tes the impact of adverse interest rate changes
on the balance sheet items that are sensitive to
such changes. The interest rate changes seen in
the year 2022 did not lead to a breach of any in-

EVE parallel shift -200bp (Tier 1)
EVE parallel shift +200bp (Tier 1) -10.31%
EVE parallel shift -200bp (equity)

EVE parallel shift +200bp (equity) -8.25%

Capital risk

The UCI Group has a leverage ratio and a level of
capital that meet the minimum regulatory requi-
rements, including the additional capital require-
ment (P2R) and the expectation of the guidance
on additional own funds (P2G).

Total Capital
14,62%

CET1
9,68%

UCI Group

Leverage
ratio

Seccion 3.2

dicator and the company comfortably meets the
limits established by the Board of Directors, as
well as the regulatory limits.

13.33%

10.67%

Seccion 3.3

The supplementary capital plan implemented in
the year 2022 means that the company main-
tains a total capital ratio (TSCR) and overall ca-
pital requirements (OCR) that are in line with the
specifications established by the supervisor and
the internal objectives set by the compan.

Total Capital
13,50%

T2 (P2R) 05%

Tier2
2,0%

Tier 1
11’00% AT1 (P2R)0,38%

AT
1,50%

CET1(P2G) 1%

ccB
2,5%

CET1 CETH (P2R)
9.13% 1,13%

CET1 (P1)
4,50%

OCR + P2G (SREP)

5.23%
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Liquidity and funding risk

This risk is considered significant due to the need
to develop self-funding strategies. These strate-
gies are currently based on the issue of securiti-
sation funds to guarantee the company’s finan-
cialindependence, enabling the repayment of the
funding facilities drawn down with shareholders.

Prado X was UCI’s fifth issue since the start of
the pandemic in 2020. Carried out in accordance
with strict STS (Simple, Transparent and Stan-
dardised) criteria, it was given the highest credit
rating (AAA) by the ratings agencies DBRS Mor-
ningstar, Fitch Ratings and Scope Ratings, and
was preceded by the issue of RMBS Green Be-
lem No.T and RMBS Belem No.2 in Portugal and
RMBS Prado VI, VIII and IX in Spain. It was also
the transaction with the largest amount of secu-
ritised loans to date.

Following the entry into force of Bank of Spain
Circular 172022, the UCI Group is required to
comply with liquidity requirements which, with
regard to its structure, are based on the liquidity
coverage ratio (LCR) required from credit institu-

130,85%

UCI

Seccion 3.4

tions in accordance with Commission Delegated
Regulation (EU) 2015/61 of 10 October 2014 to
supplement Regulation (EU) No. 575/2013 of the
European Parliament and the Council with regard
to the liquidity coverage requirement applicable
to credit institutions — and the simplified calcula-
tion of the net stable funding ratio (NSFR) - pro-
vided for in sections S, 6 and 7 and heading IV
of part six of Regulation (EU) No. 575/2013. With
regard to the content, the components that make
up the liquidity requirements include adaptation
and proportionality criteria, taking into considera-
tion the idiosyncrasy and nature of credit finance
establishments, their particular funding structure
and the liquidity risk of their activities.

The NSFR and LCR ratios comfortably exceed the
regulatory requirements (100% in both cases)

271,86%

LCR

NSFR
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Market risk

The market risk is determined solely by price fluc-
tuations linked to the “foreclosed assets” item on
the company’s balance sheet. The uptick in va-
luations and the capital gains obtained on sales
mean that there is a downward trend in this risk.

Seccion 3.5

Operational risk Seccion 3.6

Our Operational Risk Management System
(ORMS) has enabled the detection of a certain
number of incidents, significantly reducing expo-
sure to operational risk as the system has matu-
red. Actions aimed at promoting the operational
risk culture and the involvement of all functions
and senior management have resulted in the de-
tection and reporting of a certain number of inci-
dents, although the amount of the losses shows
a downward trend.

The operational risk capital requirements for the
UCI Group as at the 2022 year-end amounted to
€17.51 million.

Reputational risk Seccion 3.6

The reputational risk, which is determined by the
inherent risk of the mortgage sector, is no diffe-
rent to that of its peers.

This risk is defined as the collection of percep-
tions and opinions that the various stakeholders
have about the company. It is associated with
changes in the perception of the Group and its
component brands, where an action, event or si-
tuation could have a negative or positive impact
on the organisation’s reputation. The eKomi and
GmB cettifications reveal a high level of custo-
mer satisfaction with the service and attention
received.

GMB 4,8/5 Ekomi 9,8/10

Strategic risk Seccion 3.8

Strategic risk is defined as loss or damage resul-
ting from strategic decisions (or poor implemen-
tation thereof) that affect the long-term interests
of our key stakeholders, or the inability to adapt
to a changing environment.

Strategic risk management cuts across the who-
le company and stems from other risks which
may be non-strategic in origin but could still have
a significant impact on the company’s business
model and strategy.

ESG risk Seccion 3.9

Based on the EBA discussion paper on the ma-
nagement and supervision of ESG risks (EBA/
DP/2020/03), the ESG risks have been identi-
fied, evaluated and managed in adaptation to the
expectation of review and evaluation by the com-
petent authorities.

ESG risks include any risks relating to the im-
pacts of climate change, including physical
and transition impacts, the social risks inhe-
rent in economic activities and, lastly, the ris-
ks related to corporate governance.
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1.2. Top risks and emerging risks

We carry out a forward-looking analysis of the
unit based on stress metrics and/or identification
and assessment of the main threats or key vul-
nerabilities (top risks) which could have a signifi-
cant impact on the strategic plan or compromise
the company’s viability in the future. This enables
specific action plans to be put in place to mitigate
and monitor their potential impacts.

The assessment of key vulnerabilities is based
on the individual classification of the top risks,
which are grouped into 4 main areas (weighted
according to their importance in the company’s
strategic plan for each year).

Macroeconomic and political risks

1. Health, safety and protection

2. Macroeconomic and geopolitical uncertainty
3. Business continuity, crisis management and
disaster response

4. Climate change and environmental sustaina-
bility

S. Inflation and interest rates

Competitive environment and customer rela-
tions

1. Communication, reputation and stakeholder
relations

2. Digital disruption, new technologies and Al

3. Human capital, diversity and talent manage-
ment

4. Organisational culture

S. Pricing risk

Regulatory environment

1. Financial, liquidity and insolvency risks

2. Changes in laws and regulations

3. Organisational governance and corporate re-
ports

4. Supply chain, outsourcing and supplier risk

S. Fraud, bribery and criminal exploitation of dis-
ruption

Threats to systems (cyber risk)

1. Cybersecurity and data security
2. Telework risks

3. Phishing and spear-phishing

4. Ransomware

S. Advanced persistent threat
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2. Risk management and

control model

2.1. Risk principles and culture

Having a sound risk culture is crucially important
and one of the keys to the UCI Group being able
to respond to changes in economic cycles, new
customer demands and increasing competition,
thereby positioning itself as a company which is
trusted by all its stakeholders.

One of the pillars on which the development of
a risk culture is founded is an RMS which is im-
plemented across the whole company and inte-
grated into the Group’s strategy, operations and
culture.

Excellence in risk management is thus one of the
strategic priorities set by the Group. This means
consolidating a strong risk culture throughout the
organisation and ensuring that it is known and
applied by all the employees of the UCI Group.

Our risk culture is defined on the basis of five
principles:

1. Commitment. The risk culture is based on the
commitment and participation of all units and
employees (irrespective of the function they per-
form) and should be embedded and integrated as
a “lifestyle” rather than an imposition.

2. Responsibility. All units and employees must
know and understand the risks involved in their
daily activities and be responsible for the identifi-
cation, assessment and management and repor-
ting of such risks in a comprehensive and trans-
parent manner.

3. Simplicity. The risk culture should be adapted
to the Group’s business model, with processes

and decisions that are clear, documented and
comprehensible to both employees and custo-
mers.

4. Customer focus. All risk actions are focused
on the customer and their long-term interests.
The Group’s vision is to be a leader in specialised
real estate finance and to earn the trust and lo-
yalty of our employees, customers, shareholders
and society. The way to achieve this is to proacti-
vely contribute to the progress of our customers
through excellent risk management.

S. Experience. Our previous experience will
enable us to prevent the occurrence of adverse
events. This experience will be gained through a
dynamic and evolving learning process that will
be shared and transferred to all levels.

Dissemination of the risk culture is a process of
continuous improvement supported by a number
of actions based on communication, training and
development and technological support from the
RMS.
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2.2. Corporate risk map

Classification of the risks faced by the UCI Group
enables the effective management, control and
communication of these risks. Our corporate risk
map includes the following areas of risk:

Credit and concentration risk: the risk of finan-
cial loss caused by the default or deterioration
in credit quality of a customer or a counterparty
whom the UCI Group has financed or to whom it
has undertaken a contractual obligation. Concen-
tration indicates a lack of diversification from the
point of view of geographical exposure, customer
type, specific products or sales channel.

Balance sheet structural interest rate risk: the
exposure to which the company is subject as
a consequence of adverse interest rate move-
ments. This sensitivity is determined by mismat-
ches in the maturity and review dates of the inte-
rest rates of different balance sheet items.

Capital risk: this risk relates to the company’s
ability to generate funds to meet, under the
agreed conditions, the commitments made to
third parties. Solvency is closely linked to credit
risk, as it represents the possible loss to the com-
pany that would result from a change in condi-
tions and characteristics, as this could affect the
company’s ability to meet the contractual terms
of its transactions.

Liquidity and funding risk: the risk of not having
the necessary liquid financial resources to meet
contracted obligations when they fall due, or of
such resources only being obtained at a high cost.

Market risk: reflects the possibility of losses ari-
sing from adverse movements in market prices
and/or the negotiable instruments with which
the company operates.

UCI

Operational risk: the risk of incurring losses due
to the inadequacy or failures of processes, em-
ployees or internal systems, or as a result of ex-
ternal events. It includes legal risk and regulatory
compliance and conduct risks.

Reputational risk: the risk of a real or potential
negative economic impact due to an adverse
perception of the bank by employees, customers,
shareholders/investors and society in general.

Strategic risk: the risk of loss or damage resulting
from strategic decisions (or poor implementation
thereof) that affect the medium and long-term
interests of our key stakeholders, or the inability
to adapt to a changing environment.

ESG risk: this includes the environmental fac-
tor (E), concerning decisions made on the basis
of how companies’ activities affect the environ-
ment, the social factor (S), which takes into ac-
count the repercussions that the activities ca-
rried out by the company have in the community,
and the governance factor (G), which studies the
impact that the shareholders and directors them-
selves have, and is based on issues such as the
structure of the board of directors, shareholders’
rights and transparency, among others.
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2.3. Risk governance

Our risk governance structure enables us to carry
out effective oversight in line with our risk appe-
tite. It is supported by the three lines of defence
management model, our committee structure
and a sound risk culture.

Lines of defence

The UCI Group has a three lines of defence model
in place to effectively manage and control risks:

« First line: the business functions that take or ge-
nerate exposure to risk are the first line of defen-
ce. The first line of defence identifies, measures,
controls, monitors and reports the risks arising
and applies the internal regulations governing risk
management. The generation of risks must be in
line with the approved risk appetite and associa-
ted limits.

« Second line: the risk management and com-
pliance functions make up the second line of
defence, which independently oversees and cha-
llenges the risk management activities carried
out by the first line of defence. Within its res-
pective areas of responsibility, this second line of
defence must ensure that the risks are managed
in accordance with the risk appetite defined by
senior management and promote a strong risk
culture throughout the organisation.

« Third line: the third line of defence is made up of
an independent internal audit function which as-
sures the Board of Directors and senior manage-
ment that the internal controls, governance and
risk management systems are of sufficient qua-
lity and efficacy, helping to safeguard our value,
solvency and reputation.

The risk management, compliance and internal
audit functions have an appropriate level of se-
paration and independence. Each of them has
direct access to the Board of Directors and its
committees.

Risk management committee structure

The Board of Directors is ultimately responsible
for risk management and control. It reviews and
approves the risk frameworks and risk appetite
and promotes a sound risk culture throughout the
organisation.

The Group Chief Risk Officer (CRO) establi-
shes the risk management strategy, promotes
an appropriate risk culture and is responsible for
overseeing all risks, as well as challenging and
advising the different business lines on their risk
management.

The Group CRO has direct access and reports to
the Board’s Audit and Risk Committee and to the
Board of Directors.

Risk governance keeps the control line separate
from the risk-taking line:
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Functions

Board’s Audit and Risk Committee

This committee is responsible for risk
management, in accordance with the
powers delegated by the board, and
is authorised to accept, modify or
escalate any actions or transactions
which could expose the company to
a significant risk, as well as the most
relevant models. The committee
makes risk acceptance decisions at
the highest level, in accordance with
the Group’s risk appetite.

UCI

Risk Management Committee

This committee is responsible for risk
management and for providing a ho-
listic view of the risks. It determines
whether the business units are being
managed in accordance with the risk
appetite. It also identifies, monitors
and evaluates the impact of current
and emerging risks on the Group’s
risk profile.

Chaired by

Independent director

Group CRO

Composition

Designated executive directors and
other members of senior manage-
ment (CEO). The Risk Management,
Compliance and Finance functions
will be represented.

Members of senior management and
the Risk Management, Compliance,
Finance and Financial Controller
functions.

Frequency of

meetings At least half-yearly / On request

Quarterly
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2.4. Management processes and tools

Risk appetite and limit structure

At the UCI Group we carry out comprehensive
risk management in which definition and con-
trol of the risk appetite is a key element. In this
context, our risk appetite framework (RAF) is the
basis for appropriate coordination of the risk de-
cision-making process, the definition, level and
composition of the risks the Group wishes to
assume in its activities, and the mechanism for
supervision and monitoring of risks.

The risk appetite framework includes the risk
appetite statement (RAS). This sets out in writing
the aggregate level of the types of risk that the
UCI Group is willing to avoid, reduce, share or as-
sume in order to achieve its strategic objectives.

The Board of Directors establishes the risk appe-
tite for the whole Group on an annual basis and
the RMF is responsible for management of the
risk profile in line with the established risk appe-
tite.

The main elements on which our risk appetite is
based are as follows:

« A medium-low and predictable target risk pro-
file, predominantly focused on retail mortgage
lending.

« A sound capital and liquidity structure, with risk
profiles that do not compromise the viability of
the Group.

+ An independent RMF with the active involve-
ment of senior management to strengthen a
sound risk culture and a sustainable return on
capital.

« A remuneration policy which aligns the interests
of employees and executives with the Group’s
risk appetite and long-term results.

Risk Management System (RMS)

At the UCI Group we assess the company’s risk
profile in a systematic manner, using a unique and
robust methodology which enables an analysis
of all the types of risk to which we are exposed,
in accordance with the identified corporate risk
map. It also produces results at different levels by
risk type and unit through a scoring system that
classifies the profile into four categories: low, me-
dium-low, medium-high and high.

The Risk Identification and Assessment (RIA)
methodology, which is aligned with our sharehol-
ders’ methodology and best market practices and
uses as a benchmark the supervisor’s guidelines
established in the SREP exercise, is based on
the core principles of the risk identification and
assessment model. These include the following:
self-assessment and adequacy of the exercise,
efficiency, a holistic and comprehensive view of
risk through the use of common methodologies,
convergence and alignment for decision-making
purposes.

The three lines of defence all participate in the
exercise, reinforcing our risk culture by analysing
how risks evolve and identifying areas for impro-
vement.

The evaluation of the risk profile is comprised of
the following blocks:

« Risk performance, which enables measurement
of the profile of exposure to each type of risk.

« Control environment, in which the distance to
the target operating model of our advanced risk
management system is evaluated in line with re-
gulatory requirements and best market practices.

« Business model analysis. A prospective analy-
sis, it assesses potential threats which could
have an impact on business planning and strate-
gic objectives.
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Scenario analysis

A key tool for ensuring robust risk management
and control is the analysis of the possible impacts
arising from different scenarios related to the en-
vironment in which the Group operates, in order
to determine capital and liquidity requirements.

Accordingly, at the UCI Group we carry out inter-
nal capital and liquidity adequacy assessment
processes (ICAAP) in which the company applies
its methodology to assess capital and liquidity le-
vels under different scenarios based on the ad-
verse performance of different macroeconomic
variables (GDP, interest rates, employment and
house prices).

Risk Reporting Structure (RRS)

In order to provide senior management with a
complete and up-to-date overview of the risk
profile, the Risk Management Department regu-
larly reports and consolidates the risks so that
appropriate decisions can be made in a timely
manner.

We have two types of risk reports:

1. Risk Management Report (quarterly): this re-
port is submitted to the Risk Management Com-
mittee and distributed to senior management.

2. Risk Management Report (Board): this report is
submitted to the Board’s Audit and Risk Commi-
ttee and distributed to the designated executive
directors and members of senior management.

UCI
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3. Corporate risks

3.1 Credit and concentration risk

3.1.1 Credit and concentration risk
management

This is our most significant risk, both in terms of
exposure and capital consumption, and includes
credit risk in lending, on the balance sheet, and in
the analysis of collateral and coverage.

Lending

Our business strategies and risk policies ensure
an overview of the portfolios, establishing busi-
ness objectives and defining specific action plans
in line with our risk appetite statement.

The risk approval criteria included in our lending
policy cover three key risk concepts: borrower,
collateral and transaction. The main objective of
the policy is to ensure the creditworthiness of the
customer and the consistency of the transaction.

The first step is to assess the borrower’s ability to
pay, in order to ensure that the financial obliga-
tions undertaken will be met in a timely manner,
taking into account only the borrower’s regular
income without relying on guarantors, co-signers
or assets provided as collateral (considered an
exceptional method of recovery).

In order to assess the borrower’s creditworthi-
ness and risk profile, UCI will have sufficient, pre-
cise and up-to-date information and data (prior
to formalisation of the loan agreement) related to
the purpose of the loan (employment, sources of
income as proof of the ability to pay, household
composition and dependents, commitments and
regular expenses associated with the latter). All
of this information will be used to assess the per-
sonal guarantee of the parties to the loan.

As a second basic element of the transaction,
UCI carries out a precise valuation of the collate-
ral through authorised appraisal companies. This
valuation forms the basis for determining the ra-
tio between the amount of the requested loan
and the value of the collateral.

All the documents that have been used as the
basis of or to support the decision will be adequa-
tely traceable in the company’s systems, with the
dual objective of complying with the regulatory
framework and facilitating future reviews, both
at internal level and by third parties. All the docu-
mentation that has been used in the appraisal of
the transaction, as well as the data taken from it
and used to measure the viability and to decide
on the transaction, in addition to the decision on
the viability of the transaction made jointly with
the responsible decision-making body, will be re-
corded in an easily accessible computer format.

In order to analyse our customers’ ability to meet
their contractual obligations, we use parameter
assessment and estimation models in each of
our segments.

1. Rating: The customer rating model segments
the portfolio classified as normal risk according
to its default risk. This segmentation is based on
predictive behavioural models, calculated on the
basis of historical data from the UCI Espaiia Re-
tail portfolio. Each transaction is assigned a risk
rating based on its current status and past per-
formance. This rating is updated monthly for all
transactions.

2. Scoring: The credit scoring model is an algo-
rithm which enables the credit risk of a person
applying for a loan to be automatically assessed.
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The model can estimate the probabilities of de-
fault by customers and assigns a metric which
enables borrowers to be compared and ranked
according to their default risk. The objective of
these models is to find patterns of behaviour in
the customer portfolio.

Changes to terms and conditions and recovery
management

The recoveries department follows the require-
ments set out in the EBA Guidelines on manage-
ment of non-performing, refinanced and forborne
exposures. Recovery management is divided into
four phases: watchlist or early default, recovery
of non-performing loans, recovery of write-offs
and management of foreclosed assets. We are
constantly seeking alternatives to court debt re-
covery proceedings.

In line with the principle of customer protection,
and in order to facilitate the fulfilment of custo-
mers’ payment commitments, the recoveries
department plays an important role in our risk
management and control as far as changes to
the terms and conditions of a transaction are
concerned. This is where a customer seeks an
improvement in the financial conditions or is fa-
cing difficulties making full payment of the loan
instalment.

If there is a change to the financial terms and con-
ditions of a customer who wishes to subrogate to
another bank or improve the conditions of their
current loan, UCI has different solutions for the
assessment and renegotiation of improved terms
and conditions on the loan. These can be applied
in response to requests by customers following a
prior assessment of both the transaction and the
customer.

UCI

Credit risk assessment, monitoring and control

Regular monitoring of business performance
against the strategic plans is an essential part of
our risk management. The RMF regularly moni-
tors and assesses credit risk indicators, enabling
early detection of impacts on risk performance
and credit quality. Moreover, any trends or devia-
tions in the key risk indicators are monitored in
line with our risk appetite statement, action plans
are implemented, responsible parties are identi-
fied and monitoring frequency is established.

Classification of transactions based on credit
risk due to insolvency

Loans are granted under the premise that the
debt will be repaid in accordance with the con-
ditions established in the agreement. When the
loan is granted, the transaction is therefore clas-
sified as normal risk. This classification will be
maintained for as long as the customer meets
their contractual obligations.

However, according to the customer’s payment
behaviour, the classification of the debt may be
subject to change if the customer’s creditworthi-
ness deteriorates. In the same way, the classifi-
cation of the debt may improve if the customer
regains any lost creditworthiness.

The criteria for the accounting classification and
the level of provisioning required for each of the
defined classifications are managed by the Fi-
nancial Controller’'s Department.
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Coverage of credit risk loss due to insolvency

The main objective of provisioning for loans is to
have the necessary resources to cover the antici-
pated potential losses on assets and to anticipate
theirimpact on the profit and loss account where
such losses are recorded.

The provisioning model is based on an estima-
tion of the Expected Loss (EL) that could be in-
curred on the loan in the future if it reaches the
end of its usual impairment cycle. It assesses the
loans and makes a provision for the potential loss
which could be incurred if the loan should beco-
me non-performing, or if there is a foreclosure,
payment in kind or enforcement of the mortgage
guarantee to cancel the customer’s debt and, fi-
nally, if UCI proceeds with the sale of the foreclo-
sed real estate assets.

In accordance with current solvency regulations,
the credit risk is covered by means of the existen-
ce and control of own funds to absorb the risks
assumed, as well as through the establishment
of provisions to cover insolvencies. This coverage
is classified into specific coverage for non-per-
forming and delinquent loans (the objective of
which is to cover exposures to defaults or tran-
sactions with doubtful full repayment) and nor-
mal risk coverage, which is in turn classified into
normal risk coverage and watchlist normal risk
coverage. The latter corresponds to coverage of
transactions that have weaknesses in their cre-
ditworthiness, but do not raise doubts as to their
full repayment.
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3.1.2 Core metrics

In the year 2022, an amount of €836.6 million 2021), an affordability rate of 29.7% (30.2% in
was granted (-€56 million compared to 2021), 2021) and a cost of risk of 0.1% (0.1% in 2021).
with satisfactory metrics as far as lending is con-

cerned: loan to value of 62.9% (66.3% in 2021), As at December 2022, the NPL ratio for the UCI
a personal contribution rate of 31.6% (28.0% in Group stood at 7.51% (-24 bp compared to 2021).
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Due to our business model, mention should be
made of the high quality of the collateral, which
is concentrated almost exclusively in first home
financing. At the year-end, 97.7% of the portfolio
value was covered by mortgage guarantees.

As at the 2022 year-end, the Group’s total pro-
visions to cover potential bad debts on loans to
customers stood at €281 million: €8 million for
normal risk; €29.2 million for watchlist normal
risk; €54.2 million for non-performing loans and
€189.8 million for delinquent loans.

As at 31 December 2022, the total provisions
held in relation to the lending portfolio classified
as non-performing delinquent loans represented
a NPL coverage rate of 24.6%.

With regard to credit risk concentration, UCI ca-
rries out continuous monitoring of the degree of
concentration based on different relevant dimen-
sions: sector, individual, geography, customer,
product and channel.

With regard to sector concentration, the com-
pany’s direct risk will be grouped together, wi-
thout taking into account the risk of individuals
(except the risk arising from the performance of
business activities), into the twelve economic ac-
tivity groups established by the supervisor.

With regard to individual concentration, the com-
pany’s total direct risk will be itemised (using the
same criteria as in the calculation of the sector
concentration rate) with the company’s 1,000
largest borrowers, whatever their legal status or
form. When several borrowers are connected,
as they constitute an economic group or deci-
sion-making unit, they will be grouped together
and considered as a single risk.

The sector and individual concentration rates are
within the regulatory limits - IC1 0.0003% (0.107%
in 2021) and SCI 3.5% (11%% in 2021).

The UCI Group is subject to the large exposure
regulation contained in the CRR, according to
which an institution’s exposure to a customer or
group of connected customers will be considered
a “large exposure” when its value is equal to or
more than 10% of its eligible capital.

In addition, in order to limit large exposures, no
exposure to a customer or group of connected
customers may exceed 25% of their eligible ca-
pital, after taking into account the effect of credit
risk mitigation included in the rule.

As at the end of December, after applying risk mi-
tigation techniques, UCI did not reach the thres-
holds mentioned above. The regulatory credit
exposure within the scope of large exposures re-
presented 0.71% of the credit risk as at December
2022.

In geographical terms, the credit risk is diversi-
fied across the main markets in which we have
a presence (Spain, Portugal, Greece and Brazil).
In Spain and Portugal, the business is focused on
real estate loans, whereas in Greece it is focused
on the management and maintenance of loans
granted by financial institutions.
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Non-performing loan balance

Delinquent loan balance

B Spain mPortugal ® Greece

The geographical concentration of both the por-
tfolio and the front book shows that loans are
granted throughout the country. The level of con-
centration risk is considered low to the extent
that lending is primarily carried out in large popu-
lation centres such as Madrid, Barcelona and the
Mediterranean coast (Valencia, Malaga, Seville
and Cadiz), which are considered mature and
well-known markets.

Lending activity is spread across all of Spain’s
autonomous regions, with the highest degree of
concentration in Spain being recorded in deve-
loper transactions, where the lending risk could
amount to more than one million euros. This fi-
gure is in any case insignificant when compared
to the total balance of the company’s investment
portfolio (0.13% of the portfolio balance).
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3.2 Balance sheet structural interest rate risk

3.2.1 Balance sheet structural inte-
rest rate risk management

This risk arises from possible changes in interest
rates which could have an adverse effect on the
value of a financial instrument, a portfolio or the
Group as a whole. It affects loans, deposits, debt
securities and most of the assets and liabilities in
trading portfolios, as well as derivatives.

The Asset & Liability Management (ALM) area is
responsible for the internal active management
of interest rate risk, based on monitoring of the
company’s exposure and taking positions aimed
at mitigating this exposure, always in accordance
with the limits established for the Group.

In order to assess the exposure to interest rate
risk, the ALM area analyses the maturity or re-
pricing gaps between assets and liabilities from
a static point of view, in other words, based on
the current balance sheet, with its maturity and
renewal terms. Furthermore, the company calcu-
lates the economic value of the balance sheet, in
other words, the net present value of all the ex-
pected balance sheet flows, assuming that the
maturity is not renewed. Based on the calculated
economic value, its sensitivity to different inte-
rest rate change scenarios is then analysed. Dy-
nhamic analyses are also carried out, which, as the
name suggests, go beyond the current balance
sheet to calculate simulations about the future.
This simulates the interest margin, as well as its
sensitivity to changes in interest rates.

The indicators used in the analysis of UCI’s balan-
ce sheet exposure to interest rate risk are approa-
ched from three clearly differentiated perspecti-
Ves:

Interest rate gap

Gap analysis consists of grouping portfolio ba-
lances in line with the maturity and reprising of
assets and liabilities in time intervals in order to
estimate the sensitivity of the balance sheet to
interest rate changes.

- A positive gap is where more assets mature
and/or reprice than liabilities, which is favoura-
ble in the face of interest rate rises. Where the
balance sheet structure assimilates changes in
the interest rates on assets more quickly, the net
interest margin is positively impacted by this cir-
cumstance, resulting in greater interest income
flows for the company.

- A negative gap is where more liabilities mature
and/or reprice than assets, which is favourable
in the face of interest rate falls. In this case, the
greater speed with which liabilities assimilate
changes in interest rates means that the net inte-
rest margin is positively impacted by lower inte-
rest rates, due to lower financial costs.

- A reduced gap at all maturities will make the
net interest margin less sensitive to interest rate
changes. The establishment of a maximum mon-
thly gap, either (-) or (+), will contribute to this
lower sensitivity, stabilising the impact on the net
interest margin and therefore on the company’s
results.
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Sensitivity of net interest margin

UCl regularly assesses the exposure of the gap to
interest rate risk by means of simulations (projec-
tions) of the changes in the net interest margin in
the face of different interest rate scenarios.

Sensitivity of economic value

The sensitivity of the economic value is a mea-
surement which complements the sensitivity of
the net interest margin. It measures the impact of
interest rate changes in terms of the market va-
lue of the company’s equity-adjusted assets and
liabilities. The objective is therefore to capture all
the time effects generated in the future flows ari-
sing from interest rate movements.

Economic value of equity (EVE)

The change in the EVE is the change in the net
present value of all cash flows from the assets,
liabilities and off-balance-sheet items in the ban-
king book (structural balance sheet) resulting
from a change in interest rates, assuming that all
the positions in the banking book are amortised
on maturity.

The scenarios for the calculation of the impact of
interest rate shocks on the EVE are as follows:

i. parallel shock up;

ii. parallel shock down;

iii. steepener shock (short-term rates down and
long-term rates up);

iv. flattener shock (short-term rates up and long-
term rates down);

v. short-term rates shock up; and

vi. short-term rates shock down.

UCI

3.2.2 Core metrics

As at 31 December 2022, the interest rate gap
did not exceed any of the internally established
limits for the different time periods.

The sensitivity of the net interest margin to a sce-
nario in which the yield curve moves by +/- 100
bps stands at -3.99% and 3.99% respectively,
which does not exceed the internal limit of +/-
8.5%.

The sensitivity of the economic value to a scena-
rio in which the yield curve moves by +/- 100 bps
stands at -3.96% and 4.41% respectively, which
does not exceed the internal limit of +/- 7.5%.

The percentage change in the economic value of
equity in the face of a parallel shift of the yield
curve of +/- 200 bps stands at -8.25% and 10.677%
respectively, which does not exceed the regula-
tory limit of -207%.

The percentage change in economic value of
Tier 1 capital in the face of a parallel shift of the
yield curve of +/- 200 bps stands at -10.31% and
13.33% respectively, which does not exceed the
regulatory limit of -15%.

The above figures indicate that interest rate chan-
ges have not resulted in an adverse impact on the
company’s economic value and equity.
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3.3 Capital risk

3.3.1 Capital risk management

Capital management and capital adequacy in the
UCI Group seeks to ensure solvency and maximi-
se profitability, while meeting internal capital tar-
gets and regulatory requirements. It is a key stra-
tegic tool for decision-making at corporate level.

The Group’s capital management activities inclu-
de the following;

- Establishment of solvency and capital contribu-
tion targets aligned with minimum regulatory re-
quirements and internal policies in order to gua-
rantee a sound level of capital consistent with our
risk profile, and an efficient use of capital with a
view to maximising shareholder value.

- Development of a capital plan to meet the afo-
rementioned objectives consistent with the stra-
tegic plan. Capital planning is an essential part of
the implementation of the three-year strategic
plan.

- Capital adequacy assessment to ensure that
the capital plan is also consistent with our risk
profile and the risk appetite framework under
stress scenarios.

- Preparation of internal capital reports, as well as
reporting to the supervisory authorities and the
market (ICAAP).

The Group’s capital function is carried out at
three levels:

Regulatory capital

Regulatory capital management is based on an
analysis of the capital base, the solvency ratios
under current regulatory criteria and the scena-
rios used in capital planning in order to make the
capital structure as efficient as possible, both in

terms of cost and in compliance with regulatory
requirements.

Economic capital

The economic capital model is designed to ensu-
re that we correctly allocate our capital to all the
risks to which we are exposed as a consequence
of our activities and risk appetite. The aim is to
optimise the Group’s value creation.

Profitability and pricing

We aim to create value and maximise profitability
by carefully choosing the most appropriate stra-
tegies in terms of profitability while taking the risk
into account. That is why profitability and pricing
form part of the key processes of the capital mo-
del.

3.3.2 Core metrics

At the UCI Group we have a capital position in
proportion to our business model, balance sheet
structure, risk profile and regulatory require-
ments.

As at the year-end, the CET1 ratio was 9.68%,
above the minimum requirement of 7% and the
Pillar 2 requirement of 9.125%. The increase of
CETT1 in the year was 252 bps, which is due to
the capital increase of €147 million, a fact which
reaffirms our shareholders’ commitment to the
company. The growth in risk-weighted assets
(RWAs), supported by appropriate management
and the recovery in the pace of securitisation, has
also contributed to the stability of the indicator.

AT1 (Additional Tier 1) represents 2.02% and is
made up entirely of contingent convertible bonds
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or CoCos, in other words, hybrid issues with both
debt and equity elements. Their main characte-
ristic is that they can be converted into shares if
the CET1 capital ratio falls below a certain level.
The Tier1 ratio is therefore 11.71%, exceeding the
minimum requirement of 8.5% and the Pillar 2 re-
quirement of 11%. Tier 2, made up of subordinated
debt, represents 2.92%.

Total Capital
14,62%

Tier 1
11,71%

UCI Group

UCI

As a result, the total capital ratio at the 2022 year
end stood at 14.62%, above the minimum requi-
rement of 10.5% and the Pillar 2 requirement of
13.5%, ensuring a sound capital base and compl-
ying with the required regulatory ratios.

Total Capital
13,50%

T2 (P2R) 0,5%

Tier2
2,0%

Tier1
11,00%

AT1 (P2R)0,38%

AT1
1,50%

CET1 (P2G) 1%

ccB

2,5%
CET1 CET1 (P2R)

1,13%
9,13%

CET1 (P1)
4,50%

OCR + P2G (SREP)
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3.4 Liquidity and funding risk

3.4.1 Liquidity and funding risk management

We measure liquidity risk through several diffe-
rent tools and metrics which cover the diverse
risk factors that fall within this risk. The objective
is to have a minimum amount of liquid assets and
a funding structure adapted to the legal nature
and business model.

Our funding plan consists mainly of the issue of
financial instruments in the capital markets (se-
curitisation funds), credit lines with shareholders,
own funds and external repo lines.

With regard to the securitisations market, the
institution has more than 25 years of experience
and since 2015 has placed a total of 12 transac-
tions with external investors through the Prado
programme in Spain and the Belem programme
in Portugal.

Development of the funding plan therefore be-
gins with the granting of transactions through
the implementation of responsible lending and
purchasing policies. These ensure the credit risk
quality standards subsequently required by in-
vestors and credit rating agencies in securitisa-
tion fund issues, which include criteria of charges
on income and minimum personal contribution,
among others. The commercial policy in turn pro-
motes the sale of an attractive range of simple,
transparent and standardised products, free of
scalability or options, in which different types of
non-tied insurance are offered.

As far as the terms and conditions of the issues
are concerned, the UCI Group complies with
the standards published by the regulator ESMA
in 2017, on simplicity, transparency and standar-
disation (STS compliant), and with the Capital
Requirements Regulation (CRR). At structuring
level, it also incorporates mechanisms to protect
the senior tranche placed with investors, such

as the step-up call on year S, turbo amortisation,
interest rate hedging and limits on the renegotia-
tion of loan terms. All of the above contributes
to improving the Group’s funding capacity in the
markets.

We have also developed an ESG framework that
has enabled us to reach agreements with inter-
national institutions such as the European Invest-
ment Bank (EIB) to obtain funding by means of
lending under Green standards.

In addition to securitisations, we have developed
an active policy for the use of collateral in funding
through repos on our own bond issues, and have
therefore maintained contact with entities other
than shareholders.

We regularly use the income generated by the
business firstly to fund new business activity and
subsequently use any surplus liquidity to reduce
our exposure to shareholders’ credit lines, while
ensuring balanced compliance with prudential
obligations.

Bank of Spain Circular 1/2022 came into force in
2022. This applies a specific regulation with re-
gard to liquidity for EFCs:

- Liquidity Coverage Ratio (LCR): a regulatory me-
tric aimed at promoting the short-term resilience
of the company’s risk profile, ensuring the avai-
lability of liquid assets to withstand a significant
stress scenario (idiosyncratic and market stress)
for 30 calendar days. The regulatory requirement
for this indicator stands at 100% and will have to
be met every day of the year.

« Net Stable Funding Ratio (NSFR): a regulatory
metric which requires the maintenance of a sta-
ble funding profile in relation to the composition
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of the company’s assets and off-balance activi-
ties. It is defined as the ratio between the amount
of stable funding available and the stable funding
required. The regulatory requirement of this in-
dicator stands at 100% and will have to be met
every day of the year.

We have funding lines with the shareholders
(Santander and BNP Paribas), which are re-
viewed at least once a year and at the same time
with both shareholders in order to adapt them to
the needs of the business within the company’s
liquidity structure and policy. For assets which
are not refinanced by means of securitisations
placed on the market, we manage refinancing
through the aforementioned funding lines. The
branches in Portugal and Greece are funded di-
rectly through their parent company in Spain.

3.4.2 Core metrics

The amount drawn down from the funding lines
was 8.01% in 2022 (8.73% in 2021), exceeding
the target set in the strategic plan to gradually in-
crease autonomy in terms of funding.

As at 31 December 2022, the LCR ratio stood
at 130.857% and the NSFR ratio at 271.867, both
above the regulatory threshold.

UCI

3.5 Market risk

3.5.1 Market risk management

The exposure to market risk is determined by the
existence of “foreclosed assets” on the institu-
tion’s balance sheet and the price fluctuations
associated with those assets.

We keep any self-subscribed and retained bonds
on the balance sheet to maturity. Market price
fluctuations do not therefore imply the existence
of any market risk.

The hedging derivatives are treated as cash flow
hedging instruments whose purpose is to hedge
the liability against interest rate changes. They
are within the regulatory limits for them to be
treated as hedging instruments.

The price changes of these instruments in the
market do not therefore have any market risk as
they are classified as a “Held-to-maturity invest-
ment portfolio”.

3.5.2 Core metrics

The marketing of foreclosed assets continues to
produce positive results. In 2022, 1450 sales of
foreclosed assets were made. Our stock of fore-
closed assets therefore stands at 3.28% (3.65%
in 2021).

The coverage ratio of the foreclosed assets stood
at 27.22% (22.8% if we include leased foreclo-
sed assets) at the 2022 year-end, against 28.9%
(25.1% if we include leased foreclosed assets) at
the 2021 year-end.
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3.6 Operational risk
3.6.1 Operational risk management

The objective of operational risk control and ma-
nagement is focused on the identification, me-
asurement, assessment, control and mitigation
and reporting of this risk. Operational risk inclu-
des ICT risk, compliance and conduct risk and
model risk.

The priority is to identify and eliminate pockets
of risk, irrespective of whether or not losses have
been incurred. Measurement also contributes to
the establishment of priorities in operational risk
management. Operational risk is inherent in all
products, activities, processes and systems, and
is generated in all business and support areas. For
this reason, all employees are responsible for ma-
naging and controlling the operational risks gene-
rated in their area of activity.

We apply the Standard Method (SM) for the mi-
nimum capital requirement statements, establi-
shing the mechanisms necessary to comply with
the requirements specified in the Bank of Spain’s
“Guide for applying the SM in the determination
of equity for operational risk”.

As far as operational risk is concerned, the orga-
nisational model adopted by the UCI Group, ba-
sed on the three lines of defence, identifies the
following independent pillars or levels of respon-
sibility:

« Business and support functions. They are res-
ponsible for identifying, assessing, managing,
controlling and reporting on the operational risks
of their activity.

« Operational risk function. This function is res-
ponsible for defining the methodology and solu-
tions to identify, measure, control and correctly
manage the Group’s operational risk and, in ad-
dition, control its correct deployment. It helps

the business and support functions, and conso-
lidates information on the operational risks of the
whole Group for reporting to senior management
and the risk management committees involved.

« Internal audit function. In relation to operatio-
nal risk, this is the area responsible for reviewing
compliance with the established operational risk
identification, measurement, control and mana-
gement model.

The operational risk function analyses, reports
and advises the business and support functions
on the best way to assess operational risk. Its
day-to-day management is the responsibility of
the company’s different areas and departments,
which have lines of communication with the ope-
rational risk function and work alongside it to ob-
tain information and implement actions, where
appropriate, to manage the risk. The interaction
between the operational risk function and the
other areas and departments is defined by the
person in charge.
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3.6.2 Core metrics

In the year 2022, the company verified opera-
tional risk incidents which amounted to €0.43

UCI

million, compared to €0.81 million in 2021. These
incidents are broken down as follows:
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Aside from the above information, institutions
that apply the Basic Indicator Approach will be
required to record any operational risk losses of
more than one million euros or 0.57% of their equi-
ty, indicating among other things the type of ope-
rational risk event.

The UCI Group did not identify any specific ope-
rational risk events of more than one million eu-
ros or 0.5% of its equity in the year 2022.

The capital requirements in relation to operational
risk amounted to €17.51 million at the year-end.
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3.7 Reputational risk

3.71 Reputational risk management

We see reputational risk as the risk arising from
all the perceptions and opinions that the diffe-
rent stakeholders have about the company. It is
associated with changes in the perception of the
Group or its brands on the part of stakeholders,
where an action, event or situation could have a
negative or positive impact on the reputation of
the organisation.

The reputational risk management model is ba-
sed on a predominantly preventive approach, but
also on crisis management processes. Risk ma-
nagement thus encompasses both business and
support activities.

Reputational risk management is carried out con-
sidering two fundamental variables: corporate re-
putation and the specific reputational risks that
affect the company’s operations. Accordingly, the
reputational risks arising from external and opera-
tional factors and from compliance and conduct
issues are considered, as well as ICT risks.

This risk is particularly linked to the compliance
function, given the strong reputational impact of
potential penalties, economic or otherwise, or of
being subject to other types of disciplinary mea-
sures by supervisory bodies. It also includes con-
duct risk, which aims to measure and manage the
risks of harm that may be caused to stakeholders
and market integrity. It is in turn closely linked to
the risk of money laundering and terrorist finan-
cing risk, the risk of any economic, administrative
or even criminal damage from using a financial
system for money laundering activities, or the fi-
nancing of criminal organisations, including those
linked to terrorism.

In the risk management process, if the risks have
negative economic impacts, the objective will be
to reduce any associated costs; if they are seen

as opportunities, the objective will be to increase
the investment associated with the risk.

3.7.2 Core metrics

The core metrics for this risk show a high degree
of customer satisfaction. The eKomi certification,
based on a unique platform where consumers
share real shopping experiences, yielded a sco-
re of 9.8 out of 10 at the year-end. The Google
My Business tool provided by Google to help bu-
sinesses manage their online presence scored
4.8 out of S with around 1000 reviews. Moreover,
UCI’'s monitoring of the media indicates that 967%
of the comments made on different social ne-
tworks were positive.

Lastly, our materiality matrix, the aim of which
is to identify and prioritise the key issues for the
company from the point of view of the business
and its stakeholders, shows that there is a high
degree of alighment between delivery of stake-
holder expectations and the material issues esta-
blished for the year 2022.
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3.8 Strategic risk

3.8.1 Strategic risk management

Strategic risk is defined as the loss or damage
resulting from strategic decisions (or poor imple-
mentation thereof) that affect the long-term in-
terests of our key stakeholders, or the inability to
adapt to a changing environment.

The company’s business model is a key compo-
nent of strategic risk. Potential current and future
impacts on results or on capital may arise from
adverse business decisions, a mistaken applica-
tion of strategic decisions or from the inability to
respond to a changing environment.

Strategic risk management cuts across the who-
le company and stems from other risks which
may be non-strategic in origin but could still have
a significant impact on the company’s business
model and strategy.

The analysis of strategic risk is divided into three
individual risks:

- Business model risk: this is the risk associated
with the company’s business model. Among
others, it includes the risk growing obsolete, be-
coming irrelevant and/or losing value to generate
the desired results.

- Strategy design risk: this is the risk associated
with the strategy reflected in the Group’s long-
term strategic plan (including the risk that the
plan itself is inadequate), or the assumptions
made therein, which could result in a failure to
achieve the expected results.

- Strategy execution risk: this is the risk associa-
ted with the implementation of the three-year fi-
nancial plan, including the potential impacts due
to both internal and external factors, the possible

UCI

lack of responsiveness to changes in the busi-
ness environment and the risks associated with
corporate development operations.

Strategic risk will be analysed by considering the
correct definition of the business plan and strate-
gy, together with their transposition into the iden-
tification of strategic priorities and lines. This risk
is associated with the selection of the projects
to be developed in order to achieve the strategic
goals set and deployed in the functional plans.

The evaluation of the efficiency and efficacy of
each of the activities in the process, as well as
their degree of communication, will help deter-
mine the company’s exposure to strategic risk.

3.8.2 Core metrics

The company ended the year 2022 with a net
loss following the implementation of measures
and policies to enable a gradual increase in the
regular income generated through its main busi-
ness, with the aim of improving its future profi-
tability and solvency. These measures took the
form of a plan for the reduction of unproductive
assets and, specifically, the sale of the NPA por-
tfolio. This sale resulted in losses of €55 million.

Moreover, the front book RoE, for which a mi-
himum tolerance of 9.5% has been set, stood
at 11.70% in the year 2022, consolidating the
positive trend of the UCI Group’s overall ac-
tivity.
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3.9 ESGrisk
3.9.1 ESG risk management

Based on the EBA discussion paper on the ma-
nagement and supervision of ESG risks (EBA/
DP/2020/03), the ESG risks have been identi-
fied, evaluated and managed in adaptation to the
expectation of review and evaluation by the com-
petent authorities.

Environmental (E)

The E for Environmental refers to the effect that
our activity has on the environment, either direct-
ly or indirectly.

Climate change risks can be divided into two
main categories: those resulting from physical
impacts and those resulting from the transition to
a low-carbon economy.

« Transition risks

The commitments made by the signatories to
the Paris Agreement, and the consequent transi-
tion to a low-carbon production system, implies a
drastic transformation of the global economy by
means of major changes to legislation, the mar-
ket and technology.

One of the company’s priorities is to promote the
transition to a more equitable, inclusive and sus-
tainable future for all. At a time of technological
and social transformation, diversity and inclusion
are essential if companies are to be able to create
value for their stakeholders and society as a who-
le.

« Physical risks

The physical risks of climate change are defined
as those resulting from the increasing severi-
ty and frequency of extreme weather events or
gradual and long-term changes in the Earth’s cli-

mate. These risks may directly affect companies
through damage to assets or infrastructures or
indirectly through a change in their operations or
the non-viability of their activities.

Social (S)

The S for Social takes into account the reper-
cussions that the activities carried out by the
company have in the community and among its
stakeholders.

Corporate governance (G)

The G for Governance refers to the company’s
corporate governance, the composition of the
Board of Directors and the transparency policies
or codes of conduct implemented.

3.9.2 Core metrics
« Environmental

As far as transition risk is concerned, we have in-
tegrated sustainability and responsibility into our
commitment to stakeholders, offering innovative
solutions that are in line with the needs of our
customers and contribute to social wellbeing and
environmental care.

We support the climate change goals set by the
Paris Agreement. Our ambition is to achieve net
zero emissions by 2050 and we are working to
set our first low-carbon goals. Our aim is to su-
pport our customers in the green transition and
to contribute to the Paris goals through the deve-
lopment of a full range of green and sustainable
financing.
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The methodology used is based on the physical
risk measurement model adopted by a renow-
ned valuation company, which has assessed the
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The overall physical risk asso-
ciated with each province, ba-
sed on aggregation of the spe-
cific physical risks, is shown on
the following map:
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« Social

With the aim of contributing to the improvement
of certain social aspects and mitigating the UCI
Group’s social risk, the company’s Equality Plan
has been reviewed and adapted to the new ru-
les established by the Government through Royal
Decree 901/2020. The Plan sets out measures
and actions to guarantee equality through speci-
fic management bodies, promoting the protec-
tion and effective application of the principle of
gender equality, preventing sexual and sex-based
harassment, ensuring that all of our team mana-
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physical risks of 36,304 assets held as collateral
(33% of the total).
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gers are aligned with the equality philosophy and
principles, promoting a culture of awareness and
the presence of women in all positions and at all
levels where they are underrepresented, espe-
cially in positions of responsibility.

The UCI Group monitors all aspects relating to
investment in the community and relations with
employees and customers.
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« Corporate governance

In the course of the last year, corporate governan-
ce risk management has focused on the imple-
mentation of action plans in line with the project
developed by a consulting firm on the basis of
an exhaustive analysis of the internal control fra-
mework that will strengthen the company’s go-
vernance framework.

In this regard, mention should be made of the
creation and updating of a framework of policies
and procedures, as well as its associated gover-
nance framework, which is in line with current
regulations and best market practices.
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INDEPENDENT AUDITOR’S REPORT ON THE CONSOLIDATED ANNUAL ACCOUNTS

(Translation of a report and consolidated annual accounts originally issued in Spanish and prepared in accordance
with Spanish generally accepted accounting principles. In the event of a discrepancy, the Spanish-language version
prevails)

To the shareholders of U.C.I., S.A.:
Report on the consolidated annual accounts
Opinion

We have audited the consolidated annual accounts of U.C.l.,, S.A. (the Parent company) and its
subsidiaries, (the Group), which comprise the consolidated balance sheet at 31 December 2022, the
consolidated income statement, the consolidated statement of comprehensive income, the consolidated
statement of changes in equity, the consolidated statement of cash flows and the consolidated notes to
the consolidated annual accounts for the year then ended.

In our opinion, the accompanying consolidated annual accounts present, in all material respects, a true
and fair view of the consolidated equity and the consolidated financial position of the Group at 31
December 2022, and of the consolidated results of its operations and consolidated cash flows for the
year then ended, in accordance with the applicable financial reporting framework (identified in note 2.1
to the consolidated financial statements) and, in particular, with the accounting principles and criteria
contained therein.

Basis for opinion

We conducted our audit in accordance with the current Spanish standards for auditing accounts. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the consolidated annual accounts section of our report.

We are independent of the Group in accordance with the ethical requirements, including those relating
to independence, that are applicable to our audit of the consolidated annual accounts in Spain, as
required by the regulations governing the auditing of accounts. In this regard, we have not provided any
services different to the audit of accounts and no situations or circumstances have arisen that, based on
the aforementioned regulations, might have affected the required independence in such a way that it
could have been compromised.

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

Key audit matters

The key audit matters are those that, in our professional judgement, were of most significance in our
audit of the consolidated annual accounts of the current period. These matters were addressed in the
context of our audit of the consolidated annual accounts as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

Miembro de Grant Thornton International Ltd
Barcelona - Bilbao - Castellon - Las Palmas de Gran Canaria Madrid - Malaga - Murcia - Pamplona - Valencia - Vigo - Zaragoza
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Estimation of impairment of financial assets at amortized cost - loans and advances to - customers,
determined on a collective basis

The Group periodically evaluates the estimate of credit risk losses on the loans and advances to
customers portfolio calculated collectively, using the models for calculating impairment by expected loss
established in Circular 4/2019, of November 26, to financial credit institutions, which takes as a
reference the accounting regulations of credit institutions, either setting criteria similar to those of the
latter, or referring directly to the rules of Bank of Spain Circular 4/2017, to credit institutions, and its
subsequent amendments. This estimate has become increasingly complex in the context of the current
uncertain macroeconomic environment.

The internal models and methodologies for calculating credit impairment determined collectively,
incorporate a high component of judgment for the estimation of impairment losses, considering aspects
such as:

e The determination of the main assumptions used in the calculation of the probability of default (PD -
Probability of Default) and loss given default (LGD - Loss Given Default) parameters of the
recalibrated expected loss models, including forward looking models.

e The identification and staging criteria for financial assets at amortized cost - loans and advances to
customers.

e The incorporation of qualitative adjustments in the calculation of provisions due to judgmental or
economic factors, such as internal rating policies or economic expectations, among others.

e The realizable value of collateral associated with the credit operations granted.

These estimates involve a high degree of judgment on the part of Management and are subject to a
high degree of uncertainty, and are therefore one of the most significant and complex estimates in the
preparation of the accompanying consolidated financial statements as of December 31, 2022, which is
why it has been considered one of the most relevant aspects of our audit. See notes 11.g, 13 and 17 to
the accompanying consolidated financial statements as of December 31, 2022.

We have carried out, with the collaboration of our credit risk experts, an understanding of the process of
estimating the impairment of financial assets at amortized cost - loans and advances to customers
carried out by management, on the collectively estimated provisions.

Regarding internal control, we have carried out an understanding and testing of controls of the main
phases of the estimation process, paying particular attention to the processes of determining the main
assumptions used in the calculation of the expected loss, periodic monitoring of risks, as well as the
management and valuation of guarantees associated with credit operations.
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Additionally, we have performed detailed tests consisting of:

o Selective tests to verify the quality of the data, by checking with supporting documentation the
information contained in the systems and which serves as the basis for the classification of the
transactions and the corresponding impairment, if any.

e Verification of a sample of credit risk files whose coverages are estimated collectively in order to
evaluate their adequate classification, the identification of refinancing and their cures.

e Selective checks for the main models, with respect to: i) calculation and segmentation methods; ii)
methodology for estimating expected loss parameters, iii) data used and main estimates employed,
iv) loan classification criteria by phase and v) information regarding scenarios, their assumptions
and sensitivities.

e Re-execution of the calculation of collective provisions according to the parameters obtained from
the expected loss models.

We have also verified that the accompanying notes to the consolidated financial statements include the
disclosures required by the applicable financial reporting regulatory framework.

Information technology systems

The Group's financial information is highly dependent on information technology (IT) systems, so that
adequate control over them is relevant to ensure the correct processing of the information, which is why
it has been considered one of the most relevant aspects of our audit.

Likewise, as systems become more complex, the risks on the organization's information systems and,
therefore, on the information they process, increase.

In this context, it is critical to evaluate aspects such as the organization of the Technology and
Operations Area, controls over the maintenance and development of applications, physical and logical
security and the operation of the systems.

With the collaboration of our IT systems specialists, our work consisted of evaluating and verifying the
internal control environment in relation to the main systems, databases and applications that support the
core business activity with an impact on the Group's financial information.

Basically, our work consisted of the analysis of:
- The internal controls established by the Group in the acquisition, development and maintenance of
technology with the objective of minimizing the risk of modifications or new undue functionalities to

programs in production.

- The control procedures implemented by the Group in the area of security management of the
technological infrastructure and applications.

- The procedures defined by the Group in the management of incidents in technology and information
systems.
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Other information: Consolidated directors’ report

Other information comprises exclusively the consolidated directors’ report for the 2022 financial year.
The directors of the Parent company are responsible for preparing this report, which does not form an
integral part of the consolidated annual accounts.

Our audit opinion on the consolidated annual accounts does not cover the consolidated directors’ report.
In accordance with the regulations governing the auditing of accounts, our responsibility regarding the
consolidated directors’ report, includes:

a) Verifying only that the statement of non-financial information has been provided in the manner
provided for in the applicable regulations and, if not, to report on it.

b) Evaluating and reporting on the consistency of the rest of the information included in the
consolidated director’s report with the annual accounts, based on the knowledge of the Group
obtained during our audit of those accounts, as well as evaluating and reporting on whether the
content and presentation of this part of the consolidated director’s report meet the requirements of
the applicable regulations. If, as a result of our work, we conclude that there are material
misstatements, we are required to report that fact.

Based on the work performed, as described above, we have verified that the information mentioned in
section a) above has been provided in the manner required by applicable legislation and that the rest of
the information contained in the consolidated directors’ report is consistent with that disclosed in the
annual accounts for the year 2022 and its content and presentation meet the requirements of the
applicable regulations.

Responsibility of the directors and the audit committee for the consolidated annual accounts

The directors of the Parent company are responsible for the preparation of the accompanying
consolidated annual accounts, so that they show a true and fair view of the equity, the consolidated
financial position and the consolidated results of the Group, in accordance with the regulatory financial
reporting framework applicable to the Group in Spain, and such internal control as they determine is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated annual accounts, the directors of the Parent company are responsible for
assessing the Group’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless the directors of the Parent
Company either intend to liquidate the Group or to cease operations, or has no realistic alternative but
to do so.

Auditor’s responsibilities for the audit of the consolidated annual accounts

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

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

As part of an audit in accordance with current Spanish regulations for auditing accounts, we exercise
professional judgement and maintain professional scepticism throughout the audit. We also:

o |dentify and assess the risks of material misstatement in the consolidated annual accounts, whether
due to fraud or error, design and perform audit procedures to respond to those risks and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting



o GrantThornton

a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

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

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

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

e Evaluate the overall presentation, structure and content of the consolidated annual accounts,
including the disclosures, and whether the consolidated annual accounts represent the underlying
transactions and events in a manner that achieves a true and fair view.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated annual accounts. We
are responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with the audit committee of the Parent company regarding, among other matters, the
planned scope and timing of the audit and the significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide the audit committee of the Parent company with a statement that we have complied
with relevant ethical requirements, including those relating to independence, and have communicated
with the audit committee those matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

From the matters communicated to the audit committee of the Parent company, we determine those
matters that were of most significance in the audit of the consolidated annual accounts of the current
period and are, therefore, the key audit matters.

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

Grant Thornton, S.L.P. Sociedad Unipersonal
ROAC n° S0231

Alvaro Fernandez Fernandez
ROAC n°® 22.876

May 26, 2023
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In fiscal year 2022, the UCI Group applied
the financial reporting framework establi-
shed by the International Financial Reporting
Standards adopted by the EU. In fiscal year
2020, Union de Créditos Inmobiliarios EFC,
like the rest of the Spanish Financial Cre-
dit Establishments, started to apply Bank of
Spain Circular 4/2019, which includes the
same accounting criteria that Spanish credit
institutions have been applying since 2018, in
application of Circular 4/2017, which trans-
ferred to Spain the European accounting
framework made up of the International Fi-
nancial Reporting Standards adopted in the
European Union (IFRS-EU).

1. Economic Environment

The year 2022 was marked by the gradual
health and social normalization following the
Covid-19 crisis. The world economy experien-
ced according to the IMF a growth of +2.9% in
2022, half of the growth experienced in 2021,
but this came to compensate for the strong
decrease of 4.4% experienced in 2020. Ave-
rage economic growth in 2022 is in line with
the five-year pre-covid-19 average of 3.0%.
The eurozone grew by 1.9% according to Eu-
rostat estimates, lower than the 4.8% in 2021,
but more dynamic than the 1.0% in 2021.

In the markets where UCI operates, the trend
has been similar: growth lower than 2021,
but in line with or above the pre-2020 trend.
With growth of 2.7% and 3.1%, Spain and Por-
tugal led EMU growth, exceeding in 2022 the
levels of activity achieved in 2019. Greece
was already in this situation since the end
of 2021, although its growth in 2022 was
weaker (+1.4%).

The biggest macro-economic threat, which
was already present at the end of 2021, was
the Eurozone consumer price index, which
went from being negative in 2020 to an in-
crease of 5.0% at the end of 2021 and to 9.2%
in December 2022. The restrictions genera-
ted by the Covid-19 health crisis had weake-
ned the supply networks of the globalized
economy, causing a spike in inflation. The in-
vasion of Ukraine in February 2022, with its
upward impact on commodity and agricultu-
ral prices, reinforced inflationary pressure.

The Spanish CPI, which was higher than that
of the EMU as a whole in 2021 (+6.6%) fell
back slightly in 2022, remaining below the
average (+5.5%), like that of Greece, unlike
that of the large Eurozone economies (Ger-
many, France and Italy).

This inflationary pressure on the core of the
Eurozone, equally present in the other Wes-
tern economies (USA, UK, even Japan), has
resulted in a generalization of more restric-
tive monetary policies worldwide: Euro in-
terest rates have undergone a spectacular
rise: the 12-month Euribor, the main variable
reference for the Spanish mortgage market,
still negative in March 2022, ended the year
at 3.018%.

The Spanish residential real estate market
instead maintained during 2022 the dyna-
mism of 2021: prices grew by 3.2% up to Q4
2022 according to MITMA’s DG Housing in-
dex, consolidating the 4.47% rise of 2021.

In terms of volume, the real estate market re-
tained its upward trend, with sales 7% higher
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than the 2021 level by units, and 26% compa-
red to 2019.

2. Commercial Activity Loans to Cus-
tomers

The 2022 fiscal year confirmed the trend
towards greater social normality in the coun-
tries in which UCI operates. The Group has
constantly sought to adapt its working en-
vironment as best as possible to these suc-
cessive developments, while maintaining
the well-being and satisfaction of its emplo-
yees as a priority: UCI confirmed for the third
consecutive year in 2022 the valuable Great
Place to Work certification, first obtained in
June 2020, with levels of adherence even
higher than those of the two previous years.
The high levels of service quality perceived
by our customers were also maintained, re-
sulting in ratings of over 9.5 out of 10 on Eko-
mi and over 4.5 out of S on Google.

The financial environment was marked by
the continuous rise in interest rates throu-
ghout the year. This process in fact divided
the activity into two periods, on the one hand
until the end of the summer, and on the other
hand the last four months of the year.

During the first eight months of 2022, com-
mercial activity showed strong dynamism:
the 656 million loans formalized in the pe-
riod represented an increase of 15% over
the equivalent period in 2021, both in Spain
(+10%) and in Portugal (+34%). The rise in me-
dium- and long-term interest rates forced an
upward revision of pricing, which resultedin a
slowdown in loan originations: the 183 million
signed in the last four months of the year re-

UCI

presented a decline of 43% compared to the
last four months of 2021.

The Group’s cumulative production of new
loans in 2022 finally amounted to €839 mi-
llion, 14% lower than the €892 million forma-
lized in 2021. 201 million, Portugal grew by
9%, while Spain, with 637 million, experien-
ced a decline of 10%.

The strategic axes of UCI's commercial offe-
ring in Spain have been maintained in 2022,
with the emphasis on the strategy of respon-
sible lending and sustainability, which in fi-
hancial terms has found its translation in the
high weight of fixed or mixed rate production
with a first long fixed rate period: 807%, after
the 79% and 817% levels of 2021 and 2020.

In both Spain and Portugal, the proportion of
financial consultants in commercial activity
has remained in the majority: 73% in 2020,
83% in 2021 and 91% in 2022 (90% in Spain
and 95% in Portugal).

In Greece, whose loan portfolio was assig-
ned in 2018 to the Spanish parent company
Unidn de Créditos Inmobiliarios, SA, EFC, it is
managed by the Group company UCI Hellas
LMS, a wholly owned subsidiary of UCI SA,
with an asset manager’s license granted by
the Bank of Greece.

The outstanding portfolio managed by the
UCI Group stood at the end of 2022 at
€10,236 million, €433 million (-4.1%) lower
than the level at the end of 2021.

Spain’s portfolio at the end of 2022 stood
at 8,838 million, down by 434 million (-4.1%)
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compared to the balance sheet at the end of
2021. This decline is due to two causes. On
the one hand, the write-down of the portfolio;
on the other hand, a sale of a fraction of the
non-performing loan portfolio, amounting to
€189 million.

The portfolio in Portugal, 1,223 million, increa-
sed by +2.3% and the UCI portfolio in Greece,
managed by UCI Hellas LMS, whose balance
is structurally decreasing, as there is no new
production, with 176 million decreased by
-1.5%.

3. Gross Margin

The gross margin earned by the Group du-
ring the 2022 financial year stood at €137.7
million, representing a decline of 7.9% (-11.8
million) compared to 2021.

The main component of the decline was the
different dynamics between the review of
the variable interest rates of the loan portfolio
and the variable refinancing This time lag be-
tween the evolution of monetary interest ra-
tes, the basis for the refinancing of the Com-
pany’s variable-rate portfolio, and the review
of the variable-rate loans in the portfolio, re-
duced the financial margin by approximately
12 million with respect to 2021.

The UCI Group continued to finance its activi-
ty through its securitization program in Spain
and Portugal. In Spain, Unién de Créditos In-
mobiliarios, EFC assigned loans to the Prado
X'securitization fund in March for S65 million,
and in Portugal, the branch of this company
assigned 325 million to the RMBS Belém 2
fund. These two transactions generated a

cash-in of S10 million euros, which does not
include the 374 million euros in securitization
bonds that Unién de Créditos Inmobiliarios,
SA, EFC has subscribed with these funds to
be used as collateral for repo transactions.
To conclude this section, as planned, at the
end of the fifth year since the issue, Union de
Créditos Inmobiliarios, SA, EFC exercised the
clean-up call on the Prado IV securitization
fund, which represented a disbursement of
170 million euros.

The two Investment Grade ratings that Union
de Créditos Inmobiliario, SA, EFC has with
the rating agencies Fitch and DBRS have
enabled it to carry out repo transactions (re-
purchase agreements), with counterparties
outside the shareholder groups, using as co-
llateral securitization bonds backed by loans
from this company for an amount of nearly
535S million euros at the end of 2022.

In 2023, the Group plans to continue to de-
velop its financing autonomy under condi-
tions that will enable it to maintain the com-
petitiveness of its commercial offering, both
in Spain and in Portugal.

4. General cost

General expenses, excluding fees paid to in-
termediaries, amounted to €52.6 million in
2022, an increase of €3.0 million (+6.0%).
The two main reasons for the increase were
fees paid to external advisors as part of the
Group’s adaptation to the changing regula-
tory environment (+1.4 million) and real es-
tate expenses generated by the relocation of
its Madrid headquarters (+0.7 million).
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This cyclical increase in expenses, and the
reduction in the financial margin, resulting
from the lag between the interest rate review
of the loan portfolio and the portfolio that
refinances it, in an environment of rapidly ri-
sing interest rates, led to an efficiency ratio of
38.6% in 2022, after the level of 34.5% rea-
ched in 2021.

The company’s average headcount stood at
660 employees in 2022, representing an in-
crease of 8 employees compared to the ave-
rage for 2021.

S. Defaults and Hedging

In 2020, Bank of Spain Circular 4/2019
came into force for Financial Credit Establi-
shments, which transferred the European ac-
counting framework for financial institutions
to Spanish FCEs: International Financial Re-
porting Standards adopted in the European
Union (IFRS-EU). In 2021, following the cri-
teria of its regulator, the Group proceeded
to a change of accounting criteria. The 2022
financial year was developed for the Group in
continuity with the accounting criteria intro-
duced in 2021, with some minor adjustments
reflecting a more prudent interpretation of
the regulations in accounting for credit risk.

The outbreak of the Covid-19 pandemic
in 2020 and its permanence in 2021 have
meant, in the three countries in which the
Group has a loan portfolio, the application
of public, sectoral and private moratoriums,
which Unién de Créditos Inmobiliarios, EFC
has formalized with its customers, according
to the criteria established by the competent
authorities of the respective countries.

UCI

As regards the loan portfolio, the Group’s
doubtful balance, including non-performing
loans and subjective doubtful loans, was es-
tablished at the end of the 2022 financial
year at €1,375 million, (13.42% of the total
balance), down by €332 million compared to
€1,707 million at the end of 2021 (16.0% of
the balance). This sharp decline has affected
all three countries: -2.3 million euros in Por-
tugal, -9.2 million euros in Greece, the most
relevant part being the -320 million reduc-
tion in Spain.

The decline in Spain is reflected in the two
components of the doubtful balance. On
the one hand, a natural decrease in the sub-
jective doubtful balance by 275 million, as
a result of the Group’s management of its
portfolio subject to restructuring in Spain.
On the other hand, a decrease of 54 million
euros in non-performing loans in Spain. The
main source of this decrease was the sale
to institutional investors of a portion of the
non-performing loans portfolio, amounting to
189 miillion euros, in December. The entry of
new loans in the non-performing loans balan-
ce, amounting to 135 million, was generated
by a technical effect (change in the counting
of the terms generating the non-performing
loans, which occurred in May), the applica-
tion of more demanding criteria for the re-
newal of restructurings, and in the last mon-
ths of the year, the impact of a less favorable
macro-economic environment, as a result of
the rise in inflation and interest rates.

The determination of loan loss provisions
has been carried out by applying the internal
model, adjusted to IFRS 9. However, in appli-
cation of the principle of valuation prudence,
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UCI opted in 2021, having maintained this
criterion in 2022, to establish the provisions
of its loan portfolio classified as subjective
doubtful based on the so-called ‘alternative
solution’ of Circular 4/2019.

Loan loss provisions for the entire loan por-
tfolio amounted to EUR 281 million at the
end of the 2022 financial year, a reduction of
EUR 81 million compared to 2021 levels. The
reduction in the stock of provisions is essen-
tially due to the significant reduction in the
non-performing loan portfolio over the cour-
se of the year.

Foreclosed assets sales have maintained
strong activity for the fourth consecutive
year, generating a positive impact (7.9 M€ in
2022, to be compared with 8.1 M€ in 2021
and 7.3 M€ in 2020) on the income state-
ment for the year, as a result of the high levels
of provisions for these assets, and the good
performance of the real estate market.

Overall, the cost of risk for 2022 amounted
to €129 M, compared to €38 M in 2021, of
which €55 M came from the sale to institu-
tional investors of a fraction of the doubtful
portfolio.

The coverage ratio for non-performing expo-
sures fell from 18.5% to 17.8%. This slight de-
crease is due to the higher coverage ratio of
the portfolio sold during the year to institutio-
nal investors (35.3%), which corresponded to
older non-performing loans. In the absence
of this assignment, the coverage rate of the
doubtful balance would have stood at 19.47%.
Within this population, the coverage of the

portfolio with payment delays of 90 days or
more on the Group’s balance sheet has ex-
perienced a notable reduction, from 29.6% to
24.7%.

The Group’s transitional properties, classified
as available-for-sale assets, stood at €182.3
million net book value at the end of 2022,
down sharply from €225.2 million at the end
of 2021. This decline is the result of good re-
sults in the marketing of foreclosed proper-
ties, both for sale and lease.

With a net balance of its transitional proper-
ties at minimum levels, €1.8 M, Portugal’s
transitional property stock is down 45% com-
pared to 2021, in line with the trend of recent
years. In Greece, the transitional property
portfolio has remained at very low levels:
€0.8 million.

In 2022, the UCI Group plans to maintain
its responsible collection strategy, compa-
tible with a clear focus on the reduction of
non-performing assets, and to consolidate
the good results in terms of volume and eco-
nomic impact of the real estate marketing
activity.

6. Consolidated Results

The UCI Group recognized a negative result of
€55.0 million, compared to a profit of €34.4
million in 2021. This result is essentially the
result of the sale to institutional investments
of a fraction of the non-performing loan port-
folio, with a negative impact of €55.1 million;
without this exceptional event, the result for
the year would have been positive by €0.1
million.
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7. Risks and uncertainties

Regarding the main risks and uncertainties,
we note the following:

« Credit risk: due to the nature of the UCI
Group’s retail business and the large disper-
sion derived from it, the risks arising from the
credit balance and the real estate portfolio
do not present significant concentrations in
relation to the Group’s level of shareholders’
equity.

» Market risk: the Company is subject to the
situation of the financial, mortgage and real
estate markets in the countries in which it
operates, inflationary pressures:

« have animpact on the monetary policy
of central banks, particularly the ECB,

+ lead to interest rate hikes which do
not usually have a simultaneous impact
on the average rates of the Company’s
assets and liabilities, although they are
expected to converge once the current
cycle of increases has stabilized.

« The impact of interest rate hikes on
the budgets of some of the Company’s
clients may create tensions, although
it is expected to be limited, due to the
strategy followed in past years of priori-
ty marketing of loans at fixed and mixed
interest rates, with a long initial period
at fixed rates, and the greater weight in
the Company’s variable rate portfolio
of loans at an advanced stage of repay-
ment, with the consequent reduction of
the impact of the rise in interest rates.

UCI

« Operating risk: In fiscal year 2022 there
were no operating risk incidents with a signi-
ficant impact. Operating risks are essentially
included within the risk systems of Unién de
Créditos Inmobiliarios, SA, EFC, as they have
the same facilities, the same computer ser-
vers and the same levels of access and secu-
rity to the systems. Within the framework of
UCI Group’s equity management, operatio-
nal risk had a consumption of €18.5 million in
2022. The equivalent figure was 19.3 million
in 2021.

« Litigation risk: during the 2022 financial
year, the UCI Group continued to manage le-
gal proceedings for clause nullity claims, the
most relevant reasons being the formaliza-
tion costs, the arrangement fee and the por-
tfolio referenced to the IRPH benchmark. In
relation to the first two grounds, the CJEU is
pending a decision on the preliminary ques-
tion raised by the Supreme Court on the sta-
tute of limitations of the action for the refund
of formalization expenses. With regard to
the IRPH, it is worth highlighting the favora-
ble pronouncements that have been made
in 2022 by both the Supreme Court and the
CJEU.

During 2022 the average payment period to
UCI’s suppliers was 15 days, within the legally
established period of 60 days. Given the ac-
tivity to which the Group is dedicated, there
are no relevant issues of an environmental
nature.

No investments in research and development
have been recorded during the year, although
the Group continues to develop computer
systems within the framework of innovation
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plans, which for prudence reasons have been
recorded under general expenses.

There were no acquisitions of treasury stock
during the 2022 financial year.

8. Equity and Solvency Ratios

RDL 309/2020 of February 11, 2020, esta-
blished that, in general, the prudential re-
gulations for credit institutions, in particular
Regulation S75/2013 of the European Union
(CRR), would apply to financial credit institu-
tions. This regulation therefore came into for-
ce for the Company and for the UCI Group on
July 1, 2020 with a first solvency statement,
adjusted to this new regulation, correspon-
ding to December 31, 2020.

In application of this regulation, in January
2022, Union de Créditos Inmobiliarios, SA,
EFC and the UCI Group have seen their
own funds requirements revised upwards, in
application of Pillar 2 communicated by their
regulator, the Bank of Spain, by incorporating
a P2R of 2%, as well as an additional P2G. In
December 2022, Unién de Créditos Inmo-
biliarios, SA, EFC and the UCI Group were
informed that the P2R level would become
1.75% as of January 1, 2023.

Following the Pillar 2 communication recei-
ved from its supervisor in January 2022, UCI,
SA proceeded to issue new shares in the
amount of €100 million on March 3, 2022, to
issue new subordinated debt in the amount
of €45 million on March 24, and to issue con-
tingent convertible bonds for €22 million on
May 30.

At the end of 2022, the Group was in com-
pliance with the requirements to which it was
subject: with a solvency ratio of 14.62%, S7
million euros above the minimum to which it
is subject at the end of 2022. One year ear-
lier, the ratio was 10.57%, and the Group ex-
ceeded the minimum of 10.50% to which it
was then subject by 4.1 million euros.

Tier 1 book equity stood at 602 million at
the end of 2022, i.e. 11.71% of the Group’s
risk-weighted assets. This level includes 104
million of contingently convertible bonds. In
addition, the UCI Group had 150 million euros
of Tier2 capital, representing 2.907% of weigh-
ted assets.

The Company’s solvency ratios, which as of
June 2022 were already comfortably above
the minimum requirements, including the
aforementioned Pillar 2, are a direct conse-
quence of the amount and speed of the ca-
pitalization of UCI, SA by its shareholders,
a speed which in turn implicitly reflects the
commitment of UCI, SA’s shareholder groups
to the solvency of the UCI Group and its main
company, Union de Créditos Inmobiliarios,
SA EFC.

9. Group's expected evolution

The health and economic context resulting
from the pandemic caused by Covid-19 inte-
rrupted the dynamism that the economies of
the Iberian Peninsula had been experiencing
since 2015. However, UCI overcame this en-
vironment, with the results of its commercial
activity continuing to progress, while the re-
ception by the markets of the operations of
the Securitization Funds, originated with co-
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llateral from loans assigned by the Company,
continued to be very well received. On a qua-
litative level, the Euronext Lisbon award for
the best operation in 2020 in the Sustaina-
ble Finance category, and the achievement in
2020 and confirmation in 2021 and 2022 of
the Great Place to Work certification, under-
lined UCI’s ability to adapt to the new envi-
ronment.

The framework in which the UCI Group ope-
rates, particularly correlated with the evolu-
tion of the real estate market, has not been
significantly affected by the pandemic; on
the contrary, it has evolved favorably.

Inflationary pressures have shaped the eco-
nomic environment in which UCI operates in
2022, affecting interest rates and its custo-
mers’ budgets. The UCI Group will continue
to prudently manage its business, maintai-
ning a sustainable and responsible mana-
gement model, focused on meeting the real
needs of its customers, and on quality and
transparency in all processes.

In terms of products, in addition to mortgage
financing to individuals, the priority will be the
development of financial solutions for the re-
habilitation and improvement of the energy
efficiency of individual homes and homeow-
ners’ associations, in line with the priorities of
the EU and Spain in its 2030 agenda, making
all this compatible with an adequate mana-
gement of margins, and continuing to deve-
lop autonomy in refinancing.

In portfolio management, customer satisfac-
tion, cross-selling, efficiency in the responsi-
ble recovery of transactions with defaults or

UCI

with difficulties in meeting their loan repay-
ments, compatible with a clear focus on the
reduction of doubtful assets, the profitable
divestment of foreclosed assets and cost
control, will continue to be priorities.

UCI will continue to develop in 2023 its re-
financing policy on the markets, through the
contribution of loans from its portfolio to Se-
curitization Funds issued with the collateral
of these guarantees, as well as through other
sources of financing compatible with the sta-
tus of Financial Credit Establishment of its
main subsidiary and accessible thanks to the
two ‘Investment Grade’ ratings obtained in
2018 and 2019 with the agencies DBRS and
Fitch respectively.

10. Non-Financial Reporting
Statement

By virtue of Law 1172018, of 28 December
of non-financial information and diversity,
UCI Group has elaborated the consolidated
non-financial reporting statement related to
2022, which is included as a separate docu-
ment attached to the consolidated directors’
report of 2022, as established on article 44 of
the Commercial Code.
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INDEPENDENT AUDITOR’S REPORT ON THE CONSOLIDATED ANNUAL ACCOUNTS

(Translation of a report and consolidated annual accounts originally issued in Spanish and prepared in accordance
with Spanish generally accepted accounting principles. In the event of a discrepancy, the Spanish-language version
prevails)

To the shareholders of U.C.I., S.A.:
Report on the consolidated annual accounts
Opinion

We have audited the consolidated annual accounts of U.C.l.,, S.A. (the Parent company) and its
subsidiaries, (the Group), which comprise the consolidated balance sheet at 31 December 2022, the
consolidated income statement, the consolidated statement of comprehensive income, the consolidated
statement of changes in equity, the consolidated statement of cash flows and the consolidated notes to
the consolidated annual accounts for the year then ended.

In our opinion, the accompanying consolidated annual accounts present, in all material respects, a true
and fair view of the consolidated equity and the consolidated financial position of the Group at 31
December 2022, and of the consolidated results of its operations and consolidated cash flows for the
year then ended, in accordance with the applicable financial reporting framework (identified in note 2.1
to the consolidated financial statements) and, in particular, with the accounting principles and criteria
contained therein.

Basis for opinion

We conducted our audit in accordance with the current Spanish standards for auditing accounts. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the consolidated annual accounts section of our report.

We are independent of the Group in accordance with the ethical requirements, including those relating
to independence, that are applicable to our audit of the consolidated annual accounts in Spain, as
required by the regulations governing the auditing of accounts. In this regard, we have not provided any
services different to the audit of accounts and no situations or circumstances have arisen that, based on
the aforementioned regulations, might have affected the required independence in such a way that it
could have been compromised.

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

Key audit matters

The key audit matters are those that, in our professional judgement, were of most significance in our
audit of the consolidated annual accounts of the current period. These matters were addressed in the
context of our audit of the consolidated annual accounts as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.

Miembro de Grant Thornton International Ltd
Barcelona - Bilbao - Castellon - Las Palmas de Gran Canaria Madrid - Malaga - Murcia - Pamplona - Valencia - Vigo - Zaragoza
Grant Thornton, S.L.P. (Sociedad Unipersonal) Paseo de la Castellana, 81, 112 - 28046 Madrid, CIF B-08914830, inscrita en el RM de Madrid, T. 36.652, F. 159, H. M-657.409, inscripcién 36° y en el ROAC n° $0231
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Estimation of impairment of financial assets at amortized cost - loans and advances to - customers,
determined on a collective basis

The Group periodically evaluates the estimate of credit risk losses on the loans and advances to
customers portfolio calculated collectively, using the models for calculating impairment by expected loss
established in Circular 4/2019, of November 26, to financial credit institutions, which takes as a
reference the accounting regulations of credit institutions, either setting criteria similar to those of the
latter, or referring directly to the rules of Bank of Spain Circular 4/2017, to credit institutions, and its
subsequent amendments. This estimate has become increasingly complex in the context of the current
uncertain macroeconomic environment.

The internal models and methodologies for calculating credit impairment determined collectively,
incorporate a high component of judgment for the estimation of impairment losses, considering aspects
such as:

e The determination of the main assumptions used in the calculation of the probability of default (PD -
Probability of Default) and loss given default (LGD - Loss Given Default) parameters of the
recalibrated expected loss models, including forward looking models.

e The identification and staging criteria for financial assets at amortized cost - loans and advances to
customers.

e The incorporation of qualitative adjustments in the calculation of provisions due to judgmental or
economic factors, such as internal rating policies or economic expectations, among others.

e The realizable value of collateral associated with the credit operations granted.

These estimates involve a high degree of judgment on the part of Management and are subject to a
high degree of uncertainty, and are therefore one of the most significant and complex estimates in the
preparation of the accompanying consolidated financial statements as of December 31, 2022, which is
why it has been considered one of the most relevant aspects of our audit. See notes 11.g, 13 and 17 to
the accompanying consolidated financial statements as of December 31, 2022.

We have carried out, with the collaboration of our credit risk experts, an understanding of the process of
estimating the impairment of financial assets at amortized cost - loans and advances to customers
carried out by management, on the collectively estimated provisions.

Regarding internal control, we have carried out an understanding and testing of controls of the main
phases of the estimation process, paying particular attention to the processes of determining the main
assumptions used in the calculation of the expected loss, periodic monitoring of risks, as well as the
management and valuation of guarantees associated with credit operations.
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Additionally, we have performed detailed tests consisting of:

o Selective tests to verify the quality of the data, by checking with supporting documentation the
information contained in the systems and which serves as the basis for the classification of the
transactions and the corresponding impairment, if any.

e Verification of a sample of credit risk files whose coverages are estimated collectively in order to
evaluate their adequate classification, the identification of refinancing and their cures.

e Selective checks for the main models, with respect to: i) calculation and segmentation methods; ii)
methodology for estimating expected loss parameters, iii) data used and main estimates employed,
iv) loan classification criteria by phase and v) information regarding scenarios, their assumptions
and sensitivities.

e Re-execution of the calculation of collective provisions according to the parameters obtained from
the expected loss models.

We have also verified that the accompanying notes to the consolidated financial statements include the
disclosures required by the applicable financial reporting regulatory framework.

Information technology systems

The Group's financial information is highly dependent on information technology (IT) systems, so that
adequate control over them is relevant to ensure the correct processing of the information, which is why
it has been considered one of the most relevant aspects of our audit.

Likewise, as systems become more complex, the risks on the organization's information systems and,
therefore, on the information they process, increase.

In this context, it is critical to evaluate aspects such as the organization of the Technology and
Operations Area, controls over the maintenance and development of applications, physical and logical
security and the operation of the systems.

With the collaboration of our IT systems specialists, our work consisted of evaluating and verifying the
internal control environment in relation to the main systems, databases and applications that support the
core business activity with an impact on the Group's financial information.

Basically, our work consisted of the analysis of:
- The internal controls established by the Group in the acquisition, development and maintenance of
technology with the objective of minimizing the risk of modifications or new undue functionalities to

programs in production.

- The control procedures implemented by the Group in the area of security management of the
technological infrastructure and applications.

- The procedures defined by the Group in the management of incidents in technology and information
systems.
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Other information: Consolidated directors’ report

Other information comprises exclusively the consolidated directors’ report for the 2022 financial year.
The directors of the Parent company are responsible for preparing this report, which does not form an
integral part of the consolidated annual accounts.

Our audit opinion on the consolidated annual accounts does not cover the consolidated directors’ report.
In accordance with the regulations governing the auditing of accounts, our responsibility regarding the
consolidated directors’ report, includes:

a) Verifying only that the statement of non-financial information has been provided in the manner
provided for in the applicable regulations and, if not, to report on it.

b) Evaluating and reporting on the consistency of the rest of the information included in the
consolidated director’s report with the annual accounts, based on the knowledge of the Group
obtained during our audit of those accounts, as well as evaluating and reporting on whether the
content and presentation of this part of the consolidated director’s report meet the requirements of
the applicable regulations. If, as a result of our work, we conclude that there are material
misstatements, we are required to report that fact.

Based on the work performed, as described above, we have verified that the information mentioned in
section a) above has been provided in the manner required by applicable legislation and that the rest of
the information contained in the consolidated directors’ report is consistent with that disclosed in the
annual accounts for the year 2022 and its content and presentation meet the requirements of the
applicable regulations.

Responsibility of the directors and the audit committee for the consolidated annual accounts

The directors of the Parent company are responsible for the preparation of the accompanying
consolidated annual accounts, so that they show a true and fair view of the equity, the consolidated
financial position and the consolidated results of the Group, in accordance with the regulatory financial
reporting framework applicable to the Group in Spain, and such internal control as they determine is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated annual accounts, the directors of the Parent company are responsible for
assessing the Group’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless the directors of the Parent
Company either intend to liquidate the Group or to cease operations, or has no realistic alternative but
to do so.

Auditor’s responsibilities for the audit of the consolidated annual accounts

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

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

As part of an audit in accordance with current Spanish regulations for auditing accounts, we exercise
professional judgement and maintain professional scepticism throughout the audit. We also:

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

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

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

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

e Evaluate the overall presentation, structure and content of the consolidated annual accounts,
including the disclosures, and whether the consolidated annual accounts represent the underlying
transactions and events in a manner that achieves a true and fair view.

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated annual accounts. We
are responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion.

We communicate with the audit committee of the Parent company regarding, among other matters, the
planned scope and timing of the audit and the significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide the audit committee of the Parent company with a statement that we have complied
with relevant ethical requirements, including those relating to independence, and have communicated
with the audit committee those matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

From the matters communicated to the audit committee of the Parent company, we determine those
matters that were of most significance in the audit of the consolidated annual accounts of the current
period and are, therefore, the key audit matters.

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

Grant Thornton, S.L.P. Sociedad Unipersonal
ROAC n° S0231

Alvaro Fernandez Fernandez
ROAC n°® 22.876

May 26, 2023
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CONSOLIDATED BALANCE SHEETS ON 31 DECEMBER 2022 (Expressed in
thousands of euros) (Expressed in thousands of Euros)

ASSETS Note 2022 2021 (%) LIABILITIES AND EQUITY  Note 2022 2021 (*)
Cash, cash balances
in central Banks and 16 272,076 263,386 Fma_ncml liabilities held for 129,707 29,168
other on-demand trading
deposits
Cash 3 3 Derivatives 24 129,707 29,168
Other on-demand 272073 263383  Short positions . .
deposits
Deposits - -
Fmanmgl assets held 128,429 24,750
for trading
Financial liabilities desig- ) )
Trading derivatives 24 128,429 24,750  nated at fair value through
profit and loss
Einancial liabilities at amor- 23 10337121 10,625,929
tised cost
Financial assets not
held for trading com-
pulsorily measured - - Deposits 7410,846 7,461,168
ar fair value profit
and loss
Equity instruments - - g:jﬁ;s'ts of credit institu- 7410,846 7461168
Debt securities - - Debt securities 2924192 3,160,805
Loans and advances - - Other financial liabilities 2,084 3,956
Financial assets
designated at fair ] ) ) Derlvajtlves - hedge ac- 25 1,608 19,475
value through profit counting
and loss
Equity instruments - -
Debt securities - - Provisions 26 16,532 14,414
Pensions and other
Loans and advances - - post-employment defined - -
benefit obligations
Financial assets de-
signated at fair value ) _ Other non-current remune- _ )
through other global rations to employees
results:
Procedural matters and
Debt securities - - litigations for outstanding - -
taxes
- - Commitments and guaran-
Loans and advances 16,532 14,414

tees granted
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ASSETS Note 2022 2021 (%) LIABILITIES AND EQUITY  Note 2022 2021 (¥)
Financial assetsat 17 19185847 10,367,855 Tax liabilities 21 122767 2,649
amortized cost

Debt securities 146,116 - Current tax liabilities 2,027 1,418
Loans and advances 10,039,731 10,367,855 Deferred tax liabilities 120,741 1,230
Hedging derivatives 25 405,405 25 Other liabilities 22 24,815 27,499

Changes in the fair
value of hedged ele- Liabilities included in dispo-
ments of a portfolio - - sable groups of elements - -
with hedge of the classified as held for sale
interest rate risk
Investments in join
ventures and asso- . . TOTAL LIABILITIES 10,632,550 10,719,134
. EQUITY
ciates
Property, plantand 19 134508 128,809  Equity 29 507484 422,371
equipment
Tangible assets 7,858 8,186 Capital 153,803 114,137
Property invest-
ments 126,650 120,623 Paid 153,803 14137
Share premium 151,215 43,882
Equity instruments issued ) )
Intangible assets 20 2,454 21 other than capital
Goodwill - - Other equity elements - -
Other intangible 2,454 2777 Accumulated gains 257477 234,864
assets
Other reserves - -
Tax assets 21 86,710 92,645  Profit/(loss) for the period (55,011) 29,488
Current tax assets 3,792 4594 Minus: Interim dividends - -
Deferred tax assets 82,916 88,051
Other global accumulated 280,386 (14.007)
results
Other assets 23,272 23,147 Elemen.tf. th?t will not be - -
reclassified in results
Insurance agree-
ments linked to . . Elements that could be 280386  (14,007)
. reclassified in results
pensions
| . Hedging of net investments
nventories - - . . - -
in businesses abroad
Other assets 22 23,272 23,147 Currency exchange - -
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ASSETS

2022

2021 (*)

Note

LIABILITIES AND EQUITY  Note 2022 2021(%)

Non-current assets 18 181.716 224,102 Hedging derivatives. Cash 28 280,386 (14,007)
held for sale flow hedge reserve
Changes in the fair value of
debt instruments measured ) )
at fair value through other
global results
TOTAL EQUITY 787,870 408,364
TOTAL EQUITY AND
TOTAL ASSETS 11,420,420 11,127,498 LIABILITIES 1,420,420 11,127,498
Memorandum item 32 41.506 33.267
Contingent risks 39.462 30.884
Contingent ) )
commitments
Other granted 2043 2383

commitments

(*) Presented solely and exclusively for comparison purposes.
The accompanying Notes Tto 36 are an integral part of the consolidated balance sheet on 31 December 2022.
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CONSOLIDATED PROFIT AND LOSS ACCOUNTS CORRESPONDING TO YEAR
ENDED ON 31 DECEMBER 2022 (Expressed in thousands of Euros)

Note 2022 2021(*)
Income from interests 33 222,384 188,893
Financial assets at amortised cost 189,480 171,090
Derivatives - hedge accounting, interest rate risk 32,830 17,516
Other assets 74 287
Expenses from interests) 34 (97,077) (51,129)
INTEREST MARGIN 125,307 137,764
Income from dividends - -
Income from commissions 10,064 12,567
(Expenses for commissions) (5,261) (6,101)
Profit or (-) loss when writin g off financial assets and liabilities not measured at fair value ) )
through profit and loss, net
Financial liabilities at amortised cost 832 -
Profit or (-) loss for financial assets and liabilities held for trading, net 1,999 (474)
Profit or (-) loss for financial assets and liabilities held for negotiation, net - -
Profit or (-) loss for financial assets not held for trading compulsorily measured at fair value
through profit and loss, net 1,764 )
Profit or (-) loss for financial assets and liabilities designated at fair value through profit and ) )
loss, net
Profit or (-) loss for financial assets and liabilities not held for trading, net - -
Profit or (-) loss resulting from hedge accounting, net - -
Exchange differences [profit or (-) loss], net - -
Other operating income 2,966 5,768
Other operating expenses -
GROSS MARGIN 137,671 149,524
Administration expenses (85182)  (79,267)
Personnel costs 35 (34,215)  (33,948)
Other general administration expenses 36 (50,967)  (45,319)
Amottisation (5,974) (6,923)
Provisions or (-) reversal of provisions (5138) (732)
Lmzizzns?;fﬁra(r;zrﬁ)\;irsal of the impairment of financial assets not measured at fair value (92.492) (4.404)
Financial assets at amortised cost (92,492)  (4,404)
Financial assets at fair value through other global results -
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Note 2022 2021(*)
RESULTS FROM THE OPERATING ACTIVITY (51,15) 67,006
Impairment or (-) reversal of the impairment of non-financial assets 299 (1,830)
Property, plant and equipment - -
Property investments 299 (1,830)
Intangible assets - :
Others - -
Share of profit or (-) loss on investments in subsidiaries, joint ventures and associates ac- ) .
counted for using the equity method
Profit or (-) loss when writing off non-financial assets, net - -
et o o et ot dmposable goups o emerts o g (i) (12500
RESULT BEFORE TAX (54,928) 51,860
E:Goz:it:;ac()jg-g)ingresos por impuestos sobre las ganancias de los resultados de las actividades 31 83 (22.372)
RESULT FROM THE YEAR FROM CONTINUING OPERATIONS (55,0m) 29,488
Profits (losses) after tax from discontinued activities - -
RESULTS FROM THE YEAR (55,0m) 29,488

(*) Presented solely and exclusively for comparison purposes.

The accompanying Notes Tto 36 are an integral part of the consolidated balance sheet on 31 December 2022.
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY CORRESPONDING TO
YEAR ENDED ON DECEMBER 31, 2022 (Expressed in thousands of Euros)

A) CONSOLIDATED STATEMENTS OF RECOGNISED INCOME AND EXPENSES CORRESPONDING
TO YEARS ENDED ON 31 DECEMBER 2022

2022 2021(*) (*)
RESULTS FROM THE PERIOD (55,011) 29,488
OTHER GLOBAL RESULTS 294,393 61,436
ELEMENTS THAT WILL NOT BE RECLASSIFIED IN RESULTS - -
Actuarial profits (losses) in defined benefit pension plans - -

Non-current assets and disposable groups of elements held for sale - -

Changes in the fair value of equity instruments measured at fair value through other global
results, net

Profits (losses) of hedge accounting of equity instruments at fair value through other global
results, net

Changes in the fair value of financial liabilities at fair value through profit and loss attributable
to changes in the credit risk

Other valuation adjustments - -

Income Tax related to elements that will not be reclassified - -
ELEMENTS THAT COULD BE RECLASSIFIED IN RESULTS 294,393 61,436

Hedging of net investments in businesses abroad (effective portion) - -

Currency exchange - -
Cash flow hedges (effective portion) 420,562 85,611
Profits (losses) registered in equity 420,562 85,661

Transferred to results - -

Transferred to the initial carrying amount of hedged elements - -

Other reclassifications - -

Debt instruments at fair value through other global results - -

Profits (losses) registered in equity - -

Transferred to results - -

Other reclassifications - -

Non-current assets and disposable groups of elements held for sale - -

Other recognised income and expenses - -
Income Tax related to elements that could be reclassified in results (126,169) (24,175)

TOTAL RECOGNISED INCOME AND EXPENSES 239,382 90,924

(*) Presented solely and exclusively for comparison purposes.
The accompanying Notes 1to 36 are an integral part of the consolidated balance sheet at 31
December 2022.
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY CORRESPONDING TO
YEAR ENDED AT DECEMBER 31, 2022 (Expressed in thousands of Euros)

B) CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY CORRESPOODING TO YEARS ENDED
31 DECEMBER 2022

Accumu-
lated other TOTAL

EQUITY

1. Closing balance
at (31/12/2021)

Common

stock

14,137

Share

premium

43,882

Reserves

234,864

Profit/

(loss) for
the period

29,488

Total
equity

422,371

global
result

(14,007)

EQUITY

408,364

Effects from error
correction

Effects from chan-
ges in accounting
policies

2. Adjusted ope-
ning balance

114,137

43,882

234,864

29,488

422,371

(14,007)

408,364

3. Total recogni-
sed income and
expenses

(50,011)

(50,011)

294,393

239,382

4. Other varia-
tions in equity

39,666

107,333

22,613

(29,488

140,124

140,124

4.1 Capital increa-
ses

39,666

107,333

146,999

146,999

4.2 Capital de-
creases

4.3 Conversion of
financial liabilities
in capital

4.4 Increase
of other equity
instruments

4.5 Reclassifica-
tion from financial
liabilities to other
equity instru-
ments
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4.6 Reclassifica-
tion from other
equity instru-
ments to financial
liabilities

Common
stock

Share
premium

REEIES

EQUITY

Other
equity ins-
truments

Minus:
Treasury
shares

Accumu-
lated other
global
result

Profit/ Minus:
(loss) for interim
the period dividend

UCI

TOTAL
EQUITY

4.7 Distribution of
dividends

4.8 Operations
with equity instru-
ments (net)

4.9 Transfers
between equity
items

29,488

(29,488) - - -

4.10 Increases
(reductions) for
business combi-
nations

4.11 Payments
with equity instru-
ments

412 Other increa-
ses (reductions)
of equity

(6,875)

- - (6,875) -

(6,875)

4.13 Exchange
differences

S. Closing
balance at
(31/12/2022)

153,803

151,215

257477

(55,011) - 507,484 280,386

787,870
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY CORRESPONDING TO
YEARS ENDED ON DECEMBER 31, 2021 (Expressed in thousands of Euros)

Accumu-
lated other
global
result

EQUITY

Profit/ Minus:

i LAl (loss) e Total
interim

Share Other equity Treasury for the equity

IO remium e instruments
stock P shares : dividend
period

1. Closing balance at

(31/12/2020) 98,019 - 269,541 - - (30,522) - 337,038 (75,443) 261,595

Effects from error
correction

Effects from chan-
ges in accounting - - - - - - - - - -
policies

2. Adjusted opening

98,019 - 269,541 - - (30,522) - 337,038 (75,443) 261,595
balance

3. Total recogni-
sed income and - - - - - 29,488 - 29,488 61,436 90,924
expenses

4. Other variations

. . 16,118 43,882 (34,677) - - 30,522 - 55,845 - 55,845
in equity

4. Capital increases 16,118 43,882 - - - - - 60,000 - 60,000

4.2 Capital decrea-
ses

4.3 Conversion of
financial liabilities in - - - - - - - _ _ _
capital

4.4 Increase of other
equity instruments

4.5 Reclassification
from financial liabi-

lities to other equity
instruments

4.6 Reclassification
from other equity
instruments to finan-
cial liabilities

4.7 Distribution of
dividends
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Accumu-
lated other
global
result

EQUITY

. Profit/ :
T':glarl]suusr' (loss) mm liefz]
Y forthe equity

shares : dividend
period

Share R Other equity
: eserves .
premium instruments

4.8 Operations with
equity instruments - - - - - - - - - R
(net)

4.9 Transfers be-

tween equity items ) . (30.522) - - 30,522 - - . ;

4.10 Increases
(reductions) for busi- - - - - - - - - - -
ness combinations

4.11 Payments with
equity instruments

4.12 Other increa-
ses (reductions) of -
equity

(4,155) - - - - (4,155) - (4155)

4.13 Exchange diffe-
rences

S. Closing balance

at (31/12/2022) 14,137 43,882 234,864 - - 29,488 - 422371 (14,007) 408,364

(*) Presented solely and exclusively for comparison purposes.
The accompanying Notes 1to 36 are an integral part of the consolidated balance sheet at 31 December 2022.
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UCI

CONSOLIDATED STATEMENTS OF CASH FLOWS CORRESPONDING TO YEARS
ENDED ON 31 DECEMBER 2022 (Expressed in thousands of Euros)

2022 2021(*)

A. CASH FLOWS FROM OPERATING ACTIVITIES (288,044) (182,673)
Profit or loss for the period (55,011) 29,488
Adjustments to profit or loss to obtain cash flows from operating activities (25,056) (33,721)
Depreciation and amortisation 5,974 6,923
Other adjustments (31,030) (40,644)
Net increase/decrease in operating assets (149,049) (94,842)

Financial assets held for trading - -

Financial assets designated at fair value through profit or los - -

Financial assets held for sale - -

Financial assets at amortised cost (149,173) (90,264)
Other assets (124) (4,578)
Aumento/disminucién neto de los pasivos de explotacion (357,025) (83,598)
Pasivos financieros mantenidos para negociar - -
Pasivos financieros a coste amortizado (354,405) (67292)
Otros pasivos de explotacion (2,620) (12,340)
Collections/payments for income tax (3,966)
B. CASH FLOWS FROM INVESTING ACTIVITIES (91,128) 77,982
Payments (3,778) (3.164)
Tangible assets (2,082) (2,131)
Intangible assets (1,696) (1,033)

Participations - -

Non-current assets held for sale and associated liabilities - -

Charges 94,906 81,146
Tangible assets 11,408 8,401
Non-current assets held for sale and associated liabilities 83,498 72,745
C. CASH FLOWS FROM FINANCING ACTIVITIES 205,606 53,883
Payments (6,991) (6,117)
Payment for dividends and other remuneration of liabilities (6,991) (6,117)
Charges 212,597 60,000
subordinated liabilities 43,597 -
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2022 2021(*)
Issuance of equity instruments 147,000 60,000
Other charges related to financing activities 22,000 -
D. EFFECT OF EXCHANGE RATE CHANGES - -
NET INCREASE/DECREASE IN CASH OR CASH EQUIVALENTS (A+B+C+D) 8,690 (50,808)
CASH OR CASH EQUIVALENTS AT BEGINNING OF THE PERIOD 263,386 314,194
CASH OR CASH EQUIVALENTS AT END OF THE PERIOD 272,076 263,386
MEMORANDUM ITEM: - -
COMPONENTS OF CASH OR CASH EQUIVALENTS AT END OF THE PERIOD - -
Cash 3 3
Balance of cash equivalent in central banks - -
Other on-demand deposits 272,073 263,383
Total cash or cash equivalents at end of the period 272,076 263,386

(*) Presented solely and exclusively for comparison purposes.
The accompanying Notes 1to 36 are an integral part of the consolidated balance sheet at 31 December 2022.
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1. Activity of the entity

UCI, S.A. is the Parent of a Group of Inves-
tees comprising UCI, S.A. and its Investees
(hereinafter the UCI Group). UCI, S.A. was
incorporated for an indefinite period of time
in 1988 and has been registered in the Mer-
cantile Register since that year. Its registered
office and tax domicile is at calle Retama n®
3 in Madrid, and it is registered in the Madrid
Mercantile Register in volume 4075, folio
169, section 8, page number M-67799, 29th
entry.

The Group’s main activity is the granting of
mortgage loans. Its corporate purpose also
allows it to carry out the activities of a Credit
Financial Institution through the subsidiary
Unidn de Créditos Inmobiliarios S.A., E.F.C.

During 1999 and 2004, the Group opened a
Branch in Portugal and Greece respectively
to distribute mortgage loans to individuals.
The Greek production was paralysed in the
last quarter of 2011, and the branch was clo-
sed in the first quarter of 2019, reallocating
assets to the parent company. The remaining
activity is performed on the national territory.

The Parent Company is obliged to prepare,
in addition to its own individual annual ac-
counts, which are also subject to manda-
tory audit, consolidated annual accounts for
the Group, including, where applicable, the
corresponding interests in Subsidiaries. The
individual annual accounts have been prepa-
red as of 28 March 2023 and are expected
to be approved unchanged by the Sharehol-
ders. The individual and consolidated finan-
cial statements for 2022 were authorised for
issue on 30 March 2022 and approved by the
shareholders at the Annual General Meeting

on 6 May 2022. The Entities comprising the
Group are engaged in credit financing activi-
ties.

On December 31, 2022 and 2021, total as-
sets, net equity and results for the year of
the Subsidiary UNION DE CREDITOS INMO-
BILIARIOS S.A. E.F.C. represent almost all of
the same concepts within the Group.

Summarised below are the individual balan-
ce sheet, the individual income statement,
the individual statement of recognised in-
come and expenses, individual statement
of changes in net equity and individual cash-
flow statement for the aforementioned Sub-
sidiary, corresponding to the financial years
ended on December 31, 2022 and 2021, pre-
pared in accordance with the same accoun-
ting principles and rules and valuation criteria
applied to these consolidated financial state-
ments for the Group:
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Balance sheets on 31 December 2022 and 2021 (Expressed in thousands of Eu-

ros)
EQUITY AND
ASSETS Note 2022 2021 LIABILITIES Note 2022 2021
Cash, cash balances in Financial liabilities
central Banks and other 16 68,003 110,447 . 17,939 20,806
. held for trading
on-demand deposits
Cash 2 2 Derivatives 24 17,939 20,806
Other on-demand deposits 68,001 110,445 Short positions - -
Deposits - -
Fma'nclal assets held for 5.871 5.954
trading
Financial liabilities
Trading derivatives 24 587 5954  designatedatfair : .
value through profit
and loss
Equity instruments - - Deposits - -
Debs securities - - 'Is'sued debt secu- - -
rities
Loans and advances - - 'Oth'e'r financial - -
liabilities
Financ;ial liabilities at 23 9.914.772 10,742,708
amortized cost
Financial assets not held
for trading compulsorily 24 132121 313,648 Deposits 9,912,733 10,738,913
measured ar fair value
profit and loss
Deposits of central ) )
bank
Deposits of credit 6,989,437 7269197
institutions
Equity instruments - - Deposit of clients 2,923,296 3,469,716
Debt securities - - Debt securities - -
Loans and advances 132121 313,648 ﬁ’;g:’ financial liabi- 2,039 3795
Financial assets designa- Derivatives — hedge
ted at fair value through - - . 8 25 117,639 19,475
t accounting
profit and loss
Equity instruments - -
Debt securities - - Provisions 26 16,247 1,746
Pensions and other
) ) post-employment ) )
Loans and advances defined benefit obli-
gations
Economic & Financial Report 237



UCI

ASSETS

Note

2022

EQUITY AND

LIABILITIES

Financial assets designa-
ted at fair value through
other global results:

Other non-current
remunerations to
employees

Equity instruments

Procedural maters
and litigations for
outstanding taxe.

Debt securities

Commitments and

guarantees granted
Loans and advances - ) Other provisions 16,247 1,746
Financial assets atamorti- 17 19 753761 10,438,662 Tax liabilities 21 121,739 2,221
zed cost
Debt securities 146,116 - Current tax liabilities 1,446 1,06
Loans and advances 10,107,645 10,438,662 Deferred tax liabilities 120,293 (S
Hedging derivatives 25 401,942 25 Other liabilities 22 31,285 31,746
Changes in the fair value Liabilities included
of hedged elements of a ) ) in disposable groups _ )
portfolio with hedge of the of elements classi-
interest rate risk field as held for sale
Investments in join ventu- - - TOTAL LIABILITIES
res and associates EQUITY 10,219,621 10,828,702
Property, plantandequi- 19 131507 125807  Equity 29 747495 478,291
pament
Tangible assets 7079 7947 Capital 85,534 52,534
Property investments
Of which: Assigned in ope- 124,128 117,860 Paid 85,534 52,534
rating lease
Share premium 414,746 125,746
Equity instruments
Intangible assets 20 2,074 2,464 issued other tan - -
capital
Goodwill . ) Other equity ele- ) )
ments
Other intangible assets 2,074 2,464 Accumulated gains - -
Otras reserves 300,0M 265,623
Tax assets 21 59825 63421 :;‘:if;tcl/('°s) for the (52,796) 34,388
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EQUITY AND
ASSETS Note 2022 2021 LIABILITIES Note 2022 2021
Current tax assets 18 18 Minus: interim divi- - -
dends
Deferred tax assets 50807 63403  Otherglobalaccumu- 279,346 (12,837)
lated results
Elements that will
Other assets 22 22,095 24,227 not be reclassified in - - -
results
Insurance agreements Elements that could
X sre - - be reclassifield in - 279,346 (12,837)
linked to pensions
results
Hedging of net inves-
Inventories - - tements in busines- - - -
ses abroad
Other assets 22,095 24,227 Currency exchange - -
i Hedging derivatives.
:iorns acll‘:rrem: assets held 18 169,583 209,501 Cash Flow hedge 28 279,_346 (12,?37)
reserve
Changes in the fair
value of debit ins-
TOTAL ASSETS 11,246,462 11,294,156 truments measured - - -
at fair value through
other global results
TOTAL EQUITY - 1,026,841 465,454
Pro-memory 41.506 33.267 TOTAL EQUITY AND
Contiguous risks 32 39.462 30.884 LIABILITIES 11,246,462 1,294,156
Contingent commitments 32 - -
Ohter granted 2043 2383

commitements
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Profit and los accounts corresponding to year ended at 31 December 2022 and

2021 (Expressed in thousands of Euros)

Note 2022 2021
Income from interests 33 219,035 189,851
Financial assets at amortized cost 185,681 172,132
Derivatives — hedge accounting, interest rate risk 32,830 17,516
Other assets 524 203
(Expenses from interests) 34 (99,225) | (52,736)
INTEREST MARGIN 119,810 137115
Income from dividends - -
Income from commissions 35 12,472 12,420
(Expenses for commissions) 36 (4,277) (5,652)
Profit or (-) loss when writing off financial assets and liabilities not measured at fair
value through profit and los, net. 832 i
Profit and (-) los for financial liabilties hel for trading, net. - (474)
Profit and (-) los for financial assets not held for trading compulsory measured at fair
value through profit and los, net. 1.764 (81)
Profit an (-) los resulting from hedge accounting, net 1,467 -
Other operating income 4,107 3,687
Other operating expenses - -
GROSS MARGIN 136,175 147,015
Administration expenses (82,988) | (80,567)
Personnel cost 37 (32,127) (31,860)
Other general administration expenses 38 (50,861) | (48,707)
Amortization 19,20 (5,763) (6,691)
Provisions or (-) reserval of provisions (8,388) (714)
i/r:ﬂ?':r?yi?‘tg zr p(;())frictazt:]r(\j/?cl) ;): the impairment of financial assets not measured at fair (92.427) 3780
Financial assets at amortized cost (92,427) 3780
RESULTS FROM THE OPERATING ACTIVITY (53,391) 62,823
Impairment or (-) reserval of the impairment of non-financial assets 19 262 (1,831)
Property, plant and equipment - -
Property investments 262 (1,831)
Intangible assets 5 :
Profito r (-) los when writing off non-financial assets, net - -
Profit or (-) los originated from non-current assets and disposable groups of elements 18 (789) (9.832)

classifield as held for sale not admisible as discontinued activities
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Note 2022 2021
RESULT BEFORE TAX (53,918) 51,160
(Expenses or (-) income for income tax from continuing activities) 31 1,122 (16,772)
RESULT FROM THE YEAR FROM CONTINUING OPERATIONS (52,796) 34,388
Profits (losses) after tax from discontinued activities - -
RESULT FROM THE YEAR (52,796) 34,388
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STATEMENTS OF RECOGNISED INCOME AND EXPENSES CORRESPONDING
TO YEAR ENDED ON 31 DECEMBER 2022 AND 2021 (Expressed in thousands of
Euros)

2022 2021

RESULTS FROM PERIOD (52,796) 34,388
OTHER GLOBAL RESULTS 292,183 61,098
ELEMENTS THAT WILL NOT BE RECLASSIFIED IN RESULTS - -

Actuarial profits (losses) in defined benefit pensién plans - -

Non-current assets and disposable groups of elements held for sale - -

Changes in the fair value of equity instruments measured at fair value through other
global result, net

Profits (losses) of hedge accounting of equity instruments at fair value through other
global results, net

Changes in the fair value of financial liabilities ar fair value through profit and los attri-
butable to changes in the credit risk

Other valuation adjustments - -

Income Tax related to elements that Will not be reclassified - -

ELEMENTS THAT COULD BE RECLASSIFIED IN RESULTS 292,183 61,098
Hedging of net investments in businesses abroad (effective portion) - -

Currency exchange - -
Cash Flow hedges (effective portion) 417404 87,283
Profits (losses) registered in equity 417,404 87283

Transferred to results - -

Transferred to the initial carrying amount of hedged elements - -

Other reclassifications - -

Debt instruments at fair value through other global results - -

Profits (losses) registered in equity - -

Transferred to results - -

Other reclassifications - -

Non-current assets and disposable groups of elements held for sale - -
Income Tax related to elements that could be reclassified in results (125,221) (26,185)
TOTAL RECOGNISED INCOME AND EXPENSES 239,387 95,486
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STATEMENT OF TOTAL CHANGES IN EQUITY FOR THE YEARS ENDED DECEM-
BER 31,2022 AND 2021 (Expressed in thousands of Euros)

Accumu-
lated other
global
result

EQUITY

Minus: : :
Common  Share O.t hgr Trea- FIOHEE .MmU.'S: Total
. Reserves equity ins- (loss) for  interim
stock  premium

truments oY the period dividend equity
shares

1. Closing balance at

(31/12/2021) (*) 52,534 125,746 265,623 - - 34,388 - 478,291 (12,837) 465,454

Effects from error
correction

Effects from changes
in accounting policies

2. Adjusted opening

52,534 125,746 265,623 - - 34,388 - 478,291 (12,837) 465,454
balance

3. Total recognised
income and expen- - - - - - (52,796) - (52,796) 292,183 239,387
ses

4. Other variations in

equity 33,000 289,000 34,388 - - (34,388) - 322,000 - 322,000

4.1 Capital increases 33,000 289,000 - - - - - 322,000 - 322,000

4.2 Capital decreases - - - - - - - - - -

4.3 Conversion of
financial liabilities in - - - - - - _ _ - _
capital

4.4 Increase of other
equity instruments

4.5 Reclassification
from financial liabi-

lities to other equity
instruments

4.6 Reclassification
from other equity
instruments to finan-
cial liabilities

4.7 Distribution of
dividends
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4.8 Operations with
equity instruments
(net)

Common
stock

Share
premium

EQUITY

Reserves equity ins-
truments

shares

(loss) for
the period

Minus:
interim
dividend

Total
equity

Accumu-
lated other
global
result

4.9 Transfers be-
tween equity items

34,388 -

(34,388)

4.10 Increases
(reductions) for busi-
ness combinations

4.11 Payments with
equity instruments

4.12 Other increases
(reductions) of equity

S. Closing balance at
(31/12/2022)

85,534 414,746 300,0M -

(52,796)

747,795

279,346

1,026,841
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2022 2021

A. CASH FLOWS FROM OPERATING ACTIVITIES (497,984) (182,897)
Profit or loss for the period (52,796) 34,388
Adjustments to profit or loss to obtain cash flows from operating activities 22.516 (7,950)
Depreciation and amortisation (5,763) 6,691
Other adjustments 28,278 (14,641)
Net increase/decrease in operating assets 363,560 270,737
Financial assets held for trading (83)
Financial assets designated at fair value through profit or los 181,527 51,822
Financial assets held for sale - -
Financial assets at amortised cost 179,986 218,915
Other assets 2,130
Aumento/disminucién neto de los pasivos de explotacién (831,264) (480,072)
Pasivos financieros mantenidos para negociar (2,867)
Pasivos financieros a coste amortizado (827,936) (496,794)
Otros pasivos de explotacion (461) (1,632)
Collections/payments for income tax -
B. CASH FLOWS FROM INVESTING ACTIVITIES 91,096 77,859
Payments (3,148) (2,669)
Tangible assets (1,653) (1,712)
Intangible assets (1,496) (957)
Participations -
Non-current assets held for sale and associated liabilities 94,244 80,528
Charges 10,747 8,221
Tangible assets - -
Non-current assets held for sale and associated liabilities 83,498 72,307
C. CASH FLOWS FROM FINANCING ACTIVITIES 322,000 60,000
Payments - -
Payment for dividends and other remuneration of liabilities - -
Charges
Issuance of own equity instruments 322,000 60,000
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2022 2021

D. EFFECT OF EXCHANGE RATE CHANGES - -
NET INCREASE/DECREASE IN CASH OR CASH EQUIVALENTS (A+B+-

Cc+D) (42,444) (45,038)
CASH OR CASH EQUIVALENTS AT BEGINNING OF THE PERIOD 110,488 155,486
CASH OR CASH EQUIVALENTS AT END OF THE PERIOD 68,003 110,488

MEMORANDUM ITEM: - -

COMPONENTS OF CASH OR CASH EQUIVALENTS AT END OF THE PERIOD - -

Cash 2 2

Balance of cash equivalent in central banks - -

Other on-demand deposits 68,001 110,448

Total cash or cash equivalents at end of the period 68,003 110,448
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2. Basis of the presentation of the
consolidated financial statement and

consolidated principles
2.1 Bases of presentation of the consolidated annual

accounts

On January 1, 2020, Circular 4/2019 of 26
November, of Bank of Spain, entered into for-
ce for financial credit establishments, public
and reserved financial reporting standards,
and models of financial statements. The refe-
rence taken by this Circular is the accounting
regulation for credit institutions, either esta-
blishing analogous criteria or directly referring
to standards of Circular 4/2017, of 27 Novem-
ber. Differences in the nature, scale and com-
plexity of the establishments’ activities with
regard to credit institutions are translated in
a simplified regime of requirements in the
financial statements. Such regulations inclu-
des requirements set in national accounting
regulations, together with International Fi-
nancial Reporting Standards adopted by the
European Union (IFRS-EU) and, in particular,
the criteria of the IFRS-EU 9, on financial ins-
truments, including the approach of expec-
ted losses to estimate credit risk hedges are
incorporated to the accounting regulations of
the financial credit establishments.

The abovementioned Circular constitutes
the adaptation to the sector of Spanish cre-
dit institutions of the International Financial
Reporting Standards, adopted by the Euro-
pean Union through Community Regulations,
according to Regulation 1606/2002 of the

European Parliament and the Council, of July
19, 2002, related to the application of Inter-
national Accounting Standards, to show the
true and fair view of the Entity’s equity and
financial position at December 31, 2020 and
the results of its operations, of recognised in-
come and expenses and of cash flows gene-
rated during the year therein ended.

Accordingly, the Group’s consolidated finan-
cial statements have been formulated by the
Directors following the accounting models
and criteria established in Circular 4/2019,
of 27 November, of Bank of Spain, to express
the true and fair view of the consolidated
equity and consolidated financial position at
December 31, 2022 and of consolidated re-
sults from the Group’s operations and chan-
ges in consolidated equity and cash flows
during the year therein ended.

The consolidated annual accounts for the
financial year 2022 have been prepared by
the Directors at the meeting of its Board of
Directors held on 28 March 2023. The con-
solidated annual accounts of the Group and
the annual accounts of the Group entities for
the financial year 2022 will be submitted for
approval by the General Meeting of Sharehol-
ders to be held after the date of preparation
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and during the first half of the financial year
2023. However, the Board of Directors of the
Parent Company of the Group considers that
these consolidated annual accounts will be
approved without changes.

The consolidated financial statements for
the financial year 2021 were prepared by the
Directors at the Board of Directors’ meeting
held on 30 March 2022 and approved by the
General Meeting of Shareholders held on 6
May 2022.

Accordingly, the financial reporting fra-
mework applicable to the Group and used in
the preparation of these consolidated finan-
cial statements is that set out in:

1. The Commercial Code and other commer-
cial legislation.

2. The mandatory rules approved by the Spa-
nish Accounting and Auditing Institute (Insti-
tuto de Contabilidad y Auditoria de Cuentas)
and other commercial legislation.

3. Las normas de obligado cumplimiento
aprobadas por el Instituto de Contabilidad y
Auditoria de Cuentas y en la restante legisla-
cion mercantil.

4. All other applicable accounting regulations.

The Group’s financial statements have been
prepared on the basis of the Group’s accoun-
ting records, taking into account all accoun-
ting policies and rules and measurement
bases that have a significant effect on the fi-
nancial statements, so that they present fair-
ly the Group’s equity and financial position
on 31 December 2022 and the results of its

operations, recognised income and expense,
changes in equity and cash flows for the year
then ended.

The principal accounting policies and mea-
surement bases applied in the preparation
of the consolidated financial statements for
2022 are set out in Note 11. There are no ac-
counting policies or measurement bases
that have a material effect on the consolida-
ted financial statements that have not been
applied in their preparation.

Notes to the financial statements contain
information in addition to that presented in
the balance sheet, income statement, sta-
tement of changes in equity and cash flow
statement. They provide narrative descrip-
tions or disaggregation of those statements
in a clear, relevant, reliable and comparable
manner.

Main regulatory changes in the period from 1
January to 31 December 2022, not commen-
ted above

The following is a summary of the main appli-
cable Bank of Spain Circulars issued and
which entered into force in the financial year
2022:

Circular 172022, of January 24, of the Bank
of Spain, to credit financial institutions, on li-
quidity, prudential rules and information obli-
gations, and which amends Circular 1/2009,
of December 18, to credit institutions and
other supervised institutions, in relation to in-
formation on the capital structure and equity
quotas of credit institutions, and on their offi-
ces, as well as on the senior officers of the
supervised entities, and Circular 3/2019, of
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October 22, exercising the power conferred
by Regulation (EU) 575/2013 to define the
threshold of significance of overdue credit
obligations. (BOE of February 3, 2022)

This circular has led to the establishment of
specific regulations and reporting for both li-
quidity and solvency.

Bank of Spain Circular 2/2022, of March 15,
on rules for the submission to the Bank of
Spain of payment statistics by payment ser-

vice providers and payment system opera-
tors. (BOE of March 18, 2022)

The application of the circular has not had
any significant effects on the Bank’s annual
accounts, as it is not a payment service pro-
vider.

Circular 3/2022, of March 30, of the Bank
of Spain, amending Circular 2/2016, of Fe-
bruary 2, to credit institutions, on supervision
and solvency, which completes the adapta-
tion of the Spanish legal system to Directi-
ve 2013/36/EU and Regulation (EU) n.No.
S575/2013; Circular 2/2014, of January 31, to
credit institutions, on the exercise of various
regulatory options contained in Regulation
(EU) No. 575/2013 of the European Parlia-
ment and of the Council of 26 June 2013 on
prudential requirements for credit institutions
and investment firms, and amending Regu-
lation (EU) No.No. 648/2012; and Circular
5/2012, of June 27, to credit institutions and
payment service providers, on transparency
of banking services and responsibility in the
granting of loans. (BOE of April 6,2022).

UCI

From the application of the circular, no signifi-
cant effects have been derived in the annual
accounts of the Entity.

Additionally, in June 2022, the application
of the new coverage ratios for alternative
solution, introduced by the modifications of
Annex IX of Circular 6/2021, have been im-
plemented, the impact for the company has
been the increase of its coverage for Subjec-
tive Doubtful Assets, in the amount of S Mi-
llion Euros.

Bank of Spain Circular 1/2021 of 28 January
amending Circular 1/2013 of 24 May on the
Central Credit Register and Circular 5/2012
of 27 June to credit institutions and payment
service providers on transparency of banking

services and responsibility in the granting of
loans (BOE of 30 January 2021).

The main objective of the circular is to adapt
Banco de Espaia Circular 1/2013 of 24 May
on the Central Credit Register and Circular
5/2012 on the transparency of banking servi-
ces and responsibility in the granting of loans,
to the changes introduced in the regulation
of the Central Credit Register (CCR), as well
as the update of the official reference rates
by Order ETD/699/2020 (amending Order
ECO/697/2004 and Order EHA/2899/2011,
on transparency and customer protection in
banking services (OM)).

On 27 July the Official State Gazette (BOE)
published the OM on revolving credit, which,
among other regulations, amends Order
ECO/697/2004, of 11 March, on the Central
Credit Register (hereinafter, ‘'OM of the CIR’).
One of the objectives of this order is to im-
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prove the information available to lenders to
analyse the solvency of potential borrowers,
so as to avoid over-indebtedness positions
that lead borrowers to be unable to meet
their financial obligations. Having the right
information to make a sound assessment of
creditworthiness to prevent over-indebted-
ness is particularly relevant in the context of
the economic and social impact of the Co-
vid-19 health crisis.

In addition, the aforementioned Circular in-
troduces, in its second rule, a modification of
certain aspects of Circular 5/2012, in relation
to official interest rates through the amend-
ment of Order EHA/2899/2011. The aim of
this change is, among other objectives, to
increase the official interest rate alternatives
available to institutions, both for use in gran-
ting loans and for inclusion as substitutes in
such contracts. To this end, the list of interest
rates that will be considered official referen-
ce rates is revised, the name of some of the
existing ones is changed and their number is
increased. In this respect, the circular upda-
tes the list of official rates envisaged in the
OM on transparency and establishes the de-
finition and procedure for determining the
new indices.

The application of the Circular has not had
any significant effects on the Group’s conso-
lidated financial statements.

Bank of Spain Circular 3/2021 of 13 May
amending, regarding the definition of the
reference interest rate based on the Euro
short-term rate (euro STR), Circular 5/2012
of 27 June to credit institutions and payment
service providers on transparency in banking

services and responsibility in the granting of
loans (BOE of 17 May 2021).

The main purpose of this circular is to adapt
the definition of the euro short-term rate
(euro STR) for the purposes of its conside-
ration as an official rate, as set out in Annex
8, Section 6, of Circular 5/2012 of 27 June
2012 to credit institutions and payment servi-
ce providers on transparency in banking ser-
vices and responsible lending, following the
publication of Guideline (EU) 2021/565 of
the European Central Bank of 17 March 2021
amending Guideline (EU) 2019/1265 on
the euro short-term interest rate (euro RTS)
(ECB/2021/10), which provides for the com-
pilation and daily publication, from 15 April
2021, of average composite euro RTS-based
composite rates.

The application of the aforementioned Circu-
lar has not had any significant effects on the
Group’s consolidated financial statements.

Bank of Spain Circular 4/2021, of 25 Novem-
ber, to credit institutions and other supervi-
sed institutions, on models of confidential
statements on market conduct, transparen-
cy and customer protection, and on the regis-
ter of complaints (BOE of 1 December 2021).

The purpose of the aforementioned circular
is to establish the content and frequency of
the model confidential statements on mar-
ket conduct, transparency and customer pro-
tection that must be submitted to the Bank
of Spain. It also determines the minimum
content of the information that these institu-
tions must have at the disposal of the Bank
of Spain regarding complaints.
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The application of the aforementioned Circu-
lar has not had any significant effects on the
Group’s consolidated financial statements.

Banco de Espaia Circular 5/2021, of 22
December, amending Circular 2/2016, of
2 February, to credit institutions, on super-
vision and solvency, which completes the
adaptation of the Spanish legal system to
Directive 2013/36/EU and Regulation (EU)
No 575/2013. (BOE of 23 December 2021)
(Correction of errors BOE of 30 December
2021).

This circular responds to the principles of
necessity, effectiveness, proportionality, le-
gal certainty, transparency and efficiency, as
required by article 129 of Law 39/2015, of 1
October, on the Common Administrative Pro-
cedure of Public Administrations.

With regard to the principles of necessity and
effectiveness, this circular is the necessary
instrument for the development of the regi-
me applicable to the new macroprudential
tools available to Banco de Espaia, in accor-
dance with Royal Decree-Law 22/2018 and
Royal Decree 102/2019, whose ultimate ob-
jective is to identify, prevent and mitigate the
development of systemic risk and ensure a
sustainable contribution of the financial sys-
tem to economic growth:

« Capital buffer requirements, as provided for
in articles 43 to 49 of Law 10/2014.

« The establishment of limits to sectoral con-
centration, in accordance with Article 69 Ter
of Law 10/2014.

UCI

+The setting of conditions on the granting of
loans and other operations, pursuant to Arti-
cle 69 quarter of Law 10/2014.

The application of the aforementioned Circu-
lar has not had any significant effects on the
Group’s consolidated financial statements.

Bank of Spain Circular 6/2021 of 22 Decem-
ber amending Circular 4/2017 of 27 Novem-
ber to credit institutions on public and con-
fidential financial reporting standards and
financial statement formats, and Circular
4/2019 of 26 November to financial credit
institutions on public and confidential finan-
cial reporting standards and financial state-
ment formats (BOE of 29 December 2021).
The main objective of the circular is to upda-
te Circula 4/2017, of 27 November, for credit
institutions, on public and confidential finan-
cial reporting standards and financial state-
ment formats.

Firstly, the amendments that the afore-
mentioned circular incorporates in Circu-
lar 4/2017, are fundamentally to reflect the
changes in the international financial re-
porting standards adopted by the European
Union (IFRS-EU), with regard to International
Accounting Standard 39 and International
Financial Reporting Standards 4, 7, 9 and 16.
The aforementioned changes are the result
of the project of the International Accounting
Standards Board (IASB) to respond to the re-
form of the benchmark interest rate indices
known as IBORs (InterBank Offered Rates).

Second, the templates and instructions for
the preparation of the confidential financial
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statements known as FINREP have, inter
alia, been amended by Commission Imple-
menting Regulation (EU) 2021/451 of 17
December 2020 laying down implementing
technical standards for the application of Re-
gulation (EU) No 575/2013 of the European
Parliament and of the Council as regards
supervisory reporting by institutions and re-
pealing Implementing Regulation (EU) No
680/2014. Pursuant to this Implementing
Regulation, changes have been introduced in
FINREP, inter alia, regarding restructured, refi-
nanced or refinancing transactions (forborne
exposures). This circular incorporates adjust-
ments to the treatment of restructured, refi-
nanced or refinanced transactions set out in
Annex 9, on ‘Credit risk analysis and cove-
rage’, of Circular 4/2017 of 27 November, to
keep it aligned with that of FINREP.

Third, the European Banking Authority (EBA)
Guidelines on lending and loan monitoring
(EBA/GL/2020/06) aim, inter alia, to im-
prove practices, processes and procedures
related to the granting of credit operations.
These guidelines have been adopted by the
Bank of Spain for both less significant credit
institutions and financial credit institutions,
and by the European Central Bank for signi-
ficant credit institutions.

Fourth, the aforementioned circular amends
Annex 9 of Circular 4/2017 of 27 November
to update the alternative solutions for the co-
llective estimation of credit risk loss allowan-
ces and discounts on the reference value of
foreclosed assets or assets received in pay-
ment of debts. This update considers the
evolution of the data on the transactions re-
ported by the institutions to Banco de Espaia

and, in addition, in the case of the alternative
solutions, incorporates updated forecasts on
future macroeconomic conditions.

The main change introduced is the update
of the alternative solutions for the collective
estimation of credit risk loss allowances and
discounts on the reference value of foreclo-
sed assets or assets received in payment of
debts. It should be noted that these changes
will be applied as of 30 June 2022, as the
first reference date, changes introduced in
the tables relating to the coverage percenta-
ges, as an alternative solution, for the collec-
tive estimate of the coverage of transactions
classified as normal risk and normal risk un-
der special surveillance, as well as the cove-
rage of doubtful risk and the percentage dis-
counts on the reference value.

Fifth, Circular 4/2017 of 27 November is
amended to update the statistical data re-
quirements of the Economic and Mone-
tary Union (EMU), in accordance with the
amendments established by Regulation (EU)
2021/379 of the European Central Bank of
22 January on balance sheet items of cre-
dit institutions and of the monetary financial
institutions sector (recast) (ECB/2021/2).
The new information requested consists, on
the one hand of additional data requirements
to improve the analysis of monetary and cre-
dit developments and, on the other hand, of
amendments to some of the existing data re-
quirements and definitions to support better
integration with other statistical datasets.

Lastly, specific amendments are made to
the individual financial statements reserved
in Circular 4/2017 of 27 November in order
to introduce new data requirements to verify
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compliance with standards or to compile sta-
tistical information, as well as to make tech-
nical adjustments and corrections identified
as necessary since the last update of that
Circular.

The application of the aforementioned Circu-
lar has not had any significant effects on the
Entity’s annual accounts.

Comparison of information

The previous year’s consolidated annual ac-
counts are solely and exclusively presented
for comparison purposes, with each item
of the consolidated balance sheet, consoli-
dated profit and loss account, consolidated
statement of changes in equity, consolidated
statement of cash flows and the notes to the
consolidated Financial Statements, related
to 2022.

UCI
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2.2 Management and impacts of the macroeconomic

environment

The year 2022 has been marked by the gra-
dual return to health and social normaliza-
tion, after the health crisis generated by the
Covid-19 pandemic, and the correction of the
adjustments that occurred after 2020 in the
economic activity in general.

In 2020, the Entity focused its attention on
ensuring continuity in the operational securi-
ty of the business as a priority and monitoring
the impacts on the business and on the risks
of the Company and its Branch (such as im-
pacts on results, capital, customer solvency
or liquidity). In addition, the Company adop-
ted from the beginning a series of measures
to support and facilitate the payment of loans
to its customers, mainly to the sectors most
affected by Covid-19.

In order to mitigate the impact associated
with Covid-19, the Bank of Spain, the Euro-
pean Central Bank and other European and
international organizations made pronoun-
cements aimed at allowing greater flexibility
with respect to the implementation of the
accounting and prudential frameworks, the-
se pronouncements have been taken into
consideration by the Company in the prepa-
ration of the financial statements.

The main impacts derived from the pande-
mic are detailed in the following Notes:

« Note 17 includes information on initiatives
carried out by the Entity to assist affected
clients. This includes, among others, informa-
tion related to the number of operations and
the amount corresponding to moratoriums,

both public and private, granted by the Group.

In addition, in 2020, a “Post-Model Adjust-
ment” was used to calculate the provision for
credit risk from the Group’s internal model,
based on “expert judgement” and in order to
include extreme economic conditions, the
uncertainty about the duration of the pande-
mic and the effectiveness of the measures
adopted by the authorities for an amount of
8 million euros. In 2021, given the availability
of more reliable information on macroecono-
mic scenarios, these have been updated, re-
versing the “Post Model Adjustment” recor-
ded for this item.

In line with these recommendations of the
supervisory bodies, the Group classified in
Stage 1 certain customers who have been
granted moratoriums (deferrals) during the
financial year 2020 and who before the im-
pact of Covid-19 had good payment beha-
viour and as a result of the crisis generated
by the pandemic are observed to have a tran-
sitory liquidity problem.

Thus the Entity set certain thresholds to as-
sess this good payment behaviour prior to
Covid-19 and keep customers who meet
these criteria in Stage 1, rather than Stage 2
or Stage 3.

In the year 2022, almost all of the morato-
riums granted in the year 2021 have ended
and therefore there is no differentiated ac-
counting treatment for these types of opera-
tions.
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On the other hand, in financial year 2022, the
greatest macro-economic threat was already
present at the end of 2021: the euro zone
consumer price index, negative in 2020, in-
creased from 5.0% at the end of 2021to 9.2%
in December 2022. The restrictions genera-
ted by the covid health crisis had weakened
in 2021 the supply networks of the globalized
economy, causing a spike in inflation. The in-
vasion of Ukraine in February, with its upward
impact on commodity and agricultural prices,
reinforced inflationary pressure.

The Spanish CPI, which was higher than that
of the EMU as a whole in 2021 (+6.6%) fell
back and ended 2022 below average (+5.5%)
as Greece, and unlike the large economies of
the euro zone (Germany, France, and Italy)

The Group includes the CPI performance wi-
thin the inputs used in its provisioning model,
as it is part of the econometric model that
estimates the Probability of Default. Speci-
fically, quantitative information is provided in
relation to the rates used for this variable in
note 13.

UCI

2.3 Consolidation
principles

Subsidiaries

Subsidiaries are entities on which the Group
has control. In general, this capacity is stated,
although not exclusively, by ownership, di-
rect or indirect, of at least S0% of the politi-
cal rights on investees oy, if such percentage
was below 507 or null, if, for example, there
are agreements with their shareholders who
grant such control to the Group. Control is
understood to be the power to manage the
financial and operational policies of an enti-
ty in which there is a holding, so as to obtain
profits from its activities.

It is understood that an entity controls an in-
vestee when it is exposed to or has rights to
variable returns for its involvement in the in-
vestee and has the ability to influence such
returns through the power exercised on the
investee. The following must concur in order
to consider the existence of control:

a) Power: an investor has power on an inves-
tee when the investor holds rights in force
which provide it with the capacity to direct
relevant activities, which are those which sig-
nificantly affect the investee’s yields;

b) Yields: an investor is exposed or has right
to variable yields for its involvement in the
investee when yields obtained by the inves-
tor for such involvement can vary in the ba-
sis of the investee’s economic evolution. The
investor’s yields shall be only positive, only
negative or simultaneously positive and ne-
gative.
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c) Relation between power and yields: an
investor controls an investee if the investor
does not only hold power on the investee and
is exposed or has right to variable yields for its
involvement in the investee, but also has the
capacity to use its power to influence yields
obtained for such involvement in the inves-
tee.

The financial statements of subsidiaries are
consolidated with those of the Group by
applying the full consolidation method. Con-
sequently, all significant balances and tran-
sactions among consolidated entities and
such entities and the Group are eliminated
within the consolidation process.

At acquisition of a subsidiary, its assets, liabi-
lities and contingent liabilities are registered
at their fair value at acquisition date. Positi-
ve differences between the acquisition cost
and fair values of identifiable net assets ac-
quired are recognised as goodwill. Negative
differences are allocated to profit and loss at
acquisition date.

Additionally, the shareholding by minority
shareholders on the Group’s equity is pre-
sented under “Minority shareholders” on the
accompanying consolidated balance sheet.
Their shareholding on the results for the year
is presented on the caption “Results attribu-
ted to minority shareholders” on the accom-
panying consolidated income statement.

The consolidation of results generated by
entities acquired during a certain year only
considers results related to the period com-
prised between the acquisition date and that
year’s closing. In parallel, the consolidation

of results generated by entities disposed of
during a certain year only considers those re-
sults related to the period from the opening
of the year and the date of disposal.

Securitisation funds in which an exposure
has been withheld as subordinated financing
have been consolidated through the global
integration, in order to provide more informa-
tion, although the controlis not held on them,
there being alternative accounting presenta-
tion options.

Associates

Associates are those over which the Group
holds a significant influence, although not
a control or joint control. It is assumed that
there is a significant influence when 20% or
more of voting rights are held, directly or in-
directly, on an investee, unless it is possible
to clearly demonstrate that there is not such
influence.

On consolidated financial statements, as-
sociates are valued by the “equity method”,
that is to say, by the fraction of its net equity
representing the Group’s shareholding on its
capital, after considering dividends perceived
from them and other equity eliminations. In
the case of transactions with an associated
entity, the corresponding profit or loss is eli-
minated on the Group’s percentage over its
capital.

Structured entities
In those cases in which the Group sets up

or participates in entities for the purpose of
allowing its customers access to certain in-
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vestments, or for the transfer of risks or other
purposes, also known as structured entities
since voting rights or similar are not the de-
cisive factor in deciding who controls the
entity, it is determined, in accordance with
internal criteria and procedures and conside-
ring the provisions of the relevant regulations,
whether control exists, as described above,
and therefore whether or not they should be
subject to consolidation. Specifically, for tho-
se entities in which it is applicable (mainly
mutual funds and pension funds), the Group
analyses the following factors:

» Percentage shareholding maintained by the
Group, with a general threshold of 20%.

« [dentification of the fund manager, verifying
whether it is a company controlled by the
Group as this could affect the ability to direct
the relevant activities.

« Existence of agreements and/or arrange-
ments between investors that may result in
decision-making requiring the joint partici-
pation of investors, in which case the fund
manager is not the decision-maker. - Exis-
tence of currently exercisable exclusion ri-
ghts (possibility to remove the manager from
office) as the existence of such rights may be
a limitation to the manager’s power over the
fund, concluding that the manager acts as an
agent of the investors.

« Analysis of the fund manager’s remunera-
tion regime, considering that a remuneration
regime commensurate with the service pro-
vided does not generally create an exposure
of such significance as to indicate that the
manager is acting as a principal. Converse-

UCI

ly, if the remuneration is not commensurate
with the service provided, it could give rise to
such an exposure as to lead the Group to a
different conclusion.

Structured entities also include so-called
asset-backed securitisation vehicles, which
are consolidated in those cases where, be-
ing exposed to variable returns, it is determi-
ned that the Group has retained control. The
exposure associated with unconsolidated
structured entities is not material in relation
to the Group’s consolidated financial state-
ments.
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The following table sets out, among other in- these consolidated financial statements as
formation, the structured entities (Asset Se- of 31 December 2022:
curitisation Funds) that are consolidated in

Society Country Activity
Mortgage Securitisation Fund UCI 11 Spain Securitisation
Mortgage Securitisation Fund UCI 12 Spain Securitisation
Mortgage Securitisation Fund UCI 14 Spain Securitisation
Mortgage Securitisation Fund UCI 15 Spain Securitisation
Mortgage Securitisation Fund UCI 16 Spain Securitisation
Mortgage Securitisation Fund UCI 17 Spain Securitisation
Securitisation Fund, RMBS Prado V Spain Securitisation
Securitisation Fund, RMBS Prado VI Spain Securitisation
Securitisation Fund, RMBS Prado VI Spain Securitisation
Securitisation Fund, RMBS Prado VIII Spain Securitisation
Securitisation Fund, RMBS Prado IX Spain Securitisation
Securitisation Fund, RMBS Prado X Spain Securitisation
RMBS Green Belem | Portugal Securitisation
RMBS Green Belem i Portugal Securitisation
The following table sets out, among other in- these consolidated financial statements as
formation, the structured entities (Asset Se- of 31 December 2021:

curitisation Funds) that are consolidated in

Mortgage Securitisation Fund UCI 11 Spain Securitisation
Mortgage Securitisation Fund UCI 12 Spain Securitisation
Mortgage Securitisation Fund UCI 14 Spain Securitisation
Mortgage Securitisation Fund UCI 15 Spain Securitisation
Mortgage Securitisation Fund UCI 16 Spain Securitisation
Mortgage Securitisation Fund UCI 17 Spain Securitisation
Securitisation Fund, RMBS Prado IV Spain Securitisation
Securitisation Fund, RMBS Prado V Spain Securitisation
Securitisation Fund, RMBS Prado VI Spain Securitisation
Securitisation Fund, RMBS Prado VI Spain Securitisation
Securitisation Fund, RMBS Prado VIII Spain Securitisation
Securitisation Fund, RMBS Prado 1X Spain Securitisation
RMBS Green Belem | Portugal Securitisation
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The relevant information of Group Entities’ investments on December 31, 2022 and 2021 is the
following:

HARE CAPITAL SHARE CAPITAL
2022 2021

(in thousands of (in thousands of
Euros) Euros)

SHAREHOL-
DING ACTIVITY
PERCENTAGE

NAME AND ADDRESS

UNION DE CREDITOS INMOBI-

LIARIOS, S.A.

DT DL ELIMIENTO FINANCIERO 85,534 52,534 100% Property financing loans
Sociedad Unipersonal

C/ RETAMA 3 - MADRID

UCI SERVICIO PARA PROFESIO-

RES INMOBILIARIOS,

S.A. (antes COMPRARCASA The provision of all types
SERVICIOS 635 635 100% of services related with
INMOBILIARIOS, S.A. Sociedad the property/IT market
Unipersonal)

C/ RETAMA 3 - MADRID

RETAMA REAL ESTATE (antes Advice, Management,
U.C.l. SERVICIOS INMOBILIA- direction and assistance
RIOS Y PROFESIONALES, S.L. 2,578 2,578 100% for companies, as well as
Sociedad Unipersonal) the acquisition and sale
C/ RETAMA 3 - MADRID of real estate

Development of IT activi-
ties and services related

275 275 99,9% to the real estate sector,
both through Internet and
other technologies

ComprarCasa, Rede de Servicos
Imobilidrios, SA

UCl-Mediagao de Seguros Uni-
pessoal Lda S 5 100% Insurance brokerage

UCI Holding Brasil Lda Holding entity. It holds

1,494 1,494 1007% 507% of COMPANHIA
PROMOTORA UCI
. . Management and mainte-
UCl Hellas Credit and Loan Recei- 100 100 100% nance of loans granted by

vables Servicing Company S.A. financial entities.
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The contribution to the Group’s results by each entity during 2022 has been the following:

Unidn de
Créditos
Inmobiliario,
SA.EFC
UClI Hellas
Bu3|'- ComprarCasa, UQI Servi- uc ucl Credit and
. . nessin ciospara Retama - Loan Re- Total,
Business in Rede de Ser- . Media-  Hol- . .
UCl, SA Spai Portugal . . profesiona-  Real - . ceivables  Consolida-
pain vigos Imobi- . . cionde ding .
and o lesinmobi-  Estate Servicing ted
lidrios, S.A. S seguros Ltda
Greece liarios S.A. Company
SA.
(7,446) (52,796) 6,808 12 45 (2,028) - 15 378 (55,0m)

La aportacion al resultado del Grupo de cada una de las Entidades en el ejercicio 2021 ha sido la
siguiente:

Union de
Créditos
Inmobiliario,
SA.EFC
UCl Hellas
Busi- ComprarCasa, UCI Servi- ucl ycy Creditand
. . nessin cios para . Loan Re- Total,
Business in Rede de Ser- - tama Media- Hol- . -
UCI, SA ) Portugal . ; profesiona- L . ceivables  Consolida-
Spain vigos Imobi- - . Real cionde ding .
and i les inmobi- Servicing ted
lidrios, S.A. o Estate seguros Ltda
Greece liarios S.A. Company
SA
(4,01) 30,169 4,219 8 167 (1,275) 2 134 75 29,488

cial credit institutions, without any significant
adjustments having arisen as a result of this
homogenisation process.

In the consolidation process, the full conso-
lidation procedure has been applied for the
annual accounts of the subsidiaries. In this
respect, the financial statements of the com-
panies included in the Group’s scope of con-
solidation have been adapted to the valuation
models, principles and standards used and
the estimates made, in accordance with the
regulatory framework for financial reporting
contained in the regulations governing finan-

Consequently, all significant balances and
transactions among Entities that are part of
the consolidation perimeter have been writ-
ten-off during the consolidation process.
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3. Change and errors in accounting
criteria and estimates

The information included in the present con-
solidated annual accounts is under the res-
ponsibility of the Parent entity’s Directors.
Estimates, if any, have been used in the pre-
sent consolidated annual accounts to value
certain assets, liabilities, expenses and com-
mitments made by the Parent entity’s Senior
Management, subsequently ratified by the
Directors.

Such estimates correspond to the following:

« Losses from impairment of certain financial
assets (Notes 11,17 and 18)

« The useful life applied to tangible assets and
intangible assets (Notes 11m., 1n.,19 and 20)

« The fair value of certain unlisted assets (No-
tes 11d., 1lc., 24 and 25)

« Impairment losses on non-current assets
held for sale and investment property (Notes
11,18 and 19)

« The valuation of the provisions required to
cover legal contingencies (Notes 11 and 26)

« The recoverability of deferred tax assets
(Notes 11 k. and 21)

Although the estimates described above
have been made on the basis of the best in-
formation available at year-end 2022, it may
be that future events may make it necessary
to modify them (upwards or downwards) in
the coming years, which would be done in

accordance with the provisions of Bank of
Spain Circular 4/2019, prospectively, recog-
nising the effects of the change in estimate, if
any, in the corresponding income statement.

In updating the above estimates, the Group
has taken into account the current macro-
economic scenario resulting from the war
in Ukraine, as well as the increasing level of
inflation and difficulties in the supply chains,
which is generating a certain impact on the
economic evolution and is the focus of mo-
nitoring, and which generates uncertainty in
the Company’s estimates. And it has made
an assessment of the current situation ac-
cording to the best information available as
of December 31, 2022.

There are no additional aspects to those indi-
cated in Note 2.1.
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4. Distribution of income

The proposed appropriation of the profit as well as the appropriation of the profit for
for the financial year 2022 obtained by the the financial year 2021 approved by the Ge-
Company, which its Board of Directors will neral Meeting of Shareholders, is as follows:

propose to the Sole Shareholder for approval,

Thousands of euros

2022 2021
Net profit for the year (2,338) (5,794)
Application:
To legal reserve -
To voluntary reserve -
To results of previous years (2,338) (5,794)
To Dividends -
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5. Minimum equity

Until December 31, 2013, Circular 3/2008
of Bank of Spain, of 22 May, and successive
updates, on the determination and control of
minimum equity, regulated minimum equity
requirements to be held by Spanish credit
entities — both at individual and consolidation
level - and the way to determine such equity.

On June 27,2013, the European Union’s Offi-
cial Gazette published the new regulation on
capital requirements (called CRD IV), appli-
cable from January 1, 2014, comprised by the
following:

« Directive 2013/36/EU, of 26 June, of the
European Parliament and Council, related
to the access to the activity by credit en-
tities and investment companies, and the
prudential supervision of credit entities and
investment companies, modifying Directi-
ve 2002/87/EC and derogating Directives
2006/48/EC and 2006/49/EC.

« Regulation EU 575/2013, of 26 June, of the
European Parliament and Council, on pru-
dential requirements for credit entities and

investment companies, modifying Regula-
tion EU 648/2012.

In Spain, the transposition of the new Euro-
pean regulation has been performed on two
stages. On a first stage, Royal Decree Law
14/2013, of 29 November, was published, on
urgent measures to adapt the Spanish law to
the European Union regulation in supervision
and solvency of financial entities, performed
a partial transposition of Directive 2013/36/
EU to the Spanish law and empowered Bank
of Spain, in its final fifth provision, to use op-
tions allocated to national competent autho-
rities in Regulation EU S75/2013.

UCI

In the exercise of authorisation granted
by such Royal-Decree Law, Bank of Spain
approved Circular 2/2014, of 31 January, on
the exercise of several regulatory options
contained on Regulation (EU) 575/2013, de-
termining chosen national permanent and
transitory options, for its application by credit
institutions from the entry into force of such
regulation, in January 2014. Subsequent-
ly, this Circular was modified regarding the
treatment of the deduction of intangible as-
sets during the transitory period, by Circular
3/2014, of 30 July, of Bank of Spain.

On a second stage, Law 10/2014, of 26 June,
was enacted on regulation, supervision and
solvency of credit entities, establishing ba-
ses for a complete transposition of Directi-
ve 2013/36/EU. Subsequently, in February
2015, Royal Decree 84/2015, of 13 February,
was published, developing Law 10/2014, of
26 June, on regulation, supervision and sol-
vency of credit entities.

Then, Circular 2/2016, of 2 February, was pu-
blished, on supervision and solvency, which
completes the adaptation of the Spanish le-
gal system to Directive 2013/36/EU and to
the Regulation (EU) 575/2013, which has
been amended by Circular 3/2022, of 30
March.

All the above constitutes the current regula-
tion in force on minimum equity to be held
by Spanish credit entities, both at individual
and consolidation levels, and the way to de-
termine such equity, as well as several capital
self-assessment processes to be applied.
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Bank of Spain will have a supervisory func-
tion over the Financial Credit Establishments,
in agreement with title Ill Law 10/2014, of 26
June, on the regulation, supervision and sol-
vency of credit institutions, with adaptations
that, where applicable, are determined by re-
gulation. This competence will be extended
to any office or centre, in the Spanish terri-
tory or abroad, and, to the extend required by
the compliance with functions entrusted to
Bank of Spain, to companies integrated in the
group of the Financial Credit Establishment.

On February 11, 2020, the new Royal Decree
30972020, on the legal regime of financial
credit establishments and amending, the Re-
gulations of the Commercial Registry, appro-
ved by Royal Decree 1784/1996, of July 19,
and Royal Decree 84/2015, of February 13,
implementing Law 10/2014, of June 26, on
the regulation, supervision and solvency of
credit institutions, was approved and entered
into force on July 1, 2020.

Concerning financial credit establishments
that have the condition of SME, in agreement
with the Recommendation 2003/361/EC
of the Commission, of 6 May 2003, on the
definition of micro-enterprises, small and
medium entities, the capital conservation
buffers, and specific anticyclical capital regu-
lated in articles 44 and 45 of Law 10/2014,
of 26 June, and its developing regulation will
not be applicable.

Recommendation 2003/361/EC of the
Commission, of 6 May 2003, on the defini-
tion of micro-enterprises, small and medium
entities establishes the following in article 2
of its Annex:

- The category of micro-enterprises, sma-
Il and medium entities (SME) comprises
companies with less than 250 employees
and which annual turnover does not ex-
ceed SO million euros or which general
annual balance sheet does not exceed 43
million euros.

- The category of SME defines a small
company as one with less than SO emplo-
yees and which annual turnover or general
annual balance sheet does not exceed 10
million euros.

- The category of SME defines a micro-en-
terprise as a company that hires less than
10 employees and which annual turnover
or general annual balance sheet does not
exceed 2 million euros

Therefore, at 2021 and 2022 closing, the
solvency regime established for credit insti-
tutions in title Il of Law 10/2014, of 26 June,
andintitle Il of Royal Decree 84/2015S is appli-
cable to the Entity, with the abovementioned
exceptions, which the regulatory framework
for reporting purposes has been clarified by
Bank of Spain Circular1/2022, dated January
24, to financial credit institutions, on liquidity,
prudential rules and reporting obligations.

In 2019, UCI Group decided to adopt criteria
defined by EU CRR regarding the compliance
with the percentage of 2.5% of “capital con-
servation buffer”.

On April 16, 2019, UCI EFC Espaiia perfor-
med a transfer of 32 million euros, in order
to allocate share capital to its Branch in Por-
tugal, in agreement with the local regulator,
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for the purpose of maintaining sufficient sol-
vency with a view to the development of its
credit activity in Portugal.

Therefore, the Group considers equity and
the equity requirements established by the
aforementioned regulations as a fundamen-
tal element of its management of the Group,
affecting both investment decisions, analysis
of the viability of operations, etc.

Below is a detail, classified into Tier 1 and
Tier 2 capital, of the Group’s capital on 31
December 2021 and 2022, calculated in ac-
cordance with the provisions of Royal Decree
30972020, which established that, in gene-
ral, the prudential regulations for credit ins-
titutions, in particular Regulation 575/2013
of the European Union (CRR), subsequently
amended by EU Regulation No. 876/2019, as
well as by Directive (EU) 2019 / 978 of the
European Parliament, amending Directive
2013/36 EU.

UCI
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Thousands of euros

2022 2021 (%)
Computable Capital 305,019 158,019
Computables Reserves 257,410 211,982
Result of the year (55,011) -
Other basic PRs according to national legislation 13,212 108,423
Other deductions from basic own resources (22,274) (1,016)
AR 1 Cocos 104,000 82,000
BASIC OWN RESOURCES 602,356 477408
Standard subordinated financing and similar instruments 150,000 105,000
SECOND CATEGORY OWN RESOURCES 150,000 105,000
COMPUTABLE OWN RESOURCES 752,356 582,408
TOTAL, WEIGHTED AVERAGE ASSETS 5,145,780 5,507,610
TOTAL, OWN RESOURCES REQUIREMENTS 694,680 578,299
OWN RESOURCES SURPLUS (+) / DEFICIT (-) 57,675 4,08
(*) Figures not restated.

Accordingly, the solvency ratios at year-end 2022 and 2021 would be as follows:

2022 2021

About Common Equity 9.68% 8.67%
On basic own resources n.n% 8.65%
On second category own resources 2.91% 2.23%
Of total own resources 14.62% 10.88%

On 31 December 2022 and 2021, and during
those years, the individual and consolidated
eligible capital exceeded the requirements
of the regulations in force at any given time,
with a solvency ratio of 14.62% and 10.88%,
respectively.

On January 24, 2022, the Group received a
communication from its supervisor, the Bank
of Spain, within the framework of the SREP
process. This communication established
under Pillar Il a P2R level of 2% in addition to
the solvency level required for the Company,
which is 10.5%, as well as an additional 1%
P2G level.

Following the communication received from
the Pillar 2 supervisor, the shareholders of
UCI, S.A. proceeded to capitalize its subsi-
diary by issuing new shares for an amount
of 100 million euros on March 4, 2022, and a
new subordinated debt issue for an amount
of 45 million euros on March 24, 2022. In
addition, 22 million contingently convertible
preferred shares (“CoCos”) were issued as
additional tier 1 capital.

In addition, in December 2022, the sharehol-
ders of UCI, S.A. capitalized their subsidiary
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by issuing new shares in the amount of S0
million euros. The amount and speed of the
recapitalization of the Company by its share-
holder reflects the commitment of the sha-
reholders of UCI, S.A. to the solvency of the
UCI Group and its main component, Unidn
de Créditos Inmobiliarios, S.A., E.F.C.

In relation to the situation as of December
2022, it is worth highlighting the Group’s
soundness in complying with the solvency
ratios, which amount to 14.62%, although the
requirements are 13.57%, with a surplus of 57.6
Million Euros.

Finally, in December 2022, the Company
again received a communication from its
supervisor, the Bank of Spain, within the fra-
mework of the SREP process. This commu-
nication reduced the additional P2G level
from 1% to 0.75%, effective January 1, 2023.

UCI
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6. Information by market segment and
additional information

a) Segmentation by business lines:

The main business of UCI Group is mortgage
business, without other significant business
lines.

b) Segmentacidn por ambito geografico:

The Group counts with a Branch in Portugal
(production of 202 million euros and 185 mi-
llion euros on December 31, 2022 and 2021
respectively) and in Greece, which ended its
commercial activity in 2011, but continued
granting new credits until 2016, in order to
finance sales of certain REOs. It was closed
at the end of the first quarter of 2019, rea-
llocating assets to the parent company. The
remaining activity is held in the national te-
rritory.

The branch in Portugal has financial assets
at amortised cost (loans and receivables)
amounting to 1,235 million euros and 1,195
million euros on 31 December 2022 and
2021 respectively.

c) Agency contracts

Neither at 2022 and 2021 closings, nor throu-
ghout such years, has the Group held “agen-
cy contracts” in force on the way they are
contemplated under article 22 of Royal De-
cree 1245/1995, of July 14, of the Ministry of
Economy and Treasury.

d) Coefficient of minimum reserves

At December 31, 2022 and 2021, both the
Group and the Parent Entity exempt are from
complying with this coefficient, as they do

not acquire responsible funds from the pu-
blic.

e) Presentation currency

The functional and presentation currency of
the entity is the Euro.
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7. Remuneration and daty to loyalty
of the entity’s directors and key
management personnel

The remuneration for members of the Board
of Directors is included under the heading
Personnel Costs in the accompanying conso-
lidated income statement for an amount of
152 thousand Euros (102 thousand Euros in
2021).

At the date of formulation of the consolidated
annual accounts, the Board members of UCI,
S.A. and persons related to them, as defined
by article 231 of the Corporate Enterprises
Act, have not communicated to other Board
members any situation of conflict, direct or
indirect, with the Entity’s interest.

Remuneration of key personnel and Board
members as Directors

The salary remuneration received in financial
year 2023 by the professionals who make up
the Group’s key personnel in their capacity
as executives amounted to 2,743 thousand
euros (2,782 thousand euros in financial year
2021), all of which corresponds to fixed remu-
neration. The Group’s senior management
corresponds to the senior management of
the subsidiary Union de Créditos Inmobilia-
rios, S.A., E.FC., as there are no members
of the Board of Directors classified as senior
management in the Parent Company.

There are no termination benefits for key per-
sonnel in the financial year 2022 and 2021.
For the purposes of the attached data, key
personnel are understood to be the persons

who meet the requirements indicated in sec-
tion 1.d) of Rule 62 of Circular 4/2017.

Commitments for pensions, insurances,
credits, guarantees and other concepts

The Group’s Directors have not been granted
with commissions for pensions, credits, gua-
rantees or other concepts.
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8. Enviromental impact

The Group considers that it has adopted the
appropriate measures regarding the protec-
tion and improvement of the environment
and the minimisation, as applicable, of en-
vironmental impact, complying with the re-
gulations on this aspect. During 2022 and
2021, the Group has not made any significant

0. Audit fees

Fees for the audit of the Group’s accounts,
included under “Other general administrative
expenses” in the consolidated income state-
ment for the year 2022, amounted to 114,490
euros (126,900 euros in the year 2021 co-

investment of an environmental nature and
neither has it considered it necessary to re-
gister any provision for risks and charges of
an environmental nature, neither does it con-
sider that there any material contingencies
regarding the protection and improvement of
the environment.

rresponding to Mazars Auditores, S.L.). In the
financial years 2022 and 2021, no fees have
been accrued by the auditor or other entities
of its network for other services, and regard-
less of their invoicing period.

10. Subsequent events

Between December 31, 2022 and the date
of preparation of these financial statements,
no events other than those indicated in the

preceding paragraphs have occurred that sig-
nificantly affect the accompanying financial
statements of the Entity.
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11. Accounting principles and rules and
valuation criteria applied

The most significant accounting policies
and rules and measurement basis applied in
drawing up these annual accounts are des-
cribed below:

a) Principle of accrual

These annual accounts, except as applica-
ble in respect of the cash flows statements,
have been drawn up based on the real flow of
goods and services, regardless of their date
of payment or receipt.

b) Other general principles

The annual accounts have been drawn up on
the historic cost basis, although modified by
financial assets and liabilities (including deri-
vatives) at fair value.

The preparation of the annual accounts requi-
res the use of certain accounting estimates.
Likewise, this requires Management to exer-
cise its judgement in the process of applying
the Entity’s accounting policies. These esti-
mates could affect the amount of the assets
and liabilities and the breakdown of contin-
gent assets and liabilities at the date of the
annual accounts and the amount of income
and costs during the period for the annual ac-
counts. Although these estimates are based
on Management’s best knowledge of the cu-
rrent and foreseeable circumstance, the end
results might differ from these estimates.

Going concern principle

In preparing the annual accounts it has been
assumed that the management of the Com-
pany will continue for the foreseeable future.
Therefore, the application of accounting stan-
dards is not intended to determine the value
of the net assets for the purpose of their glo-
bal or partial transfer or the resulting amount
in the event of liquidation. Furthermore, the
Directors of the Company consider that the
Sole Shareholder (UCI, S.A.) will continue
to provide the Company with the necessary
financial support to enable it to continue to
operate normally in the future.

c) Financial derivatives

Financial derivatives are instruments that,
in addition to providing a profit or a loss, can
allow, under certain conditions, compensa-
tion of all or part of the credit and/or market
risks associated with balances and transac-
tions, using as underlying components inte-
rest rates, certain indices, prices of some se-
curities, cross rates of exchange for different
currencies or other similar references. The
Entity uses traded financial derivatives in or-
ganised markets (OTC).

Financial derivatives are used for trading with
customers who request this, for the Mana-
gement of the risks in the Entity’s own posi-
tions (hedging derivatives) or to benefit from
changes in the prices of these. Financial de-
rivatives that cannot be considered as being
for hedging are considered as trading instru-
ments. The following are the conditions for a
financial derivative to be considered as being
for hedging:
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i) The financial derivative must cover the risk
of variations in the value of assets and liabili-
ties as a result of changes in the interest rate
and/or exchange rate (cover for fair values),
the risk of alterations to the estimated cash
flows originating in financial assets and liabi-
lities, highly probable foreseen commitments
and transactions (cash flow hedge) or the risk
of net investment in a foreign business (hed-
ge of net investments in foreign business).

ii) The financial derivative should effectively
eliminate any some risk inherent to the com-
ponent or position covered throughout the
full period of hedging. Consequently, it is to
have prospective effectiveness, effective-
ness at the time of contracting the hedging
under normal conditions, and retrospective
effectiveness, sufficient evidence that the
effectiveness of the hedging is to be maintai-
ned throughout the life of the hedged com-
ponent or position.

The effectiveness of the hedging provided by
the derivatives defined as hedge, is to be duly
documented by means of the tests of effecti-
veness, which is the tool that proves that the
differences produced by changes in market
prices between the hedged component and
its hedging is maintained at reasonable para-
meters throughout the life of the operations,
thereby complying with the forecasts establi-
shed at the moment of contracting.

If this is not the case at any moment, all asso-
ciated operations in the hedging group are to
be transferred to trading instruments and be
duly reclassified in the balance sheet.

iii) It is adequately documented in the effec-
tiveness tests that the contracting of the
financial derivative took place specifically
to serve as hedging for certain balances or
transactions and the form in which it was in-
tended to achieve and measure this effective
hedging, provided that this is form is consis-
tent with the management of the Entity’s
own risks.

Hedges can be applied to individual items
or balances or to portfolios of financial as-
sets and liabilities. In the latter case, all the
financial assets or liabilities to be hedged
must share the same type of risk, which is
understood to be met when the sensitivity
to interest rate changes of the individual he-
dged items is similar. A hedge is considered
to be highly effective when it is expected,
both prospectively and retrospectively, at in-
ception and throughout its life, that changes
in the cash flows of the hedged item that are
attributable to the hedged risk will be almost
entirely offset by changes in the fair value or
cash flows of the hedging instrument. A hed-
ge is considered to be highly effective when
the results of the hedge have ranged within
a range of 807% to 125% of the results of the
hedged item.

The Group normally uses interest rate swaps
to hedge against interest rate fluctuations,
primarily with the Group’s two shareholders.

Hedges are performed by homogeneous
groups with a derivative for each transactions
or hedged group of transactions, and under
the same conditions of reference, term, etc.,
as the hedged component.
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d) Definitions and classification of financial
instruments

i) Definitions

A “financial instrument” is a contract that gi-
ves rise to a financial asset in one entity and,
simultaneously, a financial liability or equity
instrument in another entity.

An “equity instrument” is a legal arrange-
ment that evidences a residual interest in the
assets of the issuing entity after deducting all
of its liabilities.

A ‘“financial derivative’ is a financial instru-
ment whose value changes in response to
changes in an observable market variable
(such as an interest rate, foreign exchange
rate, the price of a financial instrument or a
market index, including credit ratings), who-
se initial investment is very small relative to
other financial instruments with a similar res-
ponse to changes in market conditions and
which is generally settled at a future date.

‘Hybrid financial instruments’ are contracts
that simultaneously include a host contract
other than a derivative together with a finan-
cial derivative, called an embedded deriva-
tive, that is not individually transferable and
that has the effect that some of the cash
flows of the hybrid contract vary in the same
way as would the embedded derivative in
isolation.

Compound financial instruments are con-
tracts that simultaneously create a financial
liability and an equity instrument for the is-
suer (e.g. convertible bonds that give the

UCI

holder the right to convert them into equity
instruments of the issuing entity).

The following transactions are not treated
for accounting purposes as financial instru-
ments:

- Holdings in subsidiaries.

- Rights and obligations arising from emplo-
yee benefit plans.

ii) Classification of financial assets for valua-
tion purposes

Financial assets are presented in groups wi-
thin the different categories in which they
are classified for management and measu-
rement purposes, unless they are presented
as “Non-current assets and disposal groups
classified as held for sale”, or correspond to
“Cash, cash balances at central banks and
other demand deposits”, “Derivatives - hed-
ge accounting”, “Financial assets at fair va-
lue through other comprehensive income”,
or “Investments in subsidiaries, joint ventu-
res and associates” in which case they are

shown separately.

The classification criteria for financial assets
depend both on the business model for their
management and the characteristics of their
contractual flows.

The Company’s business models refer to the
way it manages its financial assets to genera-
te cash flows.

The Company takes the following factors into
account in defining these:
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- How the performance of the business mo-
del and the financial assets held in the busi-
ness model are assessed and reported to key
management personnel.

- The risks that affect the performance of
the business model (and the financial assets
held in the business model) and, in particular,
how those risks are managed.

- How business managers are remunerated.

- The frequency and volume of sales in pre-
vious years, as well as expectations of future
sales.

Analysing the characteristics of the contrac-
tual cash flows of financial assets requires
an assessment of the consistency of those
flows with a basic borrowing arrangement.
Contractual cash flows that are solely pay-
ments of principal and interest on the prin-
cipal amount outstanding meet this require-
ment.

Based on the above, the asset can be mea-
sured at amortised cost, at fair value through
other comprehensive income or at fair value
through profit or loss. Bank of Spain Circular
4/2019 of 26 November 2009 also establi-
shes the option to designate an instrument
at fair value through profit or loss under cer-
tain conditions. The Company uses the fo-
llowing criteria for the classification of debt
instruments:

- Amortised cost: financial instruments un-
der a business model whose objective is to
collect principal and interest flows, on which
there are no significant unjustified sales and
fair value is not a key element in the mana-

gement of these assets and the contractual
conditions give rise to cash flows on specific
dates, which are only payments of principal
and interest on the principal amount outs-
tanding. In this regard, sales other than those
related to an increase in the credit risk of the
asset, unforeseen financing needs (liquidity
stress scenarios) are considered as unjusti-
fied sales. In addition, the characteristics of
their contractual flows substantially repre-
sent a “basic funding agreement”.

- Fair value through other global result: finan-
cial instruments included in a business mo-
del whose objective is achieved through the
collection of principal and interest flows and
the sale of these assets, with fair value being
a key element in the management of these
assets. In addition, the characteristics of their
contractual flows represent substantially a
“basic financing arrangement”.

- Fair value through profit or loss: financial
instruments included in a business model
whose objective is not achieved through tho-
se mentioned above, fair value being a key
element in the management of these assets,
and financial instruments whose contrac-
tual flow characteristics do not substantially
represent a “basic financing arrangement”.
This section includes the portfolios classified
under the headings “Financial assets held for
trading”, “Financial assets not held for trading
mandatorily measured at fair value through
profit or loss” and “Financial assets designa-
ted at fair value through profit or loss”.
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Equity instruments are accounted for under
Bank of Spain Circular 4/2017 at fair value
through profit or loss unless the entity elects,
in the case of non-trading assets, to classify
them irrevocably at fair value through other
global result.

iii) Classification of financial assets for pre-
sentation purposes

Financial assets are included for presenta-
tion purposes, according to their nature on
the balance sheet, if any, in the following ca-
tegories:

- Cash, balances with central banks and other
demand deposits: cash balances and imme-
diately available amounts receivable arising
from deposits held at the Banco de Espaia
and other central banks.

- Derivatives: includes, where applicable, the
fair value, in favour of the Company, of finan-
cial derivatives that do not form part of ac-
counting hedges.

- Equity instruments: financial instru-
ments issued by other entities, such
as shares and participating interests,
which have the nature of equity instru-
ments for the issuer, unless they are in-
vestments in associates or jointly con-
trolled entities.

- Loans and advances: debit balances on cre-
dits or loans granted by the Company, as well
as, where applicable, other debit balances of
a financial nature in favour of the Company,
such as debit balances on bank accounts
held with other institutions, term accounts,

UCI

reverse repurchase agreements, cheques
drawn on credit institutions, balances recei-
vable from clearing houses and settlement
agencies for transactions on stock exchan-
ges and organised markets, guarantees given
in cash, accrued dividends receivable in fa-
vour of the Company, fees for financial gua-
rantees receivable and balances receivable
for transactions not originating from banking
operations and services such as the collec-
tion of rents and similar. They are classified
according to the institutional sector to which
the debtor belongs as follows:

- Central banks: claims of any kind on
central banks.

- Credit institutions: claims of every
kind on credit institutions, including de-
posits and money market operations,
on behalf of credit institutions.

- Customer: includes the remaining de-
bit balances of all credits or loans gran-
ted by the Company to customers.

- Derivatives - hedge accounting: offse-
tting entry for amounts credited to the
profit and loss account arising from the
valuation of portfolios of financial ins-
truments that are effectively hedged
against interest rate risk through fair va-
lue hedging derivatives.

iv) Classification of financial liabilities for pre-
sentation purposes

Financial liabilities are presented grouped
into the different categories into which they
are classified for management and measu-
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rement purposes, unless they are to be pre-
sented as “Derivatives - hedge accounting”,
which are shown separately.

Financial liabilities are included for valuation
purposes in one of the following portfolios:

- Financial liabilities held for trading (at fair
value through profit or loss): Financial liabi-
lities issued for the purpose of benefiting in
the short term from changes in their prices,
financial derivatives that are not considered
to be hedging instruments, and financial lia-
bilities arising from the firm sale of financial
assets acquired under resale or borrowing
arrangements (short positions).

- Financial liabilities designated at fair value
through profit or loss: Financial liabilities are
included in this category when more relevant
information is obtained either because this
eliminates or significantly reduces inconsis-
tencies in recognition or measurement (also
referred to as accounting mismatches) that
would arise in the measurement of assets
or liabilities or from the recognition of their
gains or losses on different bases, either be-
cause there is a group of financial liabilities,
or financial assets and liabilities, and they are
managed and their performance is evaluated
on a fair value basis in accordance with a do-
cumented risk management or investment
strategy and information on that group is also
provided on a fair value basis to the Com-
pany’s key management personnel. Liabili-
ties may only be included in this portfolio at
the date of issue.

- Financial liabilities at amortised cost: fi-
nancial liabilities that are not included in the
previous category and that correspond to
the typical fund-raising activities of financial

institutions, irrespective of the form in which
they are instrumented and their maturity.

At both 31 December 2022 and 31 Decem-
ber 2021, the Group did not hold any finan-
cial liabilities that, according to the applicable
standards, should be classified in any other
category.

v) Classification of financial liabilities for pre-
sentation purposes

Financial liabilities are included for presenta-
tion purposes, according to their nature in the
balance sheet, in the following categories, if
any:

- Derivatives: includes the fair value, with an
unfavourable balance for the Company, of
derivatives that do not form part of accoun-
ting hedges.

- Deposits: includes the amounts of repaya-
ble balances received in cash by the institu-
tion, except those in the form of negotiable
securities and those which are in the nature
of subordinated liabilities. It also includes,
where applicable, guarantees and cash de-
posits received, the amount of which may be
freely invested.

Deposits are classified according to the insti-
tutional sector to which the creditor belongs
into:

- Central banks: deposits of all types, inclu-
ding credits received and money market ope-
rations, received from the Banco de Espaiia
or other central banks.

- Credit institutions: deposits of every kind,
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including credit received and money market
operations on behalf of credit institutions.

- Customer: includes all other deposits, inclu-
ding the amount of money market operations
conducted through central counterparties.

- Debt securities issued: includes the amount
of debt securities and other debt securities in
the form of negotiable securities, other than
those in the form of subordinated liabilities.
This category includes, where applicable, the
component that is considered to be a finan-
cial liability of securities issued that are com-
pound financial instruments.

- Other financial liabilities: includes the
amount of obligations payable in the nature
of financial liabilities not included elsewhere.

- Derivatives - hedge accounting: includes
the fair value, against the Company, of finan-
cial derivatives designated as hedging instru-
ments in accounting hedges.

- Short positions: the amount of financial
liabilities arising from the outright sale of se-
curities received under reverse repurchase
agreements, securities lending or puttable
collateral.

UCI

e) Valuation and recording of results of finan-
cial assets and liabilities

Financial assets and liabilities are initially re-
cognised at fair value which, unless there is
evidence to the contrary, is the transaction
price. For instruments not measured at fair
value through profit or loss, the initial fair va-
lue is adjusted for transaction costs, in the
case of financial liabilities, that are directly at-
tributable to the issue or arrangement of the
financial liability, and for the amount of fees
and commissions and transaction costs that
are directly attributable to the acquisition or
arrangement of the financial asset. Subse-
quently, at the end of each reporting period,
they are measured in accordance with the
following criteria:

Valuation of financial assets

Financial assets, except for Loans and Re-
ceivables and Equity Instruments whose fair
value cannot be determined in a sufficiently
objective manner (as well as financial deriva-
tives that have these equity instruments as
underlying asset and are settled by delivery
of these equity instruments), if any, are me-
asured at their “fair value” at each balance
sheet date, without deducting any transac-
tion costs for their sale.

The “fair value’ of a financial instrument on a
given date is the price that would be received
to sell an asset or paid to transfer a liability
in an orderly transaction between knowle-
dgeable, willing parties in an arm’s length
transaction. The most objective and com-
mon reference for the fair value of a financial
instrument is the price that would be paid for
it in an active, transparent and deep market
(‘quoted price’ or ‘market price’).
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When there is no market price for a given fi-
nancial instrument, its fair value is estimated
on the basis of the price established in recent
transactions involving similar instruments or,
failing that, on the basis of valuation models
sufficiently tested by the financial communi-
ty, taking into account the specific characte-
ristics of the instrument to be valued and, in
particular, the different types of risk associa-
ted with the instrument.

Derivatives are recorded in the balance sheet
at their fair value from the trade date. If their
fair value is positive, they are recorded as
an asset and if negative, as a liability. On the
trade date, it is assumed that, unless there
is evidence to the contrary, their fair value is
equal to the transaction price. Changes in the
fair value of trading derivatives from the trade
date are recognised with a balancing entry in
the profit and loss account. Specifically, the
fair value of standard exchange-traded finan-
cial derivatives included in the trading portfo-
lios is assimilated to their daily quoted price
and if, for exceptional reasons, their quoted
price cannot be established on a given date,
methods similar to those used to value over-
the-counter derivatives are applied.

The fair value of OTC derivatives is the sum of
the future cash flows arising from the instru-
ment, discounted to present value at the me-
asurement date (“present value” or “theoreti-
cal close”), using methods recognised by the
financial markets, such as “net present va-
lue” or option pricing models, among others,
in the valuation process.

Balances of debt securities and loans and
advances under a business model whose
objective is to collect principal and interest

flows are measured at amortised cost, provi-
ded that they meet the Solely Payments of
Principal and Interest (SPPI) test, using the
effective interest rate method. Amortised
cost is the acquisition cost of a financial as-
set or liability plus or minus (as appropriate)
principal repayments and the portion syste-
matically taken to the consolidated income
statement of the difference between the ini-
tial cost and the corresponding redemption
value at maturity. In the case of financial as-
sets, the amortised cost also includes impair-
ment losses. For loans and advances hedged
in fair value hedging transactions, changes
in their fair value related to the risk or risks
hedged in these hedging transactions are re-
cognised.

The effective interest rate is the discount rate
that exactly matches the initial value of a fi-
nancial instrument to all its estimated cash
flows from all sources over its remaining life.
For fixed rate financial instruments, the effec-
tive interest rate coincides with the contrac-
tual interest rate established at the time of
acquisition plus, where applicable, fees and
transaction costs that, by their nature, form
part of the financial return. For floating rate
financial instruments, the effective interest
rate coincides with the prevailing rate of re-
turn in all respects until the first resetting of
the benchmark interest rate to take place.

Equity instruments and contracts related to
those instruments must be measured at fair
value. However, in certain specific circum-
stances the Company believes that cost is an
appropriate estimate of fair value. This may
be the case if recent available information is
insufficient to measure fair value, or if there
is a wide range of possible fair value measu-
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rements and cost represents the best esti-
mate of fair value within that range.

The amounts at which the financial assets
are recorded represent, in all material res-
pects, the Company’s maximum exposure to
credit risk at each reporting date.

Subsequent valuation of financial liabilities

Financial liabilities are generally measured at
amortised cost as defined above, except for
financial liabilities held for trading, financial
liabilities at fair value through profit or loss
and financial liabilities designated as hed-
ged items in fair value hedges (or as hedging
instruments) whose carrying amount is mo-
dified by changes in their fair value related
to the risk or risks hedged in those hedging
transactions. Changes in the credit risk ari-
sing from financial liabilities designated at
fair value through profit or loss shall be recog-
nised in accumulated other comprehensive
income, unless they create or increase an ac-
counting mismatch, in which case changes
in the fair value of the financial liability in all
respects shall be recognised in profit or loss.

Recording of results

As a general rule, changes in the carrying
amounts of financial assets and liabilities are
recognised with a balancing entry in the pro-
fit and loss account; a distinction is made be-
tween those arising from the accrual of inte-
rest and similar items (which are recognised
under interest income or interest expense,
as appropriate) and those arising from other
causes.

UCI

The latter are recorded at their net amount
under profits or losses on financial assets or
liabilities.

Fair value adjustments arising from changes
in:

- Financial assets at fair value through ac-
cumulated other global result are recogni-
sed temporarily, in the case of debt instru-
ments, in accumulated other global result
- ltems that may be reclassified to profit or
loss - Financial assets at fair value through
other global result, while in the case of equi-
ty instruments they are recognised in accu-
mulated other global result - ltems that will
not be reclassified to profit or loss - Changes
in fair value of equity instruments measu-
red at fair value through other global result.
Exchange differences on debt instruments
measured at fair value through accumulated
other global result are recognised in Exchan-
ge differences, net in the income statement.
Exchange differences on equity instruments
for which the option to measure at fair value
through accumulated other global result has
been irrevocably elected are recognised in
Accumulated other global result - ltems not
to be reclassified to profit or loss - Changes in
fair value of equity instruments measured at
fair value through other global result.

- ltems charged or credited to equity Ac-
cumulated other comprehensive income
- ltems that may be reclassified to profit or
loss - Financial assets at fair value through
other global result and Accumulated other
global result - ltems that may be reclassified
to profit or loss - Foreign currency translation
remain part of the Company’s equity until the
asset in which they arise is impaired or dere-
cognised in the consolidated balance sheet,
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at which time they are written off against the
consolidated income statement.

- Unrealised gains on assets classified as
non-current assets held for sale as part of a
disposal group or discontinued operation are
recognised with a balancing entry in equi-
ty under Accumulated other global result -
ltems that may be reclassified to profit or loss
- Non-current assets and disposal groups that
have been classified as held for sale.

Transfers of assets and derecognition of fi-
nancial assets and liabilities

The accounting treatment of transfers of fi-
nancial assets is conditioned by the extent
to which and the manner in which the risks
and rewards associated with the assets be-
ing transferred are transferred to third parties:

1. If the risks and rewards are substantially
transferred to third parties - in the case of
unconditional sales, sales under repurchase
agreements at fair value at the repurchase
date, sales of financial assets with a pur-
chased call or written put option deep out
of the money, asset securitisations in which
the transferor does not retain subordinated
financing or grant any credit enhancement to
the new holders, and other similar cases - the
transferred financial asset is derecognised,
while recognising any rights or obligations re-
tained or created as a result of the transfer.

2. If substantially all the risks and rewards
associated with the transferred financial as-
set are retained - in the case of sales of fi-
nancial assets under repurchase agreements
for a fixed price or for the sale price plus inte-
rest, securities lending agreements in which
the borrower has an obligation to return the

same or similar assets, in the case of asset
securitisations in which the transferor main-
tains some type of subordinated financing or
grants some type of credit enhancement to
the new holders that entails assuming subs-
tantial credit risk, and other similar cases -
the transferred financial asset is not derecog-
nised and continues to be measured on the
same basis as before the transfer. Instead,
they are recognised for accounting purposes:

- An associated financial liability for an
amount equal to the consideration received,
which is generally measured subsequently at
amortised cost.

- Both the income on the transferred (but not
derecognised) financial asset and the expen-
ses on the new financial liability.

3. Si If substantially all the risks and rewards
associated with the transferred financial as-
set are neither transferred nor retained - such
as sales of financial assets with a purchased
call or written put option that are neither
deeply in the money nor deeply out of the
money, securitisations where the transferor
assumes a subordinated financing or other
credit enhancement for a portion of the risk
of the transferred asset, and other similar ca-
ses - a distinction is made between:

- If the transferor does not retain control of
the transferred financial asset: it is derecog-
hised and any rights and obligations retained
or created as a result of the transfer are re-
cognised.

- If the transferor retains control of the trans-
ferred financial asset: it continues to carry it
on the balance sheet at an amount equal to
its exposure to changes in value and recog-

280 Economic & Financial Report



nises a financial liability associated with the
transferred financial asset. The net amount
of the transferred asset and the associated
liability is the amortised cost of the retained
rights and obligations if the transferred asset
is measured at amortised cost or the fair va-
lue of the retained rights and obligations if the
transferred asset is measured at fair value.

Accordingly, financial assets are only dere-
cognised when the rights to the cash flows
they generate have been extinguished or
when the risks and rewards associated with
them have been substantially transferred to
third parties. Similarly, financial liabilities are
only derecognised when the obligations they
generate have been extinguished or when
they are acquired by the Group (either with
the intention to cancel them or to reposition
them).

During the financial years 2022 and 2021 the
Group has not transferred any financial ins-
truments that have been removed from the
balance sheet.

f) Clearing financial instruments

Financial assets and financial liabilities are
offset, i.e., presented on the balance sheet
at their net amount, only when the entity has
both a legally enforceable right to offset the
amounts recognised in those instruments
and an intention to settle on a net basis, or to
realise the asset and settle the liability simul-
taneously.

As of 31 December 2022 and 31 December
2021, there are no financial assets or liabili-
ties for material amounts that have been off-
set in the balance sheet at that date.

UCI

g) Impairment of financial assets
Definition

The Company recognises impairment losses
on financial assets measured at amortised
cost, debt instruments measured at fair value
through other comprehensive income, lease
payments and commitments and guarantees
not measured at fair value.

An impairment loss for expected credit los-
ses is recognised with a charge to the income
statement for the period in which the impair-
ment becomes evident. Recoveries of pre-
viously recognised impairment losses, if any,
are recognised in the income statement for
the period in which the impairment ceases to
exist or is reduced.

For credit-impaired financial assets origina-
ted or purchased, the Company shall recog-
nise only cumulative changes in expected
credit losses over the life of the asset from
initial recognition as an impairment loss at
the reporting date. For assets measured at
fair value through other comprehensive in-
come, the portion of changes in fair value
due to expected credit losses is reflected in
the income statement in the period in which
the change occurs, with the remainder of the
measurement reflected in other comprehen-
sive income.

In general, the expected credit loss is esti-
mated as the difference between all con-
tractual cash flows to be recovered under the
contract and all cash flows expected to be
received discounted at the original effective
interest rate. In the case of purchased or ori-
ginated credit-impaired financial assets, this
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difference is discounted using the effective
interest rate adjusted for credit quality.

Depending on the classification of the fi-
nancial instruments, as mentioned in the fo-
llowing sections, expected credit losses may
be either 12-month or lifetime:

- 12-month expected credit losses: are the
portion of expected credit losses arising from
potential default events, as defined below,
that are expected to occur within 12 months
of the reporting date. These losses shall be
associated with financial assets classified as
“normal risk” as defined below.

- Expected credit losses over the life of the
financial instrument: these are the expected
credit losses arising from potential default
events that are expected to occur over the
life of the transaction. These losses are as-
sociated with financial assets classified as
“normal risk under special surveillance” or
“doubtful risk”.

For the purpose of estimating the expected
life of a financial instrument, all contrac-
tual terms (e.g. prepayments, duration, call
options, etc.) are taken into account, with
the contractual period (including extension
options) being the maximum period to be
considered for measuring expected credit
losses. In the case of financial instruments
with undefined contractual maturity and an
available balance component, the expected
life is estimated using quantitative analyses
to determine the period over which the entity
is exposed to credit risk, also considering the
effectiveness of management practices that
mitigate such exposure (e.g., ability to uni-
laterally cancel such financial instruments,
etc.).

The balances corresponding to impaired as-
sets are kept on the balance sheet, in their
entirety, until the recovery of these amounts
is considered by the remote Group.

The Group considers recovery to be remote
when the borrower suffers a notorious and
irrecoverable deterioration in its solvency,
when the liquidation phase of the insolven-
cy proceedings has been declared or when
more than 48 months have passed since its
classification as doubtful due to default and
it has no mortgage guarantee.

When the recovery of a financial asset is con-
sidered remote, it is written off the balance
sheet together with its provision, without pre-
judice to any actions that the Group may take
to try to recover it until its rights have been
definitively extinguished, whether by expiry
of the statute of limitations, forgiveness or
other causes.

Classification of financial instruments

For the purpose of calculating the impairment
allowance, and in accordance with its internal
policies, the Group classifies its financial ins-
truments (financial asset, risk or contingent
commitment) measured at amortised cost
or at fair value through other comprehensive
income into one of the following categories:

- Normal Risk (“Stage 1”): comprises all ins-
truments that do not meet the requirements
to be classified in the other categories.

- Normal Risk on Special Surveillance (“Pha-
se 2”): comprises all instruments that, while
not meeting the criteria for classification as
non-performing or write-off, exhibit signifi-

282___ Economic & Financial Report



cant increases in credit risk since initial re-
cognition.

For the purpose of determining whether a
financial instrument has increased its credit
risk since initial recognition and is therefore
classified as Stage 2, the Group uses quali-
tative criteria and does not use quantitative
criteria at the reporting date.

The Group uses various indicators that are
aligned with those used by the Group in its
normal credit risk management (e.g., irregu-
lar positions of more than 30 days and refi-
nancings). The Company, in financial year
2022, has defined these qualitative indica-
tors, for each of its portfolios, on the basis of
the particularities and standard management
practices in line with the policies currently in
place, which are based on the external pay-
ment behavior observed in its borrowers, ba-
sed on the information obtained from CIRBE
and ASNEF.

- Doubtful Risk (“Phase 3”): includes financial
instruments, whether due or not, in which,
without meeting the circumstances to clas-
sify them as written-off risk, there are reaso-
nable doubts as to their full repayment (prin-
cipal and interest) by the customer under the
contractually agreed terms. Also considered
in Phase 3 are off-balance sheet exposures
whose payment is probable but whose re-
covery is doubtful. Within this category, two
situations are differentiated:

A) Doubtful risk due to late payment: finan-
cial instruments, irrespective of their holder
and collateral, that are more than 90 days
past due in terms of principal, interest or con-
tractually agreed charges. Also, the amounts

UCI

of all transactions of a customer are consi-
dered in this category when the transactions
with overdue amounts more than 90 days
old are greater than 20 % of the outstanding
amounts receivable.

These instruments may be reclassified to
other categories if, as a result of the collec-
tion of part of the overdue amounts, the re-
asons for their classification in this category
disappear and the customer has no overdue
amounts more than 90 days old in other tran-
sactions.

B) Doubtful risk for reasons other than late
payment: this category includes doubtful re-
covery transactions that are not more than
90 days past due.

The Group considers a transaction to be
doubtful for reasons other than default when
an event, or several events combined, with
a negative impact on the estimated future
cash flows of the transaction has occurred.

These operations may be reclassified to other
categories if, as a result of a case-by-case
review, there is no reasonable doubt as to
their full repayment under the contractua-
lly agreed terms and there are no overdue
amounts more than 90 days old.

- Write-off risk: comprises all financial assets,
or the portion thereof, for which, after indivi-
dual analysis, recovery is considered remote
due to a significant and irrecoverable deterio-
ration in their creditworthiness.

In any case, except in the case of transac-
tions with collateral covering more than 10%
of the amount of the transaction, the Com-
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pany generally considers as remote recovery:
transactions of holders who are in the liqui-
dation phase of insolvency proceedings and
doubtful transactions due to late payment
that have been in this category for more than
4 years.

Balances relating to a financial asset are re-
tained on the balance sheet until they are
deemed to be “risk written off”, either in full
or in part, and are removed from the balance
sheet.

In the case of transactions that have been
only partially derecognised due to write-offs
or because part of the total amount is con-
sidered irrecoverable, the remaining amount
shall be classified in its entirety in the “doub-
tful assets” category, subject to duly justified
exceptions.

The classification of a financial asset, or part
of a financial asset, as “risk written off” does
not imply the discontinuation of negotiations
and legal proceedings to recover the amount
of the asset.

In accordance with the amendments intro-
duced by Bank of Spain Circular 3/2020 of 11
June, restructured, refinanced or refinancing
credit transactions do not necessarily have to
be classified as normal risk under special sur-
veillance when their classification as doubt-
ful risk does not apply. In other words, these
transactions may continue to be classified as
normal risk at the date of refinancing or res-
tructuring provided that the institution can
justify that it has not identified a significant
increase in credit risk since initial recognition.
Likewise, such transactions that are in the
normal risk category under special survei-

llance may be reclassified to normal risk pro-
vided that the significant increase in credit
risk has been reversed.

However, they must remain identified as res-
tructured, refinanced or refinancing until the
end of the minimum two-year probationary
period during which the holder must de-
monstrate good payment behaviour.

Calculation of the impairment allowance

The Company has policies, methods and pro-
cedures in place to hedge its credit risk, both
due to the insolvency attributable to counter-
parties and due to its residence in a specific
country. These policies, methods and proce-
dures are applied in the granting, study and
documentation of financial assets, contin-
gent liabilities and commitments, as well as
in the identification of their impairment and
in the calculation of the amounts necessary
to hedge its credit risk.

The asset impairment model in Bank of Spain
Circular 4/2017 and subsequent amend-
ments applies to financial instruments me-
asured at amortised cost and at fair value
through other comprehensive income, lease
payments, as well as commitments and gua-
rantees not measured at fair value.

The impairment loss represents the best es-
timate of the expected credit losses of the fi-
nancial instrument at the balance sheet date,
both individually and collectively:

- Individually: for the purpose of making esti-
mates of provisions for credit risk due to in-
solvency of a financial instrument, the Com-
pany makes an individualised estimate of
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the expected credit losses of those financial
instruments that are considered significant
and with sufficient information to make such
calculation.

The individual estimate of the impairment
loss on the financial asset is equal to the di-
fference between the gross carrying amount
of the transaction and the value of the esti-
mated cash flows expected to be collected
discounted using the original effective inte-
rest rate of the transaction. The estimate of
these cash flows considers all available infor-
mation on the financial asset and the effecti-
ve collateral associated with the asset.

- Collectively: the institution estimates ex-
pected credit losses on a collective basis in
cases where they are not estimated on an
individual basis. This includes, for example,
exposures to individuals, sole proprietors or
retail banking companies subject to standar-
dised management.

For the collective calculation of expected
credit losses, the Company has robust and
reliable internal models. For the develop-
ment of these models, instruments with si-
milar credit risk characteristics indicative of
the debtors’ ability to pay are considered.

The credit risk characteristics considered in
grouping instruments include, but are not li-
mited to: type of instrument, age of past due
amounts and any other factors that are rele-
vant to the estimation of future cash flows.

The Company performs retrospective and
follow-up tests on these estimates to assess
the reasonableness of the collective calcula-
tion.

UCI

On the other hand, the methodology requi-
red for the quantification of the expected
loss on credit events is based on an unbiased
and probability-weighted consideration of
a series of scenarios, considering a range of
between three and five possible future sce-
narios, depending on the characteristics of
each unit, that could impact the contractual
cash flows, always taking into account both
the time value of money and all available and
relevant information on past events, current
conditions and forecasts of the evolution of
macroeconomic factors that are shown to
be relevant to the estimation of this amount
(e.g: GDP (Gross Domestic Product), house
prices, unemployment rates, etc. ).

For the estimation of the parameters used
in the estimation of impairment provisions
(EAD (Exposure at Default), PD (Probability
of Default), LGD (Loss Given Default), the
Company has based itself on its experience
in the development of internal models for the
calculation of parameters both in the regula-
tory sphere and for management purposes,
adapting the development of the impairment
provision models under Bank of Spain Circu-
lar 4/2017 and subsequent amendments.

- Exposure at default: is the amount of risk in-
curred estimated at the time of counterparty
analysis.

- Probability of default: the estimated pro-
bability that the counterparty will default on
its principal and/or interest payment obliga-
tions.

- Loss given default: the estimate of the loss
given default is the estimate of the severity
of the loss incurred in the event of default.
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In any case, portfolio sales are included when
estimating the flows expected to be recove-
red. It should be noted that due to the reco-
very policy and the experience observed in
relation to the prices of past sales of assets
classified as phase 3 and/or write-offs, the-
re is no substantial divergence between the
flows obtained from recoveries after perfor-
ming a recovery management of the assets
with those obtained from the sale of asset
portfolios discounting the structural expen-
ses and other costs incurred.

The definition of default implemented in the
Company for the purposes of calculating
impairment allowance models is based on
the definition of article 178 of EU Regulation
575/2013 (CRR), which is fully aligned with
the requirements of Bank of Spain Circular
4/2017, which considers that there is a “de-
fault” in relation to a given customer/con-
tract when at least one of the following cir-
cumstances exists: that the entity considers
that there are reasonable doubts about the
payment of all of its credit obligations or that
the customer/contract s in a situation of irre-
gularity for more than 90 days with respect
to any significant credit obligation.

The Bank of Spain, on the basis of its expe-
rience and the information it has on the Spa-
nish banking sector, as well as forecasts on
future conditions, has estimated coverage
percentages, as an alternative solution in its
Circular 4/2017, for the collective estima-
tion of risk coverage, for doubtful risk due to
non-performing loans, as well as for Normal /
Normal Special Surveillance risk.

The Company currently applies the alterna-
tive solutions criteria to the “development

finance” portfolio.

Evaluation of the effectiveness of guaran-
tees.

Evaluation of the effectiveness of guaran-
tees.

The Entity assesses the effectiveness of all
associated guarantees by considering the fo-
llowing aspects:

- The time required to execute such guaran-
tees.

- The Entity’s ability to enforce or assert the-
se assurances in its favor

- Existence of limitations imposed by the lo-
cal regulation of each unit on the foreclosure
of collateral. In no case does the company
consider a guarantee to be effective if its
effectiveness depends substantially on the
solvency of the debtor.

According to the above, mortgage collateral
on immovable property, which is first charge,
duly constituted and registered, is conside-
red effective collateral. Immovable property
includes:

- Finished buildings and building elements.
- Urban land and land for development.

- Other real estate.

The Entity values guarantees according to
their nature in accordance with points 69 to

85 of Annex IX of Circular 4/ 2017 on the ba-
sis of the following:
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- Mortgage collateral on real estate associa-
ted with financial instruments, using full indi-
vidual valuations performed by independent
valuation experts and under generally accep-
ted valuation standards in the case of gran-
ting, as well as whether the thresholds defi-
ned in the standard will be exceeded. In the
case of collateral upgrades, where the thres-
holds are not exceeded, automated valuation
methods are used.

The Entity applies a number of adjustments
to the value of collateral in order to improve
the benchmark values:

- Adjustments according to the entity’s histo-
rical sales experience.

- Likewise, in order to adjust the value of the
guarantees, the time value of money is taken
into account on the basis of the institution’s
historical experience, estimating:

- Period of award/granting

- Estimated time of sale of the asset.

In addition, the Entity takes into account all
cash inflows and outflows related to such co-
llateral up to the time of its sale:

- Potential future income committed to the
borrower that may be accessed after the as-
set has been foreclosed.

- Estimated award/granting costs.

- Asset maintenance costs, taxes and com-
Mmunity costs.

- Estimated marketing or sales costs.

UCI

h) Recognition of income and expenses

Interest income, interest expense and similar
items are generally recognised on an accruals
basis using the effective interest method. In-
terest accrued on debtors classified as doub-
tful is credited to income upon collection,
which is an exception to the general rule.

Fees and commissions paid or received for
financial services, irrespective of their con-
tractual denomination, are classified in the
following categories, which determine their
recognition in the profit and loss account:

- Credit fees: fees that form an integral part of
the effective yield or cost of a financing ope-
ration. These fees are collected in advance
and can be of three types:

- Fees and commissions received for the
origination or acquisition of financing tran-
sactions that are not measured at fair value
through profit or loss. These fees shall be de-
ferred and recognised in the profit and loss
account over the life of the transaction as an
adjustment to the effective yield or cost of
the transaction under the same heading as
finance income or costs, i.e. ‘interest income’
and ‘interest expense’.

These fees may include fees for activities
such as assessing the borrower’s financial
condition, evaluating and registering perso-
nal guarantees, collateral and other security
arrangements, negotiating the terms of the
transaction, preparing and processing docu-
ments and closing the transaction.

- Fees agreed as compensation for the com-
mitment to provide financing when the com-
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mitment is not measured at fair value throu-
gh profit or loss and it is probable that the
entity will enter into a specific lending arran-
gement. Revenue from these fees is deferred
and recognised in profit or loss over the ex-
pected life of the financing as an adjustment
to the effective yield or cost of the transac-
tion. If the commitment expires without the
entity making the loan, the fee is recognised
as income at the time of expiry.

- Fees paid on the issue of financial liabili-
ties measured at amortised cost. They shall
be included together with the related direct
costs incurred, which shall not include costs
arising from the right to provide a service, in
the carrying amount of the financial liability
and shall be recognised in the income state-
ment as an adjustment to the effective cost
of the transaction.

- Non-credit fees: fees and commissions ari-
sing from the provision of financial services
other than financing operations, which can
be of two types.

- Relating to the performance of a service
that is provided over time: revenue shall be
recognised in the profit and loss account over
time, measuring progress towards comple-
te fulfilment of the performance obligation,
in accordance with Rule 15(15) of Circular
4/2017.

- Related to the provision of a service that is
performed at a specific point in time: these
fees accrue at the point in time when the
customer obtains control over the service,
such as in the case of securities underwriting
fees, currency exchange fees, advisory fees
or loan syndication fees where, in the latter

case, the institution does not retain any part
of the transaction for itself or retains it on the
same risk terms as the other participants.
Direct related costs are all costs that would
not have been incurred if the transaction had
not been concluded.

Personnel costs

Personnel costs include all of the Group’s so-
cial liabilities and obligations, compulsory or
voluntary, accrued at each moment, recogni-
sing obligations for extraordinary payments,
holidays and variable remunerations, as well
as associated expenses.

Remunerations at short term: this kind of
remunerations are valued, without update,
by the amount payable for services recei-
ved, generally registering them as personnel
costs for the year and including them on an
account under liabilities of the balance sheet
for the difference between the total accrued
expense and the amount satisfied at year
end.

Severances: according to the legislation in
force, the Entity is compelled to settling se-
verance payments to employees who are
dismissed without a justified cause. At year
end, the Entity does not count with a plan to
reduce its personnel which would lead to a
necessary provision for this concept.

i) Compensation of balances

Debtor or creditor balances originated in
transactions that, contractually or by legal
obligation, have the possibility of compensa-
tion and, if the intention is to settle these for
their net amount or for the asset to be rea-
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lised and the liability settled simultaneously,
are presented in the consolidated balance
sheet at their net amount.

j) Financial guarantees

Financial guarantees are those contracts un-
der which the Group is compelled to pay spe-
cific amounts on behalf of a third party in the
event of the latter not doing so, irrespective
of their legal nature, such as, among others, a
guarantee, a financial or technical guarantee
and irrevocable documentary credit issued or
confirmed by the Group.

Financial guarantees are classified based on
the credit risk attributable to the customer or
to the transaction and, if appropriate, consi-
dering the need for provisions. This credit risk
is determined by applying similar criteria to
those established for debt instruments me-
asured at their amortised cost.

If it was necessary to constitute a provision
for financial guarantees, commissions to be
accrued, which are registered in the caption
of Accruals of Liabilities in the consolidated
balance sheet, are reclassified into the co-
rresponding provision.

k) Income tax

The income tax expense for the year is calcu-
lated as the sum of the current tax resulting
from the application of the corresponding tax
rate to the taxable profit for the year (after
deducting tax credits allowable for tax pur-
poses) and the change in deferred tax assets
and liabilities recognised in the Company’s
income statement.

UCI

Deferred tax assets and liabilities include
temporary differences which are identified
as amounts expected to be payable or reco-
verable in respect of differences between
the carrying amounts of assets and liabilities
and their corresponding tax bases (“tax ba-
ses”), as well as tax loss carryforwards and
tax credit carryforwards. These amounts are
recognised by applying to the corresponding
temporary difference the tax rate at which
they are expected to be recovered or settled.

The heading “Tax assets” includes the
amount of all tax assets, distinguishing be-
tween: “current” (amounts to be recovered
for taxes in the next twelve months) and “de-
ferred” (includes the amounts of taxes to be
recovered in future years, including credits
for tax deductions or allowances pending off-
set).

Tax liabilities” includes the amount of all tax
liabilities, except tax provisions, which are
broken down as follows: “current” (includes
the amount of income tax payable on taxable
profit for the year and other taxes in the next
twelve months); and “deferred” (includes
the amount of income tax payable in future
years).

Deferred tax liabilities are recognised for all
taxable temporary differences.

Deferred tax assets, identified as temporary
differences, are only recognised if it is consi-
dered probable that the Group will have suffi-
cient future taxable profit against which they
can be utilised.
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At the end of each reporting period, the defe-
rred tax assets and liabilities are reviewed to
ensure that they are still valid, and the appro-
priate adjustments are made in accordance
with the results of the analyses performed.

The capitalised tax loss carryforwards
amount to approximately 77 million euros
at 31.12.22 and 80,4 million euros at 31 De-
cember 2021). As explained in note 31, an im-
pairment of 6,500 thousand euros has been
made in 2021 in relation to the tax credits
capitalised, in an exercise of prudence and in
accordance with the business plan, and the
recoverability of the amounts currently capi-
talised is considered highly probable with the
generation of consolidated taxable income.

1) Operating leases

On 1 January 2019, IFRS-EU 16 replaced IAS
17 “Leases”. The single lessee accounting
model requires the recognition of assets and
liabilities for all lease contracts. The standard
provides two exceptions to the recognition
of lease assets and liabilities, which can be
applied in cases of short-term contracts and
those where the underlying asset is of low
value.

The single lessee accounting model requires
the recognition of assets and liabilities for all
lease contracts. The standard provides two
exceptions to the recognition of lease assets
and liabilities, which can be applied in the
case of short-term contracts and those whe-
re the underlying asset is of low value.

To determine whether a contract is a lease or
whether it is another type of contract, such
as a contract for the provision of services, it

is analysed whether the following two condi-
tions are met: (i) the asset is identified in the
contract and (ii) the contracting party recei-
ving the asset has the right to control its use.

The term of the lease shall be equal to the
non-cancellable period of a lease, plus the
periods covered by the option to extend the
lease, if it is reasonably certain that the les-
see will exercise that option, and plus the
periods covered by the option to terminate
the lease, if it is reasonably certain that the
lessee will not exercise that option.

In operating leases, ownership of the lea-
sed asset and substantially all the risks and
rewards incidental to ownership remain with
the lessor.

When the Company acts as lessor in opera-
ting leases, it presents the acquisition cost of
the leased assets under “Tangible assets”.

These assets are depreciated in accordance
with the policies adopted for similar tangible
assets for own use and income from lease
contracts is recognised in the profit and loss
account on a straight-line basis under “Other
operating income”.

When the Company acts as lessee and the
contracts have a term of less than 12 months
or where the underlying asset is of low value,
the expenses of these contracts are recorded
under “Administrative expenses - Other ge-
neral administrative expenses” in the profit
and loss account.

When the Company acts as lessee and the
contracts have a term of more than 12 mon-
ths or where the underlying asset is not of
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low value, the Company recognises a lease liability in the balance sheet under “Financial liabi-
lities at amortised cost - other financial liabilities” and a right-of-use asset which are measured

as follows:

At agreement’s inception Subsequently

Lease liability

It is valued at the current value of lease payments that are
not paid at such date, using as discount rate the interest
rate, called “additional financing rate”, that would have to
be paid by the Entity to borrow, with similar term and gua-
rantee, the necessary funds to obtain a good of a similar
value than the right-of-use asset in a similar economic
environment.

However, in the case where such update is of scarce ma-
teriality, the entity values the liability, without updating the
flows, for the purpose of simplifying the estimate.

It is valued at amortised cost, using the
effective interest rate method, and is
remeasured (with the corresponding
adjustment in the related right-of-use
asset) when there is a change in future
lease payments in case of renegotia-
tion, changes in an index or rate, or in
the case of a new assessment of the
agreement’s options.

Right-of-use asset

It is valued at cost and includes the amount of the lease
liability’s initial valuation, payments made at inception
or before, initial direct costs and those for dismantling or
rehabilitation expected to be incurred when there is an

It is linearly amortised and is subject to
any impairment loss, where applicable,
according to the treatment established
for the remaining tangible and intangi-

obligation to bear them.

ble assets.

m) Property, plant and equipment

Tangible assets for own use correspond to
the property, plant and equipment that have
a continued use by the Group and property,
plant and equipment acquired under finance
leases. They are valued at their acquisition
cost less the corresponding accumulated
depreciation and, as applicable, less any im-
pairment loss determined by comparing the
net carrying amount with the corresponding
recoverable amount.

Depreciation is calculated systematically
using the straight-line method over the years
of estimated useful life for the assets on the
basis of their acquisition cost less their resi-
dual value.

The Group, reviews, at least at every year-
end, the estimated useful lives of property,
plant and equipment for own use with a view
to detecting any significant changes therein.
If such changes are detected, the useful lives
are adjusted by correcting the depreciation
charge to be recognised in the consolidated
income statement in future years on the ba-
sis of the new estimated useful life.

Upkeep and maintenance costs, relating to
property, plant and equipment for own use,
are charged to the consolidated income sta-
tement for the year in which they are incu-
rred.
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n) Intangible assets

Intangible assets are identifiable non-mo-
netary assets without physical substance.
Intangible assets are considered to be identi-
fiable when they are separable from other as-
sets because they can be disposed of, rented
or held individually or which arise as a con-
sequence of a contract or other type of legal
transaction. An intangible asset is recognised
when, in addition to satisfying the above defi-
nition, the Group considers that it is probable
that future economic benefits will be genera-
ted by this asset and its cost can be reliably
estimated.

Intangible assets are recognised initially at
their acquisition of production cost and are
measured subsequently at cost less, where
applicable, any accumulated depreciation
and any impairment loss.

In all cases, the Group recognises for accoun-
ting purposes any loss that might arise in the
recognised value for these assets arising from
impairment with the corresponding charge in
the consolidated income statement. The cri-
teria used to recognise the impairment los-
ses on these assets and, where applicable,
the reversal of impairment losses recognised
in prior years are similar to those used for
tangible assets.

o) Property, plant and equipment - Property
investments

This caption of the accompanying balance
sheet includes lands, buildings and other
constructions held by the Entity to be exploi-
ted under lease, in order to generate capital
gains at their sale, or for both purposes, ins-

tead of for own purpose in the production or
supply of goods or services for administration
purposes.

Property investments are registered at ac-
quisition price, which includes costs directly
allocable to the transaction and those neces-
sary for them to be operational.

Extension or improvement costs which imply
an increase in these assets’ profitability are
incorporated as higher value. On the other
hand, maintenance and repair costs which
do not improve their use or extend their use-
ful life are allocated to the profit and loss ac-
count when incurred.

Amortisation is calculated on the acquisition
cost, less their residual value, following the
linear method on the basis of the estate’s es-
timated useful life.

The Entity will value, at the date of the fi-
nancial statements, whether there are sig-
ns, both internal and external, that an asset
could be impaired, such as significant falls of
its market value, evidence of the element’s
obsolescence, and increases in the interest
rates that could materially affect the as-
set’s recoverable amount. In such case, the
entity will estimate the asset’s recoverable
amount and, independently, at least on an
annual basis. For these purposes, the reco-
verable amount is the highest amount of the
following: the fair value minus the necessary
selling costs, and its value in use.

A property investment will be impaired when
its carrying amount exceeds its recoverable
amount, in which case such impairment will
be recognised in the profit and loss account,
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reducing the asset’s carrying amount to its
recoverable amount.

p) Provisions and contingent liabilities

Provisions are considered to be the Group’s
present obligations arising from past events
that are considered to be clearly specified
at the balance sheet date, but which are
uncertain as to their amount or moment of
cancellation, on the settlement of which and
in order to be cancelled the Group expects
to incur an outflow of resources embodying
economic benefits. These obligations can
arise for the following reasons:

i) A legal or contractual provision.

i) An implicit or tacit obligation arising from a
valid expectation created by the Group with
third parties with regard to the assumption
of certain types of responsibilities. These
expectations are created when the Group
publicly accepts responsibilities, are derived
from past behaviour or business policies in
the public domain.

iii) The practically certain evolution of regu-
lations on certain aspects, in particular with
draft legislation that the Group cannot elude

Contingent liabilities are the Group’s possible
obligations arising as a consequence of past
events, whose existence is conditional on
the occurrence or non-occurrence of one or
more future events beyond the Group’s con-
trol. Contingent liabilities include the Group'’s
present obligations when it is not probable
that an outflow of resources embodying eco-
nomic benefits will be required to settle them

UCI

or for which the amount, in extremely rare
cases, cannot be quantified in a sufficiently
reliable manner.

Provisions and contingent liabilities are clas-
sified as probable when it is more plausible
that they will occur than otherwise, possible
when it is less plausible that they will occur
than otherwise and remote when the likeli-
hood is extremely rare.

The Group’s consolidated annual accounts
include all the material provisions in respect
of which it is considered more likely than
not that the obligation will have to be sett-
led. Contingent liabilities are not recognised
in the consolidated annual accounts but are
disclosed unless it is considered remote that
there will be an outflow of resources embod-
ying economic yields.

Provisions are quantified on the basis of the
best information available on the consequen-
ces of the events giving rise to them and are
estimated at each year-end. They are used to
meet the specific obligations for which they
were recognised and are fully or partially re-
versed when said obligations cease to exist
or are reduced.
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q) Non-current assets held for sale

Non-current assets and disposable groups of
elements classified as held for sale that co-
rrespond to the carrying value of individual
items, integrated in a disposal group or that
are part of a business unit held to be dispo-
sed of (discontinued operations) and which
sale is highly probable, in such assets’ cu-
rrent conditions, in the term of one year, to
be counted from the date of the annual ac-
counts. Consequently, the recovery of the
carrying amount value of these items, which
may be of a financial nature, will probably
take place through the proceeds obtained on
their disposal.

In the case of the property assets granted or
received as payment of debts, they are initia-
Ily recognised at the lowest amount between:
the financial asset’s updated carrying value
applied and the fair value at the moment of
granting or reception of the asset, minus es-
timated selling costs. The financial asset’s
applied carrying value is updated at gran-
ting date, treating the granted estate as real
guarantee and taking into account the co-
rresponding credit risk hedges in agreement
to its classification prior to the delivery. For
these purposes, the collateral will be valued
at its updated fair value (minus selling costs)
at the granting date. This carrying amount
will be compared with the previous carrying
amount and the difference will be recognised
as a hedge increase.

Additionally, the granted asset’s fair value
is obtained through appraisal, assessing the
need to apply a discount therein, derived
from the asset’s specific conditions or the
market situation for these assets, and in any

case, deducting selling costs estimated by
the entity.

Following the initial recognition, these pro-
perty assets granted or received in payment
of debts, classified as “Non-current assets
and disposable groups of elements classi-
fied as held for sale and the liabilities inclu-
ded in such groups” are valued at the lowest
amount between: their updated fair minus
estimated selling costs and their carrying va-
lue, being able to recognise an impairment or
reversal of impairment for the difference, if
applicable.

Non-current assets and disposable groups of
elements classified as held for sale are not
amortised as long as they remain in this ca-
tegory.

Profit and loss generated in the disposal of
non-current assets and disposable groups
of elements classified as held for sale and
liabilities included in disposable groups of
elements classified as held for sale, as well
as impairment losses and, where applicable,
their recovery, are recognised in the caption
“Profits or losses originated from non-current
assets and disposable groups of elements
classified as held for sale not admissible as
discontinued activities” of the consolidated
profit and loss account. The remaining in-
come and expenses corresponding to such
assets and liabilities are classified in items of
the consolidated profit and loss account ac-
cording to their nature.

Variations of the carrying value of elements
included in the caption of “Non-current as-
sets and disposable groups of elements clas-
sified as held for sale” are registered with
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counterpart in the caption “Other global ac-
cumulated results”. Non-current assets and
disposable groups of elements are classified
as held for sale.

r) Valuation of accounts in foreign currency

At initial recognition, accounts payable and
receivable in foreign currency are translated
to the functional currency by using the ex-
change rate at recognition date, understood
as the exchange rate for immediate delivery.
After initial recognition, the following rules
are applied to translate balances from foreign
to functional currency:

(i) Monetary assets and liabilities are trans-
lated to average exchange rate at the date of
annual accounts.

(i) Non-monetary items valued at historical
cost are translated to the exchange rate at
acquisition date.

(iii) Non-monetary items valued at fair value
are translated to the exchange rate at the
date in which fair value is determined.

(iv) Income and expenses are translated by
applying the exchange rate of the date of
transaction. Nevertheless, the period’s ave-
rage exchange rate is used for all transactions
carried out throughout such period, unless in
case of significant variations. Depreciations
are translated to the exchange rate applied to
the corresponding asset.

Exchange differences in the translation of
accounts payable and receivable in foreign
currency are generally registered on the con-
solidated income statement.

UCI

s) Consolidated statement of cash flows

The consolidated statement of cash flows
uses certain concepts defined as follows:

(i) Cash flows refer to additions and dele-
tions of cash and equivalents, understood as
short-term investments of high liquidity and
low risk of value alterations.

(i) Operating activities, typical within the
Group, and other activities which shall not
be qualified as investment or financing acti-
vities.

(ii) Investment activities corresponding
to the acquisition, disposal or use by other
means of long-term assets and other invest-
ments not included within cash and equiva-
lents.

(iv) Financing activities which cause changes
in the size and composition of equity and lia-
bilities not included within the operating ac-
tivities.

t) Consolidated statement of changes in
equity

The consolidated statement of changes in
equity presented on these consolidated an-
hual accounts shows the total variations in
equity during the year. This information is, in
turn, broken down into two statements: con-
solidated statement of recognised income
and expenses and consolidated statement of
changes in equity. The main characteristics
of the information contained on both parts of
the statement are explained below:
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u) Consolidated statement of recognised in-
come and expenses

This part of the consolidated statement of
changes in equity presents income and ex-
penses generated by the Group as a conse-
quence of its activity during the year, distin-
guishing among those registered as results in
the consolidated income statement for the
year and other income and expenses directly
registered on equity, in accordance with the
regulation in force.

Therefore, this statement presents the fo-
llowing:

(i) Results for the year.

(i) Net amount of income and expenses
transitorily recognised as valuation adjust-
ments in equity.

(iii) Net amount of income and expenses de-
finitively recognised in equity.

(iv) Corporate income tax accrued for con-
cepts included on captions i) and ii) above.

(v) Total recognised income and expenses,
calculated as the sum of the sections above.

Variations of income and expenses recogni-
sed in equity as valuation adjustments are
broken down as follows:

(i) Profit (loss) for valuation: it includes the
amount of income, net of expenses origi-
nated within the year, directly recognised in
equity. Amounts recognised in the year of
this account are maintained therein, althou-

gh, during the same year, they are transferred
to the income statement at initial value of
other assets or liabilities, or reclassified into
another item.

(i) Amounts transferred to the income state-
ment: it includes the amount of profit or loss
previously recognised in equity, even on the
same year, which are recognised on the inco-
me statement.

(iii) Amount transferred at initial value of he-
dged items: it includes the amount of profit
or loss from valuation, previously recognised
in equity, even in the same year, which are re-
cognised on the initial value of assets or liabi-
lities as a consequence of cash flow hedging.

(iv) Other reclassifications: it includes the
amount of transfers during the year among
items of adjustments from valuation as per
criteria established by the regulation in force.

Amounts on these items are presented at
their gross quantity, showing their correspon-
ding tax effect under the caption “Corporate
income tax” of the statement.

v) Consolidated statement of changes in
equity

This part of the consolidated statement of
changes in equity shows all changes in equi-
ty, including those originated in changes in
accounting criteria and error corrections.
Therefore, this statement shows a reconcilia-
tion of the accounting value at opening and
closing date of all items included within equi-
ty, grouping movements based on their natu-
re, under the following items:

296___ Economic & Financial Report



i) Adjustments from changes in accounting
criteria and error corrections:itincludes chan-
ges in equity originated as a consequence of
the retroactive re-expression of balances in
the annual accounts originated in changes in
accounting criteria or error corrections.

(ii) Income and expenses recognised during
the year: it includes, in aggregate, the afore-
mentioned total amount of items registered
in the statement of recognised income and
expenses.

(iii) Other variations in equity: it includes the
remaining items registered in equity, such
as increases or decreases of the allocation
fund, distribution of results, transactions with
treasury stock, payments with capital instru-
ments, transfers among items on the equity,
and any other increase or decrease in the
consolidated equity.

w) Own equity instruments

Own equity items are considered to be those
that meet the following conditions:

- They do not include any type of contractual
obligation for the issuing entity that involves:
delivering cash or another financial asset to a
third party; or exchanging financial assets or
financial liabilities with a third party on terms
that are potentially unfavourable to the entity.

- Whether it can be, or will be, settled in the
issuer’'s own equity instruments: when it is a
non-derivative financial instrument, it does
not involve an obligation to deliver a varia-
ble number of its own equity instruments; or
when it is a derivative, it is settled for a fixed
amount of cash or another financial asset in

UCI

exchange for a fixed number of its own equity
instruments.

Business conducted with own equity items,
including their issue and redemption, are re-
cognised directly with a balancing entry in
consolidated equity.

Changes in value of instruments qualifying as
own equity instruments are not recognised in
the financial statements; consideration re-
ceived or given in exchange for such instru-
ments is added to or deducted directly from
consolidated equity and transaction costs
are deducted from equity.

The initial recognition of equity instruments
issued to settle a financial liability in whole
or in part is at fair value, unless the fair va-
lue cannot be reliably measured. In this case,
the difference between the carrying amount
of the financial liability (or part of it) extingui-
shed and the fair value of the equity instru-
ments issued is recognised in profit or loss.

x) Hybrid financial instruments

A financial instrument is a contract that gi-
ves rise to a financial asset in one entity and,
simultaneously, a financial liability or equity
instrument in another entity.

An equity instrument is a legal arrangement
that evidences a residual interest in the as-
sets of the issuing entity after deducting all
of its liabilities. A financial derivative is a fi-
nancial instrument whose value changes in
response to changes in an observable mar-
ket variable (such as an interest rate, foreign
exchange rate, the price of a financial instru-
ment or a market index, including credit ra-
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tings), whose initial investment is very small
relative to other financial instruments with a
similar response to changes in market condi-
tions and which is generally settled at a futu-
re date.

Hybrid financial instruments are contracts
that simultaneously include a host contract
other than a derivative together with a finan-
cial derivative, called an embedded deriva-
tive, that is not individually transferable and
that has the effect that some of the cash
flows of the hybrid contract vary in the same
way as would the embedded derivative in
isolation.

Compound financial instruments are con-
tracts that simultaneously give rise to a finan-
cial liability and an equity instrument for the
issuer (e.g. convertible bonds that give the
holder the right to convert them into equity
instruments of the issuing entity). Contin-
gently convertible preference shares (“Co-
Cos”) into ordinary shares eligible for own
funds purposes as additional tier 1 capital,
with the possibility of purchase by the issuer
in certain circumstances, the remuneration
of which is discretionary, and which will be
converted into a variable number of newly
issued ordinary shares in the event that the
consolidable group, of which the entity is the
parent, has a capital ratio below a certain per-
centage (trigger event), as both terms are de-
fined in the relevant issue prospectuses, are
accounted for by the Group as compound
instruments (see note 23).

The liability component reflects the issuer’s
obligation to deliver a variable number of
shares and the equity component reflects
the issuer’s discretion to pay the associated

coupons. To make the initial allocation, the
Company estimates the fair value of the lia-
bility as the amount it would have to deliver if
the trigger event were to occur immediately,
so the equity component, calculated as the
residual amount, is zero.

Due to the aforementioned discretionary na-
ture of coupon payments, coupons are de-
ducted directly from the Group’s equity.
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12. Customer service and money

aundering

Customer service

Order ECO 734/2004, of 11 March, of the
Ministry of Economy, established, among
others, the obligation for customer care ser-
vices and departments of financial entities
to elaborate an annual report explaining their
activities, in the terms contained in article 17
of such Order, establishing the compulsory
inclusion of a summary of such report in the
Notes to the Financial Statements of such
financial entities. Additionally, if there is a
figure of Customers’ Ombudsman, such le-
gal text establishes these same obligations,
always for clarification purposes of activities
performed during the year.

During 2022, the total number of comp-
laints/complaints amounted to 2,684 (5,339
in 2021). The 2,684 claims are broken down
as follows:

- 2,684 processed by Customer Services
(5,339in 2021).

- 39 processed by the Customer Ombuds-
man (264 in 2021).

- 931 processed and inadmissible (1,931 in
2021).

The complaints received and admitted for
processing amounted to 1,753 (3,408 in
2021), with 88 pending resolution on 31 De-
cember 2022 (44 in 2021).

The most significant reasons for the total
number of complaints filed during 2022 are
as follows.

- Operation’s processing expenses.

- Delay interests, loan’s early termination and
commissions, including opening fees.

It should be noted that the above-mentioned
reasons have been the subject of complaints
either jointly or separately and, in some ca-
ses, reiterated by customers.

As of 31 December 2022, complaints/claims
have been resolved as follows:

- Favourable to the customer: 364 (454 in
2021).

- Unfavourable to the customer: 1,764 (2,910
in 2021).

Of the complaints resolved in favour of the
customer, in 18 cases (32 in 2021) financial
rights were recognised for the customer. In
addition to the complaints handled by the
customer service department and by the
customer ombudsman (SAC), economic ri-
ghts have been recognised for customers in
other complaints for various reasons, hand-
led directly by the Entity, which has entailed a
cost, in 2022, of 12,728.28 euros (14,573.07
euros in 2021).
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It should also be noted that, of the complaints
received, a total of 8 were filed by customers
with the Bank of Spain’s Department of Insti-
tutions (37 were filed in 2021). Likewise, and
although they do not strictly speaking consti-
tute complaints, S2 requests for information
have been filed with the CIRBE service (in
2021 a total of 66 requests for information
were filed with the CIRBE service) and 230
non-bank complaints.

Criteria considered in the resolution of claims
are mainly based on the following aspects:

- Adaptation and compliance with the appli-
cable regulation in force at all times.

- Compliance with assumed contractual obli-
gations, by each of the parties’ signature in
the contract (client and Entity).

- Information provided by the Entity to the
client, both in the pre-contractual stage and
throughout the contract’s validity.

- Adaptation to banking best practices.

Situation posed by the client, in particular
in cases of vulnerability or risk of exclusion
caused by the economic crisis or unforeseen
situations.

Thus, when solving claims, not only objective
facts are considered (such as the applicable
standard and best banking practices), but
also the personal situation communicated by
the client, trying to reach a solution adapted
to each client’s specific circumstances. With
regard to claims posed by customers for pay-
ment difficulty, since the Entity adhered to
the Best Practice Code, clients are informed

and responded based on these regulations
and best banking practices.

Additionally, a basic principle of the SAC is
the protection of the client’s interest and, in
compliance with this principle, agreements
have been offered and reached with clients
to solve at their satisfaction pretensions con-
sidered on their claims. Furthermore, in cases
where the claim has been escalated to the
Entities Department (DCE) of Bank of Spain,
specific actions performed by the SAC have
also focused on rectifying the entity’s perfor-
mance, in favour of consumers. Accordingly,
in 2022, the DCE has accepted the Entity’s
rectifications in 6 files, therefore adapting the
entity’s performance to best banking practi-
ces.

Lastly, it should be noted that the Entity has
additionally received lawsuits from clients,
which most significant reasons coincide with
those filed before its customer care depart-
ment. UCI Management considers that pro-
visions allocated in relation to these proce-
dures are appropriate at December 31, 2022.
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Money laundering

Regulatory Compliance and Money Launde-
ring Prevention

During 2022, UCI Group has continued per-
forming the necessary follow-up on the
field of Regulation Compliance and Money
Laundering Prevention, including the appli-
cation of necessary measures in the estate
selling activity, within the framework of Law
10/2010 on Money Laundering Prevention,
all the above in order to control its reputatio-
nal and operative risk.

From the general point of view of the Com-
pliance function, in terms of regulations,
ethics, good corporate governance and com-
plaints management, the necessary adapta-
tions and monitoring have continued to be
carried out to maintain the good results in
the number and treatment of complaints,
and to establish internal policies that esta-
blish ethical criteria and mitigate the risk of
non-compliance with regulations in the per-
formance of the activity. These policies are
available to employees and are set out in the
following documents and procedures: Code
of Ethics, Ethical Alert Procedure (whist-
le-blowing), Money Laundering Prevention
Manual, Catalogue of operations with risk
of money laundering in credit institutions
and in the real estate activity, Catalogue of
good and bad practices in the financing and
real estate activity, Criminal Risk Prevention
Manual, Customer Interest Protection Policy,
Anti-corruption Policy and Gift Policy. During
the year 2021, the “Guide of standards of
conduct with customers in default” and the
Policy of relations with authorities and Public
Administrations and the Policy of conflicts of
interest have been incorporated.

UCI

In relation to the money laundering preven-
tion device, the fundamental working lines
during 2022 have been the following:

- Monitoring of the system for managing
alerts of potentially suspicious operations
of money laundering and terrorist financing,
both for the area of financing and for the area
of real estate sales, without prejudice to the
subsequent detailed analysis of each file.

- Review of the money laundering prevention
system by an External Expert, in accordance
with the provisions of Law 10/2010, of April
28, 2010, on the prevention of money laun-
dering and financing of terrorism.

- Performance of the internal verification of
the money laundering prevention system by
UCI’s Internal Audit Department.

- Review and update of the risk self-assess-
ment report on money laundering prevention
- Review and update of the risk self-assess-
ment report on money laundering prevention.

Gifts and Invitations Policy. Anti-Co-
rruption and Anti-Bribery Policy.

Likewise, at UCI we have a Gifts and Invita-
tions Policy which, together with the anti-co-
rruption and anti-bribery policy, form part of
the criminal prevention system and which
establishes the guidelines to be taken into
account in relation to the possible giving or
acceptance of gifts in the UCI Group, to avoid
incurring in actions contrary to the regula-
tions and internal procedures.
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In addition to the gifts and invitations policy,
we have an anti-corruption and anti-bribery
policy. The UCI Group is committed to a “zero
tolerance” policy with respect to any type
of corruption and/or bribery activities, in all
forms and circumstances in which they may
occur. The anti-corruption and anti-bribery
policy aims to identify the most common
scenarios in which these types of activities
may occur and how to proceed to identify,
prevent and avoid them.

Consumer Protection Policy (Protec-
tion of Customer Interests)

One of the UCI Group’s main objectives is to
respect the interests of customers and their
inherent rights. Therefore, the Consumer
Protection function is a relevant function wi-
thin the scope of Compliance.

Within this framework, the UCI Group has
established its Consumer Protection Policy,
which is based on the following principles:

- Fair and respectful treatment. For the UCI
Group, fair treatment of customers is a stra-
tegic element that is part of the corporate
culture. It is essential to place the custo-
mer at the center of the business, fostering
a relationship of trust between both parties.
Customers have the right to be treated with
respect and in an honest, fair and non-discri-
minatory manner, with high ethical standards,
using clear language and ensuring prompt, ri-
gorous, diligent and efficient management,
with special emphasis on transparency with
the customer.

- Design of products and services with a cus-
tomer vision. The UCI Group is a socially res-

ponsible organization and, as such, one of its
fundamental objectives is to have a correct
design of its financial products and services,
always within the scope of national and inter-
national regulations on consumer protection.
-Transparency in communication. Commu-
nications with the customer throughout the
entire customer relationship cycle must be
carried out with transparency and quality, re-
gardless of the time at which they take place.
UCI promotes communication based on pro-
viding accurate and sufficient information,
with clear and simple language

- Responsible pricing, taking into account
consumer protection and price competition
regulations.

- Consideration of customers’ special cir-
cumstances and prevention of over-indeb-
tedness, based on the responsible granting of
financing and, where appropriate, taking into
account the special circumstances and/or
financial difficulties of customers in order to
proceed in their best interest and offer them
viable solutions.

- Data protection, carrying out a rigorous ma-
nagement of data based on current regula-
tions, applying the principles of legality, loyal-
ty, transparency and accuracy.

- Claims Management.The principles gover-
ning the performance of the S.A.C. are ac-
cessibility, independence, specialization and
continuous improvement.

- Financial education. Knowledge of the sys-
tem and of the principles of personal and fa-
mily finance is essential to mitigate possible
lack of understanding of financial products
and services that may lead to possible con-
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flicts that may arise with the entities. Finan-
cial education aims to contribute to the im-
provement of the financial culture of citizens,
providing them with tools, skills and knowle-
dge to make informed and appropriate finan-
cial decisions, helping consumers to enjoy a
higher degree of protection.

- Responsible innovation. Responsible inno-
vation within the UCI Group is defined as the
use of new and improved products, services
and processes, complying with the evolution
of consumer needs, and avoiding barriers
to access, understanding, use or utilization
of those products, services or processes by
customers, in order to achieve customer sa-
tisfaction

General Policy on Conflicts of Interest.

Similarly, in the UCI Group we have a Gene-
ral Policy on Conflicts of Interest, the purpose
of which is to make available to employees,
directors and UCI Group entities the guide-
lines for preventing and managing conflicts
of interest that may arise as a result of their
activities.

This policy has been developed taking into
account criteria of proportionality with res-
pect to the structure of the UCI Group in or-
der to identify the circumstances in which
conflicts of interest may arise, and the in-
ternal reference regulations establishing the
mechanisms for preventing and managing
conflicts of interest, in particular:

- Code of Ethics

- Internal Governance Policy

UCI

- Remuneration Policy - Policy on Outsour-
cing of Essential Services

- Anti-Corruption and Anti-Bribery Policy

- Anti-Corruption and Anti-Bribery Policy.
Gifts and Invitations Policy

- Know Your Intermediary Procedure - Su-
pplier Contracting Procedure and Supplier
Code of Conduct.

Whistleblowing Channel

The Group has a Whistleblowing Channel,
which is a procedure for reporting breaches,
allowing Group employees to confidentially
report any conduct that may imply a breach
of the corporate governance system or the
commission by any Group employee of any
act contrary to the law (in particular any ac-
tion that may be criminal) or to UCI’s rules
of conduct, as set forth in the Code of Ethics
and in the internal policies and procedures of
the Compliance Activity.

Compliance Activity

1. Whistleblowing Channel. During fiscal year
2022, three complaints have been received
through this whistleblowing channelin Spain.

2. Gifts and invitations. During 2022 there
were no incidents related to the Gift Policy.

3. Prevention of Money Laundering Alerts.
During 2022 a total of 1,835 alerts were
analyzed in Spain, of which 9 were repor-
ted to the OCI (Internal Control Body) and of
these 9, 1 was reported to SEPBLAC. Likewi-
se, the process of continuous review of the
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customer portfolio has continued, from the
point of view of money laundering preven-
tion, which has involved the analysis of 444
additional alerts generated through the con-
tinuous monitoring process.

In Greece, 25 alerts have been analyzed and
none has been communicated to the local
regulatory body.

In Portugal, 614 alerts have been analyzed
and one has been communicated to the local
regulator.

Awareness and training provided on
Regulatory Compliance issues

During 2022, the Compliance area has conti-
nued with the training and awareness-raising
work, in order to train, inform and raise awa-
reness among employees about the possible
Compliance risks and provide them with the
necessary tools to identify and prevent them,
as well as to mitigate them in case of mate-
rialization of such risk.

Likewise, during this fiscal year 2022, the fo-
llowing training actions have been carried out
on Compliance matters (Criminal Risk, Pre-
vention of Money Laundering, Data Protec-
tion, International Sanctions and Embargos,
Competition Law, Anti-Corruption Training,
Validation and monitoring of products, Ad-
vertising of banking products and services,
and Volcker) and internal dissemination ac-
tions of contents related to Compliance mat-
ters have been carried out.

The scope of all the training has been for the
entire staff, except for the training on com-
petition law and advertising of products and

services, which has been addressed to ma-
nagers, including senior management. Regar-
ding Volcker training, it has been addressed
to a specific group of employees and mana-
gers.

Internal communications to raise awareness
of contents related to Compliance matters
have been as follows:

- Transparency Culture

- Compliance Culture

- Prevention of money laundering

- Communication of Ethics Alert procedure

- Communication of anti-corruption policy
and Gift Policy - Communication of Criminal
Risk Prevention Manual.

Regulatory developments

Within the framework of the Complian-
ce function, one of the main aspects is the
identification and analysis of regulatory and
normative developments with an impact on
the Entity. Infiscal year 2022, 52 information
communications on new regulations in Spain
have been disseminated.
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13. Credit risk

Introduction

As the supreme management body, the
Board of Directors establishes the Group’s
risk policy and supervises compliance with
this. The Board of Directors determined the
operating limits and the delegation of powers
for credit risks, market risks and structural
risks.

One of the pillars on which the activity of a
Financial Entity is sustained is correct risk
management. Control over this is the guaran-
tee for the survival of our business over the
course of time. The main objectives in risk
management are the following:

- Optimise the relation between the assu-
med risk and profitability.

- Adapt capital requirements to risks assu-
med by the Group. For the Group, it is essen-
tial to establish a capital planning to ensure
its long-term solvency, so as not to commit
its business model or risk profile.

In the Group, risk management is carried out
with regard to the origin of the risk. Because
of the Group’s business, there is a main dis-
tinction among the following:

- Credit Risk (in which the customer credit
risks are concentrated, over 90% of the total
risk) - Market Risk

- Operating Risk

- Equity and solvency Risk (see note 5)

UCI

All of these are handled and mitigated with all
of the latest techniques currently available.

The Group has drawn up management plans
in accordance with the needs derived from
the different types of risk. The understanding
of risk management has a continuous pro-
cess has led to the management processes
for each risk, with the measurement tools for
their administration, appraisal and monito-
ring, as well as to the definition with suitable
circuits and procedures, which are reflected
in management manuals or in the Credit or
Recollection Committees.

Grouped below by headings are the different
matters that, in the most material manner,
distinguish risk Management and Control wi-
thin the UCI Group.

Credit risk management

Internal organization

The Board of Directors has delegated to
the Credit Risk Committee, comprising the
Chairman and the General Director, the ope-
rating decisions that, based on their profile,
do not have their decision delegated to other
executive levels. The Board has established
that the Credit Risk Committee can decide
on transactions for any amount.

At the executive level within the Risk Direc-
torate, it is the National Authorisation Centre
(N.A.C.) is the body responsible for the deci-
sions on all files.
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In order to provide ourselves with a conso-
lidated, consistent and solid database, UCI
has opted to centralise the codifying process,
thereby avoiding the appearance of multiple
criteria with regard to the interpretation of
data to be codified. One of the main conse-
quences of this form of organisation is the
suitability of the databases with regard to the
elaboration of our scoring model. This pro-
cess is integrated in the N.A.C., which reports
directly to the Risk Director.

In order to ensure quality in codifying, the
N.A.C. is periodically submitted to controls
by the Policies and Methods Department and
the Internal Audit Department.

Most decisions are taken in a centralised
manner in the N.A.C.

Risk analysts from the N.A.C. decide transac-
tions based on their authorisations. Those ex-
ceeding such authorisations are submitted to
the decision by the N.A.C. Committee or to
the Risk Committee, as appropriate.

The activity carried out by the area is mon-
thly reviewed from the point of view of equip-
ment productivity, decision quality, assumed
risk levels and transformation rates, in order
to meet the established standards.

In addition to the N.A.C., there are other de-
partments that outline the organisational
plan for Risk Management in UCI.

The Policy and Method Department, depen-
dent on the Risk Directorate, is entrusted
with the responsibility of defining and imple-

menting the policies and procedures to be fo-
llowed in putting together a loan, its proces-
sing and decision. Similarly, it is responsible
for the training, supervision and control for
the correct application of policies and proce-
dures, both in our agencies and in the N.A.C.

The Agents’ Department, integrated under
this same directorate, is in charge of moni-
toring, controlling and encouraging the ad-
ministrative agency network with which we
work. They are also responsible for the pro-
per application of our selection policy from
the point of view of legal security for transac-
tions.

And, finally, the Valuation Department is res-
ponsible for supervising the activities carried
out for us by the valuation firms, giving decisi-
ve support for those transactions that require
a technical report.

The quality of the setting-up, analysis and
decision processes for loan dossiers, as well
as those corresponding to the Agency and
Valuation Departments have obtained the
AENOR certification in Spain for complian-
ce with the Spanish Standard UNE-EN ISO
9001:2008 in March 2003, and which is ex-
tended throughout the commercial network.
Each year, follow-up audits are performed.
The certification is renewed every three
years; the last renewal is from 2020.

Control over external collaborators

In UCI, risk control is present in all the phases
for processing a dossier and affects not just
the internal management units but also in-
cluded those tasks delegated to our external
collaborators.
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This also allows us to have the administration
agencies network connected by computer
with our central systems, with vertical inte-
gration in our management system.

It should be noted that, for UCI, the adminis-
trative agencies do not merely perform admi-
nistrative procedures, but are also empowe-
red by UCI and are responsible for the proper
legal handling of our transactions, being res-
ponsible for the following processes, among
others: searching and analysing property re-
gister information, preparing and carrying out
the signing process, acting as representatives
with powers of attorney from our entity, filing
deeds in the corresponding registries, cance-
lling charges prior to our mortgage appearing
in the registry so as to guarantee this having
first call, settling taxes and sending the deeds
for filing once all the appropriate controls
have been carried out so as to guarantee the
risk levels established .

It is important to point out that the success
of their task depends to a great extent on
the control processes established in the ma-
nagement systems designed by UCI for this
activity.

Furthermore, the valuation process is also
subject to control and supervision by our sys-
tems without this detracting from the valua-
tion companies’ total liberty for determining
the value of the security.

The interconnection of our respective com-
puter systems allows us to establish automa-
tic quality controls that go beyond the simple
requirement for a minimum demanded va-
luation amount. Among other aspects, these
controls cover re-locatability, the adaptation

UCI

of the asset to demand, community costs,
the need for alterations, the regime to which
is subject, the possible presence of third par-
ties with preferential rights, etc.

Any anomaly detected requires the dossier
to be sent to the N.A.C. for a further decision
in which the risk factors arisen in the valua-
tion are considered.

Scoring model and risk cost

Since its creation, one of UCI's most constant
concerns has been to try and create a model
for the performance of our loan portfolio. In
2015, the Entity set up in Spain the eighth
version of the scoring model constructed in
a historical record of homogeneous events
since 1999.

This model, more granular in its scaling than
the previous ones, makes it possible to dis-
criminate between different categories in
customers in respect of homogeneous pay-
ment behaviour, anticipating the probability
of default.

Scoring forms an integral part of the selec-
tion parameters when it comes to selecting
a given risk.

In order to complete the view of the risk as-
sociated with our dossiers, we have designed
a provisional risk cost that allows us to quan-
tify the expected loss on a dossier based on
their score and the percentage of financing
with regard to the guarantee’s value.
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Such risk cost is included in our pricing mo-
del so as to be able to manage individually
the financial conditions to be assigned to the
dossier based on its risk.

In Portugal, the fifth version of the scoring
system specific to the retail business in Por-
tugal, built on the experience of the actual
payment behaviour of UCI’s customers sin-
ce its inception, was implemented in 2020.
Portugal represented 7% of UCI, S.A., E.FC.’s

Expected %

Additionally, the economic capital, apart
from depending on the same components as
the expected loss, also depends on other ele-
ments, such as the confidence level taken as
reference point, as the correlation or degree
of diversification in the portfolios.

« Probability of default: Default is unders-
tood to be a delay in payment of an obligation
of more than 90 days, a definition that coin-
cides with the Basle Il document. The horizon
for calculating this probability is three years.
It should be noted that the higher the section,
the lower the probability of non-payment.
The historic records prepared are used to
study how this probability varies in relation to
the points assigned in the scoring and other
possible relevant axes (for example, age of
the operation).

Probability of
defaut 7%

credit exposures at the end of 2008,10.9% at
the end of 2020 and 11.2% at the end of 2021.
In order to have forward-looking measures of
credit risk by UCI, three basic elements are
available: expected loss, probability of de-
fault and severity.

The expected loss in percentage terms rela-
tive to the risk exposure is formulated as fo-
llows:

Severity 7%

« Severity: This is defined as the anticipated
estimate of final loan losses in the event of a
default. Its complementary aspect is the re-
covery rate, which can be calculated as the
difference between 100% and the severity
level. In addition to the effectiveness of the
recovery process, the elements that affect
this are the type of product involved and the
guarantees linked with the transaction (mort-
gage or credit insurance in the case of UCI).
In order to have estimates for severity it is ne-
cessary to have historical and homogenous
databases that make it possible to analyse
the result of the procedures for recovery in
accordance with different segmentation cri-
teria. On this point, development has been
completed for the database for the historical
analysis of the recoveries for UCI in Spain
in accordance with customers’ scoring sec-
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tions. The information collected dates back
to 1993 in Spain. In Portugal, the same pro-
cess has been performed with exploitation of
data generated since 2004.

Expected losses: during 2022, the expected
loss estimates have been adjusted according
to the tranches and scoring, and new infor-
mation from the historical risk databases
has been made available, where all the infor-
mation on risk exposure is being integrated
together with its estimates of probability of
default and loss given default and severity
broken down by portfolio. The expected loss
on the portfolio of new mortgage loans ge-
nerated in Spain in 2022 is 10 bp (10 bp in
2021).

UCI
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Incorporation of forward-looking information in the expected loss models

As shown in the following section, the Com- those issued by official bodies and by the En-
pany has taken into account macroeconomic tity’s shareholders.
scenarios with five levels of different severity.
These scenarios have been contrasted with The projected variables considered are as fo-
llows:
31/12/22 31/12/21

2023 2024 2025 2022 2023 2024
GDP Variation

Very Negative -23%  -36%  0.1% -3.9% -02%  1.6%

Negative -0.8%  -1.7% 1.2% -0.4% 1.0% 1.6%

(Anual variation) Base 07%  27%  22% 70%  27%  16%

Positive 3.4% 4.4% 3.5% 9.0% 4.4% 2.1%

Very Positive 4.5% 5.6% 4.1% 10.7% S.1% 2.8%

Unemployment rate

Very Negative 154% 19.9%  21.1% 20.0% 21.9% 20.7%

Negative 14.4%  172%  11.7% 172%  19.5% 18.9%

(Absolute level) Base  13.6% 131% 126%  147% 138% 127%

Positive 128%  121%  10.7% 13.6% 125%  11.0%

Very Positive 12.4% 1n.2% 9.4% 12.9%  1.6% 9.5%

Interbank rate 12 meses

Very Negative 4.4% 4.0% 3.1% -0.2%  0.2% 0.8%

Negative 3.6% 3.1% 2.9% -0.3% 0.1% 0.5%

(Absolute level) Base 2.1% 2.6% 2.7% -05% -04% -0.3%

Positive 2.6% 2.5% 2.5% -04% -03% -0.2%

Very Positive 2.5% 2.4% 2.2% -04% -0.2%  0.0%
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31/12/22 31/12/21
2023 2024 2025 2022 2023 2024
Change of housing houses’ price
Very Negative 2.2% 0.3% 1.8% -2.8%  -11% 1.8%
(Annual Negative 3.0% 1.6% 2.5% 0.2% 2.6% 2.7%
variation) Base 3.9% 4.3% 3.7% 4.4% 3.3% 2.4%
Positive 4.9% 5.3% 4.4% S5.4% 3.9% 2.6%

Very Positive S.4%

6.2% 4.9% 1.5% 5.5% 3.1%

Change of consumer price index

Very Negative ~ 10.2%  4.0%  25% 38%  27%  27%

(A Negative  80%  31%  25% 32%  21%  21%

hnua Base  62%  25%  2.3% 15%  15%  18%
variation)

Positive  6.0%  23%  2.0% 13%  15%  17%

Very Positive 5.8% 2.2% 2.0% 2.0% 2.2% 2.3%

Starting from a base scenario, the two “ne-
gative” scenarios reflect deficiencies leading,
together with other macroeconomic dyna-
mics, to declines in productivity, GDP and
house price variations below the evolution of
the consumer price index, with two different
levels of severity.

The two positive scenarios reflect more favo-
rable developments than the base scenario,
with two different levels of severity.

Assumptions and scope of the models

The Company performs an annual recalibra-
tion of the provisioning model, in which it in-
tegrates the impact of the effective manage-
ment of its recovery and the marketing of its
foreclosed assets in the dynamic parameters
of the model, with the most current informa-

tion possible to comply with the “point-in-ti-
me” nature of these methodologies, measu-
red at June 30 of the fiscal year.

The Company inserts this future protection in
a macro-economic environment determined
by the combinations of the different scena-
rios. As can be seen, the scenarios are three-
year scenarios. The Company inserts this
future protection in a macro-economic envi-
ronment determined by the combinations of
the different scenarios. As can be seen, the
scenarios are triennial. In November 2022,
the macro-economic scenarios have been
updated, together with the recalibration
mentioned in the previous paragraph, which
has generated a recovery of provisions of 6
Million Euros.
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In accordance with the principles of the
applicable accounting regulations, the ex-
pected loss for each loan takes into account
a “forward-looking” (12-month horizon) or “li-
fe-time” (horizon until the end of the loan’s
life or maturity) view, depending on the ac-
counting classification of the exposures: ho-
rizon until the end of life for doubtful loans in
default or not, for loans under special survei-
llance, and 12-month horizon for the rest of
the healthy loans.

The determination of loan loss provisions for
credit risk is carried out based on the develo-
pment of an internal model, based on what
is defined in Annex IX of Circular 4/2017, and
the precisions set for this purpose by IFRS

Very Negative Negative Base
S% 207% S0%

This weighting is applied to the Company’s
portfolio in Spain, which represents 86% of
the Company’s total. The calibration prin-
ciples for the other countries (Portugal and
Greece) follow the letter or spirit of the abo-
ve, albeit in a simplified manner.

Coexistence of scenarios and sensiti-
vity

The different variables that measure or quan-
tify the economic situation influence each
other and show correlations of varying sig-
ns: the growth of gross domestic product
and the unemployment rate tend to evolve
in different directions, low interest rates can
fuel growth or conversely be an effect of less

9. Likewise, the Group uses a “Post Model
Adjustment” for the purpose of calculating
the provision for credit risk, for transactions
classified as Subjective Doubtful, based on
its “expert judgment” and with the objective
of including additional valuation prudence
conditions, based on the historical experien-
ce of the Spanish financial sector, which are
extracted from the estimates in Annex IX
of Circular 4/2017. The amount of such ad-
justment is €12.5 million as of December
31, 2022 (€11.6 million as of December 31,
2021).

The weighting of the scenarios envisaged in
each of the years on each segment is as fo-
llows:

Positive

207% S%

Very positive

restrictive monetary policies caused by weak
growth, the evolution of housing prices has to
be read in conjunction with the evolution of
consumer prices, etc.

These dependencies make it difficult to es-
tablish clear causal relationships between a
particular variable and an effect (e.g. expec-
ted credit loss) and, additionally, also make it
difficult to interpret sensitivities to expected
credit loss model calculations when these
sensitivities are provided for several variables
simultaneously.
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Following, the estimated sensitivity to a 1 %
drop in gross domestic product, as well as to
a 1% drop in real estate asset prices in expec-

UCI

ted credit risk losses at the end of 2022 on

the entire credit portfolio, is shown below

1% unemplyment rate rise 1% housing’ price drop

Impact Impact in % of Impact Impact in 7% of
inM€ the hedges inM€ the hedges
1.6 0.6% 36.7 14.5%

Risk of concentration

The UCI Group continuously monitors the
degree of concentration of the various cre-
dit risk portfolios under the most relevant
dimensions: geographical areas, economic
sectors and customer groups. The Board of
Directors establishes the risk policies and
reviews the exposure limits approved for the
appropriate management of the degree of
concentration.

Given the Group’s mortgage activity sector,
lending activity is dispersed throughout the
Spanish Autonomous Regions and Portugue-
se regions (through loans formalised by the
Branch in that country), with the greatest de-
gree of concentration in those transactions
involving developer risk in Spain, where the
risk formalised can amount to more than one
million euros, a not significant figure in any
case.

The Group is subject to the Bank of Spain’s
regulations on large exposures, which are
those exceeding 107 of eligible capital. In ac-

cordance with the regulations in force, and
contained in Circular 3/08, no individual ex-
posure, including all types of credit risk, must
exceed 25% of the Group’s capital. At 31 De-
cember 2022 and 2021, there was no expo-
sure above the above limits.

The policies established for the disposal of fo-
reclosed real estate assets or assets received
in payment of debts include the marketing
of the assets through real estate professio-
nals. The Group’s strategy for each of these
non-current assets for sale may include im-
provement or refurbishment works, in colla-
boration with the professionals responsible
for their marketing. The aim of the strategies
is to optimise the timing and price of disposal
of these assets, in line with the evolution of
the real estate market.

The concentration of risks by activity and
geographical area of the Group at 31 Decem-
ber 2022 is as follows:
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CONCENTRATION RISK BY ACTIVITY AND

GEOGRAPHICAL AREA (carrying values)
TOTAL ACTIVITY

TOTAL 31.12.2021

Spain

Rest of European
Union

America

1. Credit institutions 272,076 269,422 2,654 -
2. Public Administrations 146,116 146,116 - -
3. Other financial institutions - - - -
;‘r.wll\lpolg;z:lsancial companies and individual 8.399 7892 ) 507
. :t1 Real estate construction and develop- 7892 7892 ) )
4.2 Construction of civil works - - - -
4.3 Other purposes 507 - - 507
4.3.1 Large companies - - - -
4.3.2 SMEs and individual employers 507 - - 507
géya;hgeggggﬁzar;d non-profit institutions 10,031,332 8795927 1.235.405 .
S5.1Homes 10,031,332 8,795,927 1,235,405 -
5.2 Consumption - - - -
5.3 Other purposes - - - -
TOTAL 10,457,923 9,219,357 1,238,059 507

The concentration of risks by activity and geographical area of the Group at 31 December 2021

was as follows:

CONCENTRATION RISK BY ACTIVITY AND
GEOGRAPHICAL AREA (carrying values)

Rest of European

TOTAL ACTIVITY Llio America
1. Credit institutions 263,386 259,554 3,832 -
2. Public Administrations - - - -
3. Other financial institutions - - - -
:ﬁ;g;z?:ncial companies and individual 7572 7572 ) )
. :t1 Real estate construction and develop- 7572 7572 ) )
4.2 Construction of civil works - - - -
4.3 Other purposes - - - -
4.3.1 Large companies - - - -
4.3.2 SMEs and individual employers - - - -
Sér(\?itnhge:]::;sr‘:ﬁzar;d non-profit institutions 10,360,283 8.983.742 1376.541 i
5.1Homes 10,360,168 8,983,628 1,376,541 -
5.2 Consumption - - - -
5.3 Other purposes ns 14 - -
TOTAL 10,631,241 9,250,868 1,380,373 -
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Credit risk mitigation

The duties of the Audit Committee and of the
Internal Audit Department include ensuring
the appropriate compliance with risk control
policies, methods and procedures, guaran-
teeing that they are appropriate, effectively
implemented and regularly reviewed.

The Risk policies’ internal audits review the
client’s payment capacity and the focus on
a better client profile, analysing whether the
granting of credits adapts to the entity’s in-
ternal policies, to guidelines established by
the Board of Directors, to the compliance
with the solvency assessment based on the
EBA Guidelines (European Banking Authori-
ty), to Circulars of Bank of Spain, and to other
applicable regulations.

Restructuring/refinancing policy

The UCI Group, within a responsible credit
and collection policy, has established a cor-
porate policy which refers to those opera-
tions where the customer has presented, or
is expected to present, difficulties to face
his/her payment obligations under the con-
tract terms in force and, therefore, it could be
advisable to temporarily modify the operation
in force or even to formalise a new operation.

This policy is applicable to countries where
UCI operates and to all customers, adapting
to the local needs and standards and always
subordinated to the compliance with local
regulations applicable. Its principles include
the following:

UCI

Solutions proposed to the client must be
appropriately used, and its use must not dis-
tort the recognition of defaults.

The solution must focused in the recovery
of all due amounts, recognising as soon as
possible the amounts which are considered
unrecoverable, if any. Delaying the immedia-
te recognition of losses would be contrary to
management good practices.

The restructuring operation will be designed
from the client’'s comprehensive manage-
ment perspective

If the client has more than one operation with
UCI, the following aspects must be addres-
sed:

« The client’s risk will be assessed as a whole,
regardless of the situation of each individual
loan.

« If possible, all operations will be grouped
and assigned with the highest level of gua-
rantee possible.

« The determination of monthly charges will
be adjusted to monthly payments of all loans.
Also, all consolidable income of the fami-
ly unit will be added so as to verify that the
affordability rate keeps the most appropriate
proportion.

« The proposed solution will generally imply
the cancellation of all available amounts not
disposed of.
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An operation can be restructured several ti-
mes (concatenation)

The succession of restructuring operations,
in general, will be conditioned to the correct
payment behaviour in the previous operation
or when, due to the variation of personal/la-
bour/economic circumstances, it was suffi-
ciently evidenced that the lack of complian-
ce is due to these circumstances, as per the
client’s new situation.

The restructuring or refinancing operation
must not imply an increase of the risk with
the client

» The proposed solution must not imply gran-
ting additional financing to the client and
cannot be used to finance other debts or as
cross-selling instrument.

« In refinancing operations, the increase of
the necessary amount to face formalisation
expenses will be admitted when it is eviden-
ced that it will be possible to pay the propo-
sed instalment or when new guarantees are
contributed.

« The restructuring or refinancing operation
must always contemplate the maintenance
of existing guarantees and, where possible,
to improve them and/or extend their cove-
rage. New guarantees or real guarantees will
not only mitigate severity, but shall reduce
the probability of lack of compliance.

Payment condition for ordinary interests

Instalments established in the restructuring
operation must comply, in general, at least,

with the operation’s ordinary interests. Inte-
rest’s waiting periods must be appropriately
justified on the basis of the operation’s risk.

Cautions in restructuring and refinancing
operations

« When assessing the convenience of the
solution’s proposal, it is necessary to ensu-
re that this proposal’s results exceed those
expected to be obtained if the debt was not
newly negotiated.

« The analysis of guarantees and the possible
future evolution is an especially relevant ele-
ment when assessing restructuring and refi-
hancing operations.

« Avoid the fact that the solution’s possibility
incentives defaults.

« If debt restructuring and refinancing pro-
ducts provide more advantageous conditions
for the client than the ordinary operation,
there is a true risk for the client to observe
an advantage in the lack of compliance of
obligations. Therefore, the design of UCI poli-
cy and products avoid communicating to the
client that the lack of compliance of obliga-
tions is rewarded.

« The application of rigorous and selective cri-
teria is especially relevant in massive and/or
public actions.

Traceability of operations
« It is necessary for systems to keep record

of operations subject to restructuring, so as
to identify them, such as when the client has
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had difficulties. All data in origin must be con-
sidered in case they are subsequently neces-
sary.

« Systems identify those operations which
origin has been a restructuring or refinancing
process, in order to appropriately distinguish
them from those originated in an ordinary ad-
mission process, and to be able to perform a
differentiated analysis of both types of ope-
rations.

« The Entity keeps record of the relation be-
tween original and new operations, if any, be-
ing able to determine the debt’s distribution
between the different origin operations.

The restructuring and refinancing operation
cannot imply an improvement of classifica-
tion as long as there is not a satisfactory ex-
perience with the client

« Improvements in classification shall be
applied as long as a minimum relation has
been held with the client so as to ensure a
reasonable knowledge of the new situation.

« This relation must be sufficiently satisfac-
tory and enable the verification of an accep-
table improvement in the client’'s payment
capacity.

Restructuring and refinancing operations in
category of normal risk will be held identi-
fied as such and classified dentro of the
category Normal Special Surveillance until
their extinction if conditions defined in sec-
tion 100 of annex IX of Circular 4/2017 are
not met

UCI

« That it is concluded that, after an exhausti-
ve review of the owner’s equity and financial
situation, that financial difficulties are not ex-
pected.

» That a minim two-year term has elapsed
from the date of formalisation of the refi-
hancing or restructuring operation, oy, if later,
from the date of reclassification from the ca-
tegory of doubtful risk.

+ That the owner has paid accrued instal-
ments of principal and interests from the
date at which the refinancing or restructuring
operation was formalised, oy, if later, from the
date of reclassification from the category of
doubtful. Additionally, the following would be
hecessary:

« That the owner has satisfied, through
regular payments, an amount equiva-
lent to all amounts (principal and inte-
rests) overdue at the date of the refi-
nhancing or restructuring operation, or
which were written off as a consequen-
ce of such operation, or

« That other objective criteria have been
verified, demonstrating the owner’s
payment capacity, being more appro-
priate based on the operations’ charac-
teristics.

Therefore, the existence of contractual clau-
ses that delay the reimbursement, such as
principal’s waiting periods, will imply that the
operation remains identified as refinancing,
refinanced or restructured operation, until
the criteria described in this letter are met.
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+ That the owner does not have any other
operation with amounts due more than thirty
days at the end of the probationary period.

Therefore, when all requirements above are
met, the operations will no longer be identi-
fied in the financial statements as refinan-
cing, refinanced or restructured operations,
regardless of whether the information on
modifications made in the operations is duly
included in the entity’s databases, in appli-
cation of the principle of traceability, and it is
declared to the Risks Information Centre.

Quantitative information required by
Circular 6/2012 of Bank of Spain

The credit risk management policies and pro-
cedures applied by the Entity ensure detai-
led monitoring of borrowers, highlighting the
need to make provisions when there are indi-
cations of deterioration in their solvency. Ac-
cordingly, the Entity establishes the required
loan loss provisions for those transactions in
which the situation of its borrower so requi-
res prior to formalising the restructuring/re-
financing transactions, which should be un-
derstood to be:

« Refinancing operation: an operation that is
used for economic or legal reasons related to
financial difficulties (current or foreseeable)
of the holder to cancel one or several ope-
rations granted, by the institution itself or by
other entities of its group, to the holder or to
one or more other companies of its economic
group, or whereby such operations are brou-
ght fully or partially up to date with payment,
in order to facilitate the payment of their debt
(principal and interest) by the holders of the
cancelled or refinanced operations because

they cannot, or it is foreseen that they will not
be able to, comply in due time and form with
their conditions.

« Refinanced operation: an operation that is
fully or partially brought current as a result of
a refinancing operation carried out by the ins-
titution.

« Restructured operation: the financial con-
ditions of an operation are modified for eco-
nomic or legal reasons related to the holder’s
current or foreseeable difficulties, in order to
facilitate the payment of the debt (principal
and interest) because the holder is unable,
or is expected to be unable, to comply with
these conditions in due time and form, even
if this modification was foreseen in the con-
tract. In any case, operations in which the
conditions are modified to lengthen their
maturity, vary the amortisation schedule to
reduce the amount of the instalments in the
short term or reduce their frequency, or esta-
blish or lengthen the period of grace period of
principal, interest or both, are considered to
be restructured, unless it can be proven that
the conditions are modified for reasons other
than the financial difficulties of the holders
and are similar to those that would be applied
by other institutions in the market for similar
risks.

If a transaction is classified in a specific risk
category, refinancing does not improve its risk
classification. Refinanced transactions are
initially classified according to their charac-
teristics, mainly the borrower’s financial diffi-
culties and the existence of certain clauses
such as extended grace periods. As a gene-
ral rule, the Entity classifies refinancings and
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restructurings with normal risk under special
surveillance, unless they meet the criteria
for classification as doubtful. The Entity also
presumes that a restructuring or refinancing
exists in the following circumstances:

« Where all or part of the payments on the
modified transaction have been past due for
more than 30 days (without being classified
as doubtful risk) at least once in the three
months prior to the modification,or would
have been past due for more than 30 days
without such modification.

» Where, simultaneously with the provision of
additional funding, or at some point in the fu-
ture, the holder has made payments of prin-
cipal or interest on another transaction, all or
part of which payments have been overdue
for more than 30 days at least once in the
three months preceding its refinancing.

« Where the use of implicit restructuring or
refinancing clauses is approved with debtors
who have amounts due for 30 days or who
would be 30 days overdue if such clauses
were not exercised.

This typology of operations is specifically
identified in the information system in a way
that allows for proper accounting classifica-
tion and monitoring.

Operations classified in this category may be
reclassified to normal risk if the reasons for
their classification as normal risk under spe-
cial surveillance no longer exist.

Their respective hedges as at 31 December
2022 and 31 December 2021 are as follows:

UCI
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2022

TOTAL (thousands of Euros)

Full mortgage Other real Without real Accumulated Maxi
. . aximum
guarantee guarantees guarantee impairmentor | ¢
accumulated real
N N losses in the fair uarantee
umber Gross umber Gross | Number of | Gross value gth t
of opera- | ount | °f 9P | o ount operations | amount due to the ot may
tions tions credit risk be consi-
G dered
ross amount
1. Credit institutions - - - - - - - -
2. Public Adminis-
trations ) ) ) ) ) ) ) )
3. Other financial
entities and indi-
vidual employers - - - - - - - -
(financial business
activity)
4. Non-financial
companies and
individual emplo- 4 690 - - - - 338 351
yers (non-financial
business activity)
Of which: financing
of the real estate
construction and 4 690 - - - - 338 351
development (in-
cluding land)
S. Other homes 17,657 | 2,018,355 - - 663 16,365 214,934 1,819,786
Total 17,661 | 2,019,045 - - 663 16,365 215,273 1,820,137
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Of which: DOUBTFUL (thousands of Euros)

Full mortgage Other real Without real Accumulated
guarantee guarantees guarantee impairment or Maximum
accumulated amount of
Numb losses in the fair real
olf": :_r Gross | Numberof | Gross | Numberof | Gross value guarantee
oP amount | operations | amount | operations | amount due to the that may be
rations credit risk considered
Gross amount
1. Credit institutions
2. Public Adminis-
trations
3. Other financial
entities and indi-
vidual employers
(financial business
activity)
4. Non-financial
companies and
individual emplo- 4 690 338 351
yers (non-financial
business activity)
Of which: financing
of the real estate
construction and 4 690 338 351
development (inclu-
ding land)
S. Other homes 9413 1,131,412 390 10,042 188,147 953,307
Total 9,417 113201 390 10,042 188,485 953,658
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2021 (*)

TOTAL (thousands of Euros)

Full mortgage Other real Without real Accumulated Maxi
. . aximum
guarantee guarantees guarantee impairment or
amount of
accumulated
. real
Numb losses in the guarantee
Number of Gross Number of | Gross umber Gross fair value h
- - of opera- d h that may
operations | amount | operations | amount - amount ue to the b i
tions . e consi
credit risk
dered
Gross amount
1. Credit institutions - - - - - - - -
2. Public Adminis- ) ) ) ) ) ) ) )
trations
3. Other finan-
cial entities and
individual employers - - - - - - - -
(financial business
activity)
4. Non-financial
companies and
individual employers 4 692 - - - - 340 333
(non-financial busi-
ness activity)
Of which: financing
of the real estate
construction and 4 692 - - - - 340 333
development (inclu-
ding land)
S. Other homes 20,668 2,420,423 - - m 18,438 264,143 2,130,890
Total 20,672 2,421,115 - - mn 18,438 264,483 2,130,890
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2021 (*)

Of which: DOUBTFUL (thousands of Euros)

Full mortgage Other real Without real Accumulated Maximum
guarantee guarantees guarantee impairment or
amount of
accumulated real
Numb losses in the guarantee
mber ;
Number of Gross Number of | Gross umoe Gross fair value that
- - of opera- due to th at may
operations | amount | operations | amount - amount ueto the be consi-
tions .
credit risk dered
Gross amount

1. Credit institutions - - - - - - - -

2. Public Adminis-
trations

3. Other finan-
cial entities and
individual employers - - - - - _ - .
(financial business
activity)

4. Non-financial
companies and
individual employers 4 692 - - - - 340 333
(non-financial busi-
ness activity)

Of which: financing
of the real estate

construction and 4 692 - - - - 340 333
development (inclu-

ding land)

S. Other homes 11,429 1,381,748 - - 379 10,110 229,537 1,168,021
Total 11,433 1,382,440 - - 379 10,110 229,877 1,168,354
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The amount of transactions that, subsequent to refinancing or restructuring, have been classi-

fied as doubtful in the financial year 2022 and in the financial year 2021 is as follows:

REFINANCING AND

RESTRUCTURING
BALANCES IN Other real .
FORCE Full mortgage guarantee guarantees Without real guarantee
31.12.2022
Gross Gross No. Gross No. Gross
No. oper. No. oper.

amount amount | oper. amount oper. amount
Homes 2,929 372,091 - - 122 3,352 3,051 375,443
Of which: loans gua-
ranteed by residential 2,929 372.091 - - 122 3.352 3.051 375443
estates
Noq—ﬁnancial com- 4 689 ) ) ) ) 4 689
panies
of which: smgll and 4 689 ) ) ) ) 4 689
medium entities
Total 2,933 372,780 - - 122 3,352 3,055 376,132

REFINANCING AND
RESTRUCTURING
BALANCES IN Full mortgage guarantee Ot ez L -
FORCE 83ge 8 guarantees guarantee
31.12.2021

No. oper. Gross No. oper Gross No. oper Gross No. oper. Gross

- oper- amount - oper. amount - oper. amount - oper- amount

Homes 1,980 223,548 - - 60 1,465 2,040 225,013
Of which: loans gua-
ranteed by residen- 1,980 223,548 - - 60 1,465 2,040 225,013
tial estates
Non.-fmanmal com- 5 1,061 ) ) ) ) 5 1,061
panies
Of W‘hICh: srr‘wflll and 5 1.061 ) ) ) ) 5 1.061
medium entities
Total 1,985 224,609 - - 60 1,465 2,045 226,074
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The breakdown of doubtful and non-doubtful exposures refinanced or restructured, according
to the number of days elapsed since maturity at December 31, 2022 and December 31, 2021 is
as follows:

2022
TOTAL (in thousand of Euros)

Exposures not in doubt Doubtful exposures
With low
probability
Notexpi- | o) e rdue of pay- Overdue | Overdue | Expired Expired Expired
red or ment >2 .
. >30 > 90 days >180 >1year >Syears | Expired
Total Expired _ Total that are - _ ’ years 7
- days <= = days <= =2 ~ =7 > 7 years
<30 90 days notpast | 44 days | 1year years <5 years
days due or years
past due <
=90 days
Credit ) ) ) ) ) ) ) ) ) ) ) .
Institutions
Public entities - - - - - - - - - - - -
Non fina!'lcial 690 ) ) ) 690 ) ) ) : : 690 }
corporation
Construction
and Real Estate 690 - - - 690 - - - - - 690 -
development
Other purposes - - - - - - - - - - - -
Ejf;s"f house- | 5034720 893267 881298 = 1,968 | 1141454 603643 & T3730 126269 89758 127365 50957 | 29730
Total 2,035,410 | 893,267 | 881,298 | 11,968 | 1,142,143 | 603,643 | 113,730 | 126,269 | 89,758 | 127,365 | 51,647 | 29,730
2021
TOTAL (in thousand of Euros)
Exposiciones No dudosas Exposiciones dudosas
With low
probability
Not expi- | Overdue o;zz{ Overdue | Overdue | Expired | Expired Ex?ged
red or >30 > 90 days >180 >Tyear | >2years Expired
Total . _ Total that are - _ ’ ’ years
Expired days <= = days <= <=2 <=5 - > 7 years
«<=30days | 90 days not past 180 days 1year years years <7
due or years
past due <
=90 days
Credit B B B B B B B B B _ B B
Institutions
Public B B B B B R ~ B B R B B
entities
Non fmar\mal 692 ~ B B 692 ~ B B B B 692 B
corporation
Construction
and Real
Estate deve- 692 - - B 692 - B - B B 692 B
lopment
Other B ~ B B B ~ B B B B B B
purposes
Rostof . | 2438861 1047002 1034901 12101 1391859 881992 57710 40494 62703 137475 53402 158483
Total 2,439,553 1,047,002 1,034,901 12,01 1,392,551 881,992 57,710 40,494 62,703 137475 54,094 158,483

Economic & FinancialReport 325



UCI

Total lending to customers as at 31 December 2022 and 31 December 2021, broken down by
counterparty, is as follows:

CREDIT DISTRIBUTION TO CLIENTS BY ACTIVITY (carrying value) AT 31.12.22 Credit with real guarantee. Loan to value

. Of which:
Of which: Real PP 407%< 607« 807« o
TOTAL estate guarantee Other real LTVe=40% LTV<«=60 % LTV<«=80% LTV<«=1007% LTV>100%
guarantees

1Public Administrations - - - - - - - -
2 Other financial institutions - - - - - - - -
3 Non-financial companies and 8,399 7284 - 226 810 4,283 a7 1488
individual employers
3.1 Real estate construction 7892 7284 } 226 810 4283 477 1488
and development (b)
3.2 Construction of civil works - - - - - - - -
3.3 Other purposes 507 - - - - - - -

3.3.1 Large companies (c) - - - - - - - -

3.3.2 SMEs and individual 507 ) ) } } ) ) .
employers (c)
4 Other homes and non-profit 10,031,332 9,837,228 - 1821332 | 3006500 @ 2976592 | 1488677 | 544127
institutions serving households
4.1Homes (d) 10,031,332 9,837,228 - 1,821,332 | 3,006,500 | 2,976,592 1,488,677 544,127
4.2 Consumption (d) - - - - - - - -
4.3 Other purposes (d) - - - - - - - -
TOTAL 10,039,731 9,844,511 - 1,821,558 3,007,310 2,980,875 1,489,153 545,615
MEMORANDUM ITEM - - - - - - - -
Refinancing, refinanced and 2,035,410 2,019,044 - 160383 | 403032 | 495849 | 414889 | 544891

restructured operations

CREDIT DISTRIBUTION TO CLIENTS BY ACTIVITY (carrying value) AT 31.12.21

Credit with real guarantee. Loan to value

. Of which:

Of which: Real PPN 407%¢< 607%¢< 807%¢« o

TOTAL | ostate guarantee | Otherreal | LIVe=40% | vy 6o | LTve=80% | LTve=i00% | LTV100%
guarantees

1 Public Administrations - - - - - - - -

2 Other financial institutions - - - - - - - -

3 Non-financial companies and 7572 7436 - 287 2,223 195 192 4539

individual employers

3.1 Real estate construction 7572 7436 ) 287 2223 195 192 4539

and development (b)

3.2 Construction of civil works - - - - - - - -

3.3 Other purposes - - - - - - - -
3.3.1 Large companies (c) - - - - - - - -
3.3.2 SMEs and individual ] ] ) ] ] ) _ )

employers (c)

4 Other homes and non-profit

o . 10,360,283 10,207,714 - 1,802,402 2,782,330 2,850,023 1,819,233 953,726

institutions serving households

4.1 Homes (d) 10,360,168 10,207,714 - 1,802,402 2,782,330 2,850,023 1,819,233 953,726

4.2 Consumption (d) - - - - - - - -

4.3 Other purposes (d) ns - - - - - - -

TOTAL 10,367,855 10,215,150 - 1,802,689 2,784,553 2,850,218 1,819,425 958,265

MEMORANDUM ITEM - - - - - - - -

Refinancing, refinanced and 2,439,553 2421115 - 150140 379979 560514 530,383 800,099

restructured operations
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14. Market rick management

In the markets and treasury area, the UCI
Group manages the market risks that affect
managed assets or liabilities. The Board of
Directors periodically establishes the delega-
ted limits and checks that they are properly
applied. Likewise, loss limits and other con-
trol measures are established. The manage-
ment of limits is made with a broad series of
indicators and alert signals that have as their
objective the anticipation and proper monito-
ring of interest rate risks and of liquidity.

Assets and Liabilities interest rate gap

The UCI Group analyses financial margin
sensitivity to variations in interest rates,
which are analysed by a Committee meeting
twice a month for this purpose. This sensi-
tivity is conditioned by time lags in maturity
rates and changes to the interest rates that
arise between the different balance sheet
items, or off-balance sheet with securitisa-
tion funds, which represent an imbalance
in cash-flow to the entity. Investments are
managed through hedging to maintain these
sensitivities within the target range set in the
Committees. The measures used by UCI to
control the interest risk are rate gap analysis
and the financial margin sensitivities in the
managed portfolio.

Interest rate gap analysis deals with the time
lags between the reviews of maturity for as-
sets and liabilities under management and
allows concentrations of interest risk in the
different maturities to be detected.

Financial margin sensitivity measures the im-
pact on results of the interest rate gaps for a

given period with a displacement of the inte-
rest rate curve.

The main interest rate sensitive asset item
relates to the on-balance sheet customer
portfolio, of which 68.62% is at floating rate
(75.93% on 31 December 2021), 19.77% is
at mixed type (14.81 on 31 December 2021)
with a first period at fixed rate and then re-
visions to floating rate, and a 11,61%% strictly
fixed rate (9.26% on 31 December 2021).

Within the variable rate loans, 82.96%
(82.81% as of 31 December 2021) review
their rate half-yearly and 17.04% (17.19% as of
31 December 2021) annually.

Interest rate risk management has a twofold
objective: to reduce the impact of interest
rate fluctuations on net interest income and
to protect the Group’s economic value. To
this end, it uses financial instruments such
as asset-backed securities (Spain) or cash
drawdowns with its shareholders (Spain, Por-
tugal and Greece) and financial derivatives
arranged with its shareholders (interest rate
swaps or call money swaps).

UCI performs sensitivity analyses of the fi-
nancial margin to interest rate variations,
which are analyzed by a Committee that
meets periodically. This sensitivity is condi-
tioned by the mismatches in maturity dates
and interest rate reviews that occur between
the various balance sheet items, or off-balan-
ce sheet with securitization funds, which re-
present a cash-flow mismatch for the entity.
As of December 2022, the sensitivity of the
margin to variations of 100 bps in the interest
rate curve was -3.99%.

Investments are managed through hedging to
maintain these sensitivities within the target
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range set by the Committees. The measures
used by UCI to control interest rate risk are
the interest rate gap and the financial margin
sensitivities of the managed portfolio.

Liquidity Risk

The management and control of the liquidi-
ty risk aims to ensure compliance with pay-
ment commitments under the best possible
conditions for the UCI Group in the different
countries in which it has a presence.

The liquidity risk is associated with the
Group’s capacity for financing acquired com-
mitments at reasonable market prices, as
well as being able to carry out its business
plans with stable sources of finance. The me-
asure used for controlling the liquidity risk is
the liquidity gap, which provides information
on the contractual cash in-flows and out-
flows over the life of the loans.

To mitigate liquidity risk, UCI has had a recu-
rring policy since its inception of tapping the
capital markets through the securitization of
its credit assets. Thus, the holders of the se-
curitization bonds placed in the capital mar-
kets hedge the liquidity of these transactions
until maturity. Since 1994, Union de Crédi-
tos Inmobiliarios has issued 29 securitiza-
tion funds in Spain (28 funds at December
31, 2021) for an initial aggregate amount of
approximately €19,783 million (€19.218 mi-
llion at December 31, 2021), mostly placed
on the capital markets, including the issues of
RMBS Prado | to Prado X, the first green bond
issues in Portugal with RMBS Greem Belem
1in 2020 and finally in 2022 RMBS Belem
2 which was retained, all for an amount of
€4.983 million (€4,418 million as of Decem-

ber 31, 2021), which as of December 2022,
represented €4,548 million (€4,581million
as of December 31, 2021) or 48.5% of the
overall balance managed in Spain financed

to maturity by the capital markets (47.8% in
2021).

On June 15, 2020, September 15, Septem-
ber 15, December 15, 2021 and June 15,
2022, respectively, the decision was taken
to purchase the mortgage participations and
subsequently to proceed with the extinction
of the Prado I, Prado Il, Prado lll and Prado IV
Funds.

As a consequence of the need to have two
ratings with a minimum grade of at least “A”
granted by two different rating agencies in or-
der to be eligible for ECB liquidity operations,
most of the asset-backed securities have
lost this status. However, Prado V (series A),
VI (series A), VIl (series A), VIII (series A), IX
(series A) and X (series A) bonds as well as
Belem 1 series A and B are eligible assets.

For the remaining balance sheet assets, UCI
manages refinancing with treasury lines with
its two reference shareholders: BNP Paribas
and Banco de Santander; UCI branch in Por-
tugal is directly financed by its parent com-
pany in Spain.

The liquidity gap contemplates the classifica-
tion of the outstanding capital of financial as-
sets and liabilities by maturity terms, taking as
references the outstanding periods between
the corresponding date and their contractual
maturity dates. On December 31, 2022 and
2021, the liquidity gap is the following:
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month months months years years S years
ASSETS:
Cash, cash balances in
central banks and other - - - - - -
ondemand deposits
Cash 3 - - - - - 3

Other on-demand deposits 272,073 - - - - - 272,073

Financial assets atamorti- 5 o7 76,137 368378 1339560 1554369 7009324 10,382,365

sed cost

Representative values of ) ) ) ) 146,116 ) 146,116
debt

Loans and advances 34,597 76,137 368,378 1,339,560 1,408,253 7,009,324 10,236,250
Total Assets 306,673 76,137 368,378 1,339,560 1,554,369 7,009,324 10,654,441
LIABILITIES:

Deposits of Credit institu-

tions 670,023 2,462,100 3,346,657 147233 8,058 591,871 7,225,940
Debt securities issued 8,529 17,059 65,799 350,927 350,927 2,131,151 2,924,393
Subordinated liabilities - - - - - 184,704 184,704
Other financial liabilities 2 15 20 530 532 985 2,084
Total Liabilities 678,554 2,479,174 3,412,475 498,690 359,517 2,908,711 10,337,121
Difference Assetsminis  (371,881) (2,403,037) (3,044,097) 840870 1194852 4100615 322120
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3112.2021 Uptol From1to3 | From3to12 | From1to3 | From 3to S | More than Total
month months months years years S years

ASSETS:

Cash, cash balances in
central banks and other
ondemand deposits

Cash 3 - - - 3
g:ger on-demand depo- 263,383 . . ) 263,383
Financial assets at amor-
tised cost
E:Et’ese"tat"’e valuesof 41 595 92,231 455729 1555261 10,669,720
Loans and advances

304,979 92,231 455,729 1,555,261 10,932,105
Total Assets
LIABILITIES:
popositsof Creditinsti- - gg7sm 2455851 3653040 206,225 7319,948
Debt securities issued 9,708 19,416 74,891 399,419 3,160,805
Subordinated liabilities 1,220 - - 60,000 141,220
Other financial liabilities S 26 26 1,166 3,956
Total Liabilities 898,444 2,475,293 3,727,957 666,811 10,625,929
Difference Assets minus (53 465) (2,383,062) (3,272,228) 888,450 307176

Liabilities

The average annual interest rate applied to
loans and advances - customers was 2.72%
in 2022 and 1.99% in 2021 excluding “valua-
tion adjustments”. In addition, the average
annual interest rate borne by the Company
in 2022 and 2021 was 0.477% and 0.103%,

respectively.
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15. Other market risks:

risk management

UCI follows closely the development of the
standards on this risk as presented in the
Basle Il agreements, approved in June 2004,
progressing in its project for identifying, mi-
tigating, managing and quantifying operating
risk. On this aspect and within the overall ISO
9001:2000 quality certification project, the
entity has continued to computerise all risk
events and incidents of any type, setting up
a database that will make it possible in the
future to model and quantify the level of ope-
rating risk present in all business and support
areas.

The analysis of defaults contained in the los-
ses and incidents database has made it pos-
sible to introduce improvements in controls
and procedures with immediate results in
the reduction of losses derived from opera-
ting risk.

The parameterisation of the different types
of operating risk can be classified in accor-
dance with the following matrix

Tipo Origen

Processes

Operating errors, human errors

Fraud and activities

Events of a criminal nature, unauthorised activities, unau-

thorised internal activities

Technology cations

Technical failures in computers, applications or communi-

Human Resources

Failures in the Human Resources policy, in safety and heal-

th in the workplace, etc.

Commercial practices

Product defects and bad sales practices

Disasters

Events (natural, accidental or deliberate)

Suppliers

Breach of contracted services
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16. Cash, cash balances with central
banks and other demand deposits

The composition of the balance of caption “Cash, cash balances in central banks and other
on-demand deposits” is shown below:

31.12.22 31.12.21

Cash 3 3
Other pn-demand 272.073 263,383
deposits

272,076 263,386

The totality of this caption’s amount per maturity of the residual term is considered on demand.

The entire amount of this caption due to the maturity of the residual term is considered on de-
mand.

17. Financial assets at amortised cost

Below is a breakdown of the financial assets included in this category as of December 31, 2022
and December 31, 2021:

31.12.22 31.12.21

Debt Securities 146,116 -
Loans and advances 10,039,731 10.367.855
to customers

10,185,847 10,367,855

Debt securities

At December 31, 2022, the nominal amount As of December 31, 2022 and 2021, the de-

of d?bt securities rglated to certain own tail of debt securities in the balance sheets as
or third-party commitments amounted to of December 31,2022 and 2021is as follows:
150,000 thousand euros.
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31.12.22 31.12.21

By currency:

Euros

145,938 -

Total

145,938 -

By maturity:
Up to 1 month

Between 1 month and 3 months

Between 3 months and a year

Between 1and S years

More than S years

145,938 -

Maturity unspecified

Total

By counterparty:

Spanish public authorities

145,938 -

Credit Institutions

Other resident sectors

145,938 -

Non- resident public authorities

Other non-resident sectors

Doubtful assets

Impairment losses

Total

Valuation adjustments accrued interest

Total

145,938 -

Ajustes por valoracion intereses devengados

178 :

Total

The average effective interest rate of the
debt instruments classified in this portfolio
at December 31,2022 is 2.34%. During 2022,
these instruments have accrued interest in
the amount of 178 thousand euros, which is
recorded under Interest income - Financial

146,116 -

assets at amortized cost (See note 33). All
exposures are recorded in the normal phase
and show no signs of impairment.
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Loans and advances to customers

Below is a breakdown of the balance of this
caption, based on the type and status of the
transactions, the borrower’s sector of activi-

ty, the geographic area of residence and the
type of interest rate of the transactions, both
as of December 31,2022 and 2021:

31.12.22 31.12.21

Per modality and credit situation:

Other term loans 8,862,366 8,963,556

Doubtful assets 1,373,884 1,706,164
10,236,250 10,669,720

By sector of activity of the

accredited party:

Other resident sectors 8,367,308 8,920,863

Non-residents 1,868,942 1,748,857
10,236,250 10,669,720

By geographical area:

Spain 8,999,064 9,283,761

Rest of the European Union 1,237,186 1,385,959
10,236,250 10,669,720

By interest rate mode:

Interest-free financing -

Financing with interest 10,236,250 10,669,720
10,236,250 10,669,720

Value adjustments for impairment on assets (281,701) (362,51M)

Valuation adjustments accrued interest 19,300 13,123

Commission valuation adjustments 65,882 47523
10,039,731 10,367,855
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The carrying amount recorded in the above
table, excluding the portion of “Other valua-
tion adjustments” for impairment losses and
valuation adjustments for fees, represents
the Company’s maximum exposure to credit
risk in relation to the financial instruments in-
cluded therein.

UCI

During fiscal year 2022, interest has been
accrued in the amount of 19,375 thousand
(13,124 thousand in 2021), which is included
under Interest income - Financial assets at
amortized cost (see Note 33).

The detail of the balance of loans and advan-
ces to customers is as follows:

31.12.22 31.12.21

Resident debtors with real guarantee

7,073,064

7,314,979
Non-resident credit with real guarantee 1,788,795 1,648,123
Doubtful debtors 1,373,844 1,706,164
Other term debtors S07 454
Debtors on demand and others -
10,236,250 10,669,720

The balance of the “Resident secured loans”
and “Non-resident secured loans” accounts
represents the unmatured risk of loans gran-
ted which are secured by mortgages in favour
of the Company.

The balance of the “other term receivables”
account represents the unmatured risk of

loans granted that are not secured by mort-
gages in favour of the Group.

The breakdown of Loans and advances to
customers by residual term as at 31.12.22 and
31.12.21, in thousands of euros, is as follows:

31.12.22 31.12.21

On demand 34,597 41,594
From1to 3 months 76,137 92,231
From 3 to 6 months 368,378 455,730
From 6 months to 1 year 1,339,560 1,555,261
From 1year to S years 1,408,253 @ 1,663,769
More than S years 7,009,325 6,861,135
10,236,250 10,669,720
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The movement in gross exposure by phase of impairment of loans and advances from custo-
mers recognised under “Financial assets at amortised cost” under Circular 4/2017 for the finan-
cial year 2022 and the financial year 2021 without taking into account valuation adjustments for
accrued interest and fees is shown below:

Thousands of Euros

Stage 1 Stage 2 Stage 3 Total

5:;?“;;2"‘; the beginning of the financial 7,863,189 1,100,367 1,706,164 10,669,720
Movements - - - -

Trransfers: (14,759) (17,604) 32,363 -
To Stage 2 from Stage 1 (161,609) 161,609 - -
To Stage 3 from Stage 1 (45,915) - 45,915 -
To Stage 1from Stage 2 189,215 (189,215) - -
To Stage 3 from Stage 2 - (391,294) 391,294 -
To Stage 1from Stage 3 3,550 - (3,550) -
To Stage 2 from Stage 3 - 401,296 (401,296) -
Net change in financial assets (682) (68,145) (189,268) (258,095)
Failed - - (175,375) (175,375)
Exchange rate differences movements - - - -
Balance at year-end 2022 7,847,748 1,014,618 1,373,884 10,236,250

Thousands of Euros

Stage 1 Stage 2 Stage 3 Total

5:;“2‘:;;; the beginning of the financial 7:806,978 665,962 2,172,247 10,645,187
Movements - - - -

Trransfers: (179,459) (476,725) (297,266) -
To Stage 2 from Stage 1 (258,910) 258,910 - -
To Stage 3 from Stage 1 (28,212) - 28,212 -
To Stage 1from Stage 2 102,868 (102,868) - -
To Stage 3 from Stage 2 - (234,049) 234,049 -
To Stage 1from Stage 3 4,795 - (4,795) -
To Stage 2 from Stage 3 - 554,732 (554,732) -
Net change in financial assets 235,670 (42,320) (100,498) 92,852
Failed - - (68,319) (68,319)
Exchange rate differences movements - - - -
Balance at year-end 2022 7,863,189 1,100,367 1,706,164 10,669,720
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During 2022 and 2021, the Group has cal-
culated the corresponding provisions on
non-performing loans secured by real esta-
te, considering the discounted value of the
collateral, and in accordance with the credit
risk model based on estimating credit risk by
considering the expected loss.

In addition, the Company’s Directors, in ac-
cordance with point four of Transitional Pro-
vision one of Circular 4/2019, have updated
the reference valuations of all collateral and
assets foreclosed or received in payment of
debts requiring full individual appraisals, pur-
suant to Order ECO 805/2003 of 27 March,
in accordance with the provisions of points 78
to 85 and 166 of Annex 9 of Circular 4/2017.

Individuals:

UCI

Impaired financial assets

The following is a detail, on 31 December
2022 and 31 December 2021, classified by
segment, of those assets that have been
considered individually impaired based on
the individual analysis of each one of them (it
does not include, therefore, the detail of the
financial assets impaired based on a collecti-
ve process of assessment of possible losses):

Thousands of Euros

'Real Garantee

~ Mortgage

7Values

~ Others

No guarantee |

Promoters: |

'Real Garantees

~ Mortgage |

Total “

Measures adopted credit risk Covid-19
in relation to clients

The Entity took measures during 2020 to fa-
cilitate the payment of the customers most
affected by Covid19 by granting both public
moratoriums in accordance with Royal De-

31.12.22 31.12.21
1,351,142 1,683,435
10,113 10,113
1,373,884 1,706,164

cree-Laws 8/2020 and 11/2020, and private
moratoriums.

The amounts of both public and private (sec-
toral) moratoriums (current and terminated)
granted by the Company, as well as the num-
ber of customers of both measures at the
end of 2022 and 2021 are as follows:
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31.12.2022 31.12.2022
Public Moratoriums Private Moratoriums
In force Completed No In force Completed No
millions o millions o ota millions o millions o ota
(milli f (milli f Total ) (milli £ (milli f  Total :
Customers Customers
Euros) Euros) Euros) Euros)
0 394 429 3.910 0 562 562 5.587
31.12.2021 31.12.2021
Public Moratoriums Private Moratoriums
In force Completed No In force Completed No
millions o millions o ota millions o millions o ota
(milli f (milli f Total ) (milli £ (milli f  Total :
Customers Customers
Euros) Euros) Euros) Euros)
S 133 429 4130 3 583 597 5.761

Value adjustments for impairment
The changes in the balance of provisions for impairment losses on assets included under “Finan-

cial Assets at Amortised Cost - Loans and Advances - Loans and Advances to Customers” are
shown below:

Impairment losses

(Thousands of euros)

Stage 1 Stage 2 Stage 3 Total
Balances at 1 January 2022 (8,966) (35,893) (317.652) (362,51)
Provisions charged to income for the year (8,297) (45,994) (256,613) (310,894)
::({)e:szoveries of provisions credited to profit and 8.421 52,611 155,296 216.324
Net provisions for the year 130 6,617 (101,317) (94,570)
Of which;
Individually determined - - - -

Collectively determined 130 6.617 (101,317) (94,570)
Application 315 108 174,956 175,715
Balances at 31 December 2022 (8,521) (29,168) (244,012) (281,701)
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Impairment losses

(Thousands of euros)

Stage 1 Stage 2 Stage 3 Total
Balances at 1 January 2022 (12,904) (21,749) (398,195) (432,848)
Provisions charged to income for the year (17,994) (58,903) (104,272) (181,169)
:ze;zoveries of provisions credited to profit and 21729 43,891 17282 182,902
Net provisions for the year (15,012) 13,010 1,733
Of which;
Individually determined - - -

Collectively determined (15,012) 13,010 1,733
Application 868 67,533 68,604
Balances at 31 December 2022 (8,966) (35,893) (317,652) (362,5M)

The variation in the item net write-offs due
to bad debts and other movements is main-
ly due to the sale in 2022 of a portion of the
non-performing loans portfolio, which took
place in December 2022. Specifically, it has
led to a reduction of 189 million of non-per-
formingloans, with a high number of defaults,
an application of 67 million of provisions co-
vering these loans, and a negative result in
the profit and loss account of SS5.1 million Eu-
ros recorded under the heading “Impairment
of Assets at amortized cost” in the profit and
loss accounts.

In the profit and loss accounts caption, “ Im-
pairment of Assets at amortized cost” for a
net reversal in the amount of 4,402 thousand
Euros as of December 31, 2021 and a net pro-
vision of 92.492 thousand at December 31,
2022, includes the net effect of provisions
and recoveries of provisions for credit risk in

the amount of 94,570 thousand Euros at De-
cember 31, 2022 and an allowance of 2,671
thousand Euros at December 31, 2021, as
well as 2,077 thousand Euros corresponding
to recoveries of written-off assets at Decem-
ber 31, 2022 and 2.2,047 Euros thousand at
December 31, 2021.

Below is a breakdown of the movement in
the gross amount of the allowance for bad
debts on loans and advances from custo-
mers recorded under the heading Financial
assets at amortized cost under Bank of Spain
Circular 4/2019 for fiscal year 2022 and fis-
cal year 2021:
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Thousands of Euros

Stage 1 Stage 2 Stage 3 Total

5:;?nzc§2a2t the beginning of the financial 8,966 35,893 317,652 362,847
Transfers: (740) (4,205) 7,809 2,864
To Stage 2 from Stage 1 (847) 3,501 - 2,654
To Stage 3 from Stage 1 (659) - 5,225 4,566
To Stage 1from Stage 2 742 (3,345) - (2,603)
To Stage 3 from Stage 2 - (20,087) 34,684 14,597
To Stage 1from Stage 3 24 - (696) (672)
To Stage 2 from Stage 3 - 15,726 (31,404) (15,678)
Net change in exposure and changes in
E:*r)edit risk 561 (2,466) (83,525) (85,430)

Failed - - 2,077 2,077
Exchange rate differences and other ) ) ) )
movements
Balance at year-end 2022 8,787 29,168 244,013 281,968

Thousands of Euros

Balance at the beginning of the financial

Stage 2

Stage 3

Total

year 2022 12,904 21,749 398,195 432,848
Transfers:
To Stage 2 from Stage 1 (2,199) 4,376 - 2,177
To Stage 3 from Stage 1 (351) - 2,944 2,593
To Stage 1from Stage 2 808 (2,915) - (2,107)
To Stage 3 from Stage 2 - (9,331) 14,534 5,203
To Stage 1from Stage 3 8 - (676) (668)
To Stage 2 from Stage 3 - 23,361 (42,507) (19,146)
Net change in exposure and changes in
<(::)edit risk (2,204) (1,347) (56,890) (60,441)
Failed - - 2,052 2.052
Exchange rate differences and other mo- ) ) ) )
vements
Balance at year-end 2022 8,966 35,893 317,652 362,51

During 2022 and 2021 the Group refinanced or renegotiated outstanding customer debt (see

Note 13).
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Financial assets overdue and not impaired

UCI

The following is a breakdown of financial assets past due and not considered impaired by the
entity at 31 December 2022 and 31 December 2021, classified by class of financial instrument:

Thousands of Euros

31.12.22 31.12.21

Per type of counterpart 11 417

Public Administrations - -

Other resident sectors 41 17

Other non-resident sectors - -

Total 1m 47

Credit risk with real estate construction and development

At 31 December 2022 and 2021, financing
for construction and property develop-
ment amounted to 12,608 thousand euros
and 12,931 thousand euros, respectively, of
which10,110 thousand euros and 10,113 thou-
sand euros were impaired assets, respecti-
vely.

The amounts above correspond to financing
granted for construction and real estate pro-
motion. As a consequence, and according to
instructions from Bank of Spain, the debtor’s
CNAE has not been taken into account. This
implies, for example, that if the debtor is:
(a) a real estate company but dedicates the
granted financing to other than construction
or real estate promotion, it is not included on
these charts; and (b) a company which main
activity is not construction or real estate, but
the credit is used to finance estates aimed to
real estate promotion, it is included on these
charts.
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The quantitative information on real estate risk on December 31, 2021 was the following, in thou-
sands of Euros:

Exceso sobre Coberturas
Gross amount . e
valor garantia especificas
Credit risk 12,608 4,716 5,338
Defaulter 10,110 4,151 4,151
Normal 2,498 565 1,187

The chart below details the real estate credit risk based on the type of associated guarantees:

Exceso sobre Coberturas
Gross amount , o
valor garantia especificas
Credit risk 12,931 5,803 5,359
Defaulter 10,113 5,21 5,198
Normal 2,818 592 161

The chart below details the real estate credit risk based on the type of associated guarantees:

31.12.2022 31.12.2021

Without specific guarantee - -
With mortgage guarantee 12,608 12,931
Finished buildings-houses 9,565 9,875
Finishes buildings-others - -

Buildings under construction-houses 1M 424

Buildings under construction-other - -
Urbanised land 2,632 2,632
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Retail mortgage portfolio risk

The quantitative information regarding the retail mortgage portfolio on December 31, 2022 and
2021 is the following:

31.12.2022 31.12.2021

Credit to acquire houses 10,223,134 10,656,454
Without mortgage guarantee 74,099 68,227
Doubtful 12,630 12,616
With mortgage guarantee 10,149,035 10,588,227
Doubtful 1,351,144 1,683,435

Ranges of loan to value (LTV) of the retail mortgage portfolio at December 31, 2022 are the fo-
llowing:

LTV <=40%  40%<LTV<=60% 60% 80%LIV. \1v,100%  TOTAL

<LTV<«=80% <=100%

Live credits to acquire hou-

ses. With mortgage guaran- 1,821,414 3,015,192 3,014,108 1,561,428 736,893 10,149,035
tee

Doubtful credits to acquire

houses. With mortgage 73,848 201,331 292,374 280,644 502,947 1,351,144
guarantee

Los rangos de loan to value (LTV) de la cartera hipotecaria minorista al 31 de diciembre de 2021
son los siguientes:

LTV =40%  40%<LTV<=60% St 80%LIV. 1vs100%  TOTAL

<LTV<«=80% 151(0]0)74

Live credits to acquire hou-
ses. With mortgage guaran- 1,803.588 2,790,142 2,880,106 1,893,753 1,220,638 10,588,227

tee

Doubtful credits to acquire
houses. With mortgage
guarantee

72,408 184,505 338,413 363,269 724,839 1,683,435
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Failed assets

As of 31 December 2022, the total amount of ‘non-performing assets’ amounts to 521,636 mi-
llion euros (31 December 2021: 591,363 million euros).

2022 2021

Balance at the beginning of the year 591,363 590,666
Additions 175,375 68,319

Withdrawals (245102) (67,622)
Balance at the end of the year 521,636 591,363

Securitisation operations

On 31 December there are no assets securi-
tised before 1 January 2004 that were dere-
cognised as the UCI 9 Fund was cancelled in
March 2021.

In June 2022, the step up call of the Prado
IV Fund was executed, the assets of which
were not removed from the Company’s ba-
lance sheet, as the risks and rewards were
retained. Considering that these assets were
already on the Group’s books, the main im-
pacts were the reduction of the shares is-
sued for an amount of 261 million euros and
the cancellation of the Series B Bonds re-
tained by the Company for an amount of 85
million euros and the cancellation of the su-
bordinated loan granted by the Company for
a remaining amount of 6.8 million euros. The
collection of variable commission amounted
to 610 thousand euros.

On the other hand, in March 2022, the Pra-
do X Securitization Fund was set up for an
amount of S65 million euros, of which the
Group holds 1,383 securities of tranches A, B
and C, amounting to a total of 138 million eu-
ros. The Company has also granted the fund
a subordinated loan in the amount of 12 mi-
llion euros.

In October 2022, the “Belem 2” Green Secu-
ritization Fund was set up in the Portuguese
branch for an amount of 331 million euros, of
which the Portuguese branch holds 2,503
Tranche A securities amounting to 250 mi-
llion euros. The Company also acquired 452
Tranche B securities for an amount of 45.2
million euros.

In March 2021 and December 2021, it exerci-
sed the step-up call on the Prado Il and Prado
lIl Securitization Funds, respectively, which
led to their early cancellation.

In September 2021, it exercised the clean-up
call on UCI 10, which led to its early cancella-
tion.

On the other hand, in May 2021, the Prado VI
Securitization Fund was set up for an amount
of 480 million Euros, of which UCI EFC holds
all the bonds of tranches B and C and part of
the bonds of tranche A, amounting to a total
of 48 million Euros. In addition, in October
2021, the Company granted the fund a su-
bordinated loan in the amount of 11 million
Euros. In addition, in October 2021, the Pra-
do IX Securitization Fund was set up for an
amount of 488 million Euros, of which UCI
EFC holds all the bonds of tranches B and
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C and a portion of the bonds of tranche A,
amounting to a total amount of 63.4 million
Euros. The Company also granted the fund a
subordinated loan in the amount of EUR 10.5
million.

(In thousands of Euros)

UCI

Below is a detail of the balances recorded
in the accompanying balance sheets at De-
cember 31, 2022 and 2021 associated with
the securitization transactions, where the
Entity has retained substantial risks and re-
tained substantial advantages:

31.12.2022 31.12.2021

Asset Securitisation Fund UCI 10 - -
Asset Securitisation Fund UCI 11 99,267 116,562
Asset Securitisation Fund UCI 12 142,170 169,411
Asset Securitisation Fund UC| 14 260,905 315,236
Asset Securitisation Fund UCI 1S 332,637 390,773
Asset Securitisation Fund UCI 16 448,690 532,410
Asset Securitisation Fund UCI 17 397,605 471,463
Asset Securitisation Fund Prado Il - -
Asset Securitisation Fund Prado Il - -
Asset Securitisation Fund Prado IV - 278,335
Asset Securitisation Fund Prado V 268,758 300,319
Asset Securitisation Fund Prado VI 288,595 324,453
Asset Securitisation Fund Prado VI 401,867 455,802
Asset Securitisation Fund Prado VIII 403,300 449,951
Asset Securitisation Fund Prado IX 437183 480,241
Asset Securitisation Fund Prado X 522,146 -
Asset Securitisation Fund Belem 1 230,693 298,403
Asset Securitisation Fund Belem 2 314,315 -
TOTAL 4,548,131 4,583,359
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18. Non-current assets held for sale

This caption contains the tangible assets represented by foreclosed assets in respect of unpaid
loans that have been claimed through legal procedures.

The movement on these assets during 2022 and 2021 was the following:

s AHIE s BEEESEEenio o abRmage SIS e om aninan
tions ication cation
:‘s’;z‘t’fsed 358855 65805  (17538) & (93520) 313,602 @ 65005 = (18,037) | (110,535) 250,035
Provisions
foreclosed | (97010) | (19,436) (1,614) = 25332 | (89,500) (25182) | 1,348 45,015  (68,139)
assets
261,845 | 46,369 (15924) (68,188) @ 224102 39,822 | (16,688)  (65,520) 181,716

The amount recorded as reclassification rela-
tes to properties that have been reclassified
to investment property in the balance sheet
in 2022 and 2021 (Note 19).

The sale of the properties in 2022 resulted
in a net gain on the net book value of 7,917
thousand Euros (5,981 thousand Euros gain
in 2021). This amount is recorded under
“Gains or (-) losses on non-current assets
and disposal groups classified as held for sale

not qualifying as discontinued operations” in
the accompanying income statement, inclu-
ding the net gain on disposals, which includes
both the gain on disposals and the provisions
25,182 million Euros and 13,153 million Euros
of recoveries of provisions for non-current
assets held for sale.

Quantitative information relating to foreclo-

sed assets as of 31 December 2022 is as fo-
llows:

Accounting

item value Hedging
::::E:;% easssets originated from financings to real estate construction and development 2173 (933)
Finished buildings: housing or others 1,182 (516)
Buildings under construction: housing or others - -
Land: urbanised land and others 991 (417)
Property assets originated from mortgage financing to families to acquire houses 247,862 (67,386)
Other foreclosed property assets - -
Equity instruments, participations and financings to non-consolidated companies holding ) )
such assets
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The quantitative information regarding foreclosed assets on December 31, 2021 was the fo-
llowing:

Accounting

item value Hedging
Property asse?s originated from financings to real estate construction and develop- 2.385 (1.275)
ment companies
Finished buildings: housing or others 1,348 (656)
Buildings under construction: housing or others - -
Land: urbanised land and others 1,037 (619)
Property assets originated from mortgage financing to families to acquire houses 311,218 (88,226)
Other foreclosed property assets - -
Equity instruments, participations and financings to non-consolidated companies hol- ) )
ding such assets

The classification of foreclosed assets, on December 31, 2022 and 2021, based on their nature
and term of permanence in the balance sheet, is the following:

Less than 3 years

More than 3 years

Finished buildings 90,827 158,217 249,044
Buildings under _ } .
construction

Suelo 141 850 991
2021 Less than 3 years More than 3 years Total
Finished buildings 104,665 207,901 312,566
Buildings under . ) )
construction

Suelo 183 854 1,037

Royal Decree 4/2017 has been applied in
the write-down of the assets remaining on
the balance sheet, taking into consideration
the appraisals carried out by independent
third parties. The valuation methods used in
the appraisals are those described in Order
ECO/0805/2003 of 27 March on valuation
standards for real estate and certain rights for
certain financial purposes, as revised by Or-
der EHA/3011/2007 of 4 October.

The main companies and agencies with
which the Group worked in Spain in 2022
are as follows: Gloval Valuation, S.A.U., Tin-
sa Tasaciones Inmobiliarias, S.A.U., Euroval,
S.A., and Sociedad de tasacién, S.A. (Gloval
Valuation, S.A.U., Tinsa Tasaciones Inmobi-
liarias, S.A.U., Euroval, S.A., and Sociedad de
tasacion, S.A in 2021).
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Details of carrying amount and appraised value for foreclosed assets and investment property
held for sale as of 31 December 2022 and 2021 are as follows:

Concept

31.12.2022

Net book value

31.12.2021
Appraised Net book value Appraised

Foreclosed assets

250,035

Value Value
291,754 224,102 361,720

Total 250,035

During the financial years 2022 and 2021, as
well as in previous years, the Group has ca-
rried out several transactions involving the
sale of non-current assets held for sale and
disposal groups, in which it has financed the
amount required by the buyer to make this
acquisition.

The amount of loans granted by the entity,
during the financial year 2022, for the finan-
cing of this type of operations amounted to
57.599 thousand euros (59.218 thousand eu-
ros during the financial year 2021).

291,754 224,102 361,720

The outstanding balance of this type of finan-
cing on 31 December 2022 and 2021 amoun-

ted to 701.923 thousand euros and 703.338
thousand euros, respectively.

The average funded percentage of such tran-
sactions outstanding on 31 December 2022
and 31 December 2021 corresponds to that
set by the Group in its credit risk policies.
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19. Tangible assets

Property, plant and equipment

UCI

The breakdown of this item in the balance sheets as of 31 December 2022 and 2021 is as fo-

llows:

31.12.2021

Additions

Write-offs

31.12.2022

IT equipment and installations 10,598 658 (4,637) 1,256
Furniture, vehicles and other facilities 12,148 1,292 - 13,440
Buildings 414 - - 414
Works in use 1,063 132 - 1,195
Rights of use 8.507 - - 8,507
32,730 2.082 - 34,812

Accumulated amortisation

IT equipment and installations (8,988) (309) - (9,297)
Furniture, vehicles and other facilities (10,657) (329) - (10,986)
Buildings (146) - - (146)
Works in use - - - -
Rights of use (4.754) (1,927) - (6,525)
(24,545) (4,832) - (26,954)
Net total 8,186 2,118 - 7.858

31.12.2020

Wirite-offs

31.12.2021

IT equipment and installations 13,691 1,770 (244) 13,691
Furniture, vehicles and other facilities 11,561 587 (218) 1,561
Buildings 414 - - 414
Works in use 1,063 - - 1,063
Rights of use 5,823 4,819 (3,407) 5,823
32,552 6,950 (3,869) 32,552
(T T N B R N
IT equipment and installations (1,578) (1,993) 4,584 (8,988)
Furniture, vehicles and other facilities (10,225) (434) 2 (10,657)
Buildings (141) (5) - (146)
Works in use - - - -
Rights of use (2,792) (2,400) 438 (4,754)
(24,736) (4,832) 5,024 (24,545)
Net total 7816 218 (1,748) 8,186
Total, Neto 7.816 2.118 (1.748) 8.186

The amount of fully depreciated assets totals 17,103 thousand euros (20,135 thousand euros in
the year 2021).
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A breakdown, according to their nature, of the items comprising the balance of this item in the

balance sheet on 31 December 2022:

Cost

Thousand of Euros

Accumula-
ted amorti-
sation

Net balance

IT equipment and installations 10,598 (8,987) 1,61
Furniture, vehicles and other facilities 12,148 (10,657) 1,491

Buildings 414 (146) 268

Works in use 1,063 - 1,063
Rights of use 8,507 (4,754) 3,753
Balances at 31 December 2021 32,730 | (24,545) 8,186
IT equipment and installations 1,256 (9,297) 1,959
Furniture, vehicles and other facilities 13,440 (10,986) 2,454
Buildings 414 (146) 268

Works in use 1,195 - 1,195
Rights of use 8,507 (6,525) 1,982
Balances at 31 December 2021 34,159 (26,954) 7858

Circular 4/2019 indicates that financial cre-
dit institutions must apply the accounting cri-
teria defined in Circular 2/2018 for leases. In
this regard, the Group has recorded as rights
of use the impact of the rental of the head
office building in Madrid where it carries out
its activity.

On 31 December 2022 and 2021, the Group
has no tangible assets, either for own use or
under construction, for which there are res-
trictions on title or which have been pledged
as security for the fulfilment of debts.

On 31 December 2022 and 2021, the Group
has no material asset purchase commit-
ments with third parties.

In 2022 and 2021, no amounts have been re-
ceived or are expected to be received from
third parties for compensation or indemnities
for impairment or loss of value of property,
plant and equipment for own use.

The Group has no items of property, plant
and equipment for own use that are tempo-
rarily out of service on 31 December 2022
and 2021.

No impairment of property, plant and equi-
pment was recognised or reversed in 2022
and 2021.
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Investment property

The breakdown of and movements during the year in the accounts included under this heading
in the accompanying balance sheet are as follows:

31.12.20 Additions Writeoffs 31.12.21 Additions Writeoffs 31.12.22

Property investments 129,677 15,924 (9,612) | 29,677 | 135989 | (11,222) | 141,455
Amortizacién Acumulada de inversiones 6.012) | (1.466) 670 6.012)  (6.808) 310 (7.389)
inmobiliarias

. . (7.416)
Correcciones por deterioro (7091) | (1,830) 363 (7.091) | (8,558) 837
Total 16,574 12,628 (8,579) | 120,623 15,602 (9,575) | 126,650

The additions in 2022 and 2021 relate to the
reclassification of items that were recorded
under non-current assets held for sale in the
balance sheet. These are housing units inten-
ded for rental operation.

Details of carrying amount and appraised va-
lue for foreclosed assets and investment pro-
perty held for sale as of 31 December 2022
and 2021 are as follows:

31.12.2022 31.12.2021
Concept Net book value  Valuation = Net book value Valuation
Property investments 126,650 190,573 120,623 178,987
Total 126,650 190,573 120,623 178,987

Income from investment property held for
lease amounted to 3,2 million recognised un-
der “Other operating income” in the income
statement (3,2 million euros on 31 December
2021) and operating expenses for all related
items amounted to 3,358 thousand euros
(5,568 thousand on 31 December 2021), of
which 1,086 thousand euros related to de-
preciation and valuation adjustments (3,264
thousand euros at 31 December 2021). The-
se operating expenses are presented in the
accompanying income statement according
to their nature.

The Group had taken out various insuran-
ce policies to cover the risks to which these
investments are subject, and the Company
considers that the coverage of these policies
is sufficient.
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20. Intangible assets

The breakdown of this item in the balance sheets as of 31 December 2022 and 2021 is as fo-

llows:

31.12.2020 Additions 31.12.2021
Software 8,222 1,034 9,256
8,222 1,034 9,256
Accumulated
Amortisation
Software (5,854) (625) (6,479)
(5,854) (625) (6,479)
Net total 2,368 409 2,777

Software 9,256 1,696 10,952
9,256 1,696 10,952
Accumulated
Amortisation
Software (6,479) (2,019) (8,498)
(6,479) (2,019) (8,498)
Net total 2,777 323 2,454

The amount of fully depreciated assets totals 6,801 thousand euros and 4,875 thousand euros

in 2022 and 2021 respectively.
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21. Tax assets and liabilities

The detail of these headings in the accompanying balance sheets on December 31, 2022 and

2021 is the following:

UCI

Activo Activo Pasivo Pasivo

2022 2021 2022 2021
Current taxes 3.792 4.594 2.027 1.418
Withholding taxes 3.133 4.020 - -
IVA 659 574 500 229
IRPF - - 1.034 1.054
Others - - 493 135
Deferred taxes 82.918 88.051 120.741 1.230
For leases 668 1.140 S76 1126
For derivatives - 6.004 120.165 -
For impairment corrections 59.142 56.772 - -
Tax Credits 23.108 24135 - -
Others - - 104

As a result of the current corporate income tax regulations applicable to the Group, in 2022 and
2021 certain differences have arisen between the accounting and tax criteria which have been
recorded in deferred taxes when calculating and recording the corresponding corporate income

tax.
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22. Other assets and other liabilities

Details of the balance of “Other Assets” and “Other Liabilities” in the accompanying balance
sheet at 31 December 2022 and 2021 are as follows:

Asset Asset Liabilities Liabilities

2022 2021 2022 2021
Accruals 4,785 4,679 23,900 20,560
Debts with Group companies - 1,474 915 -
Other concepts 18,487 16,994 - 6,939
TOTAL 23,272 23,147 24,815 27,499

Other items include, among others, prepay-
ments made by the Group in connection
with its activities in various fields, such as, for
example, amounts paid to the management
companies for the management of its pro-
perties, payments made to solicitors in con-
nection with litigation with its borrowers, as
well as transactions with its suppliers.

Information on payment deferrals made to
suppliers - Third additional provision. “Duty
to provide information” of Law 15/2010 of S
July 2010

In compliance with the provisions of Law
31/2014, of 3 December, which amends the
Capital Companies Act to improve corpora-
te governance, modifies the third additional
provision of Law 15/2010, of S July, amen-
ding Law 3/2004, of 29 December, which
has been developed by the resolution of 29
January 2016, of the Spanish Accounting
and Auditing Institute (ICAC), on the infor-
mation to be included in the annual accounts
in relation to the average period of payment
to suppliers in commercial transactions, the
information relating to deferrals of payment
to suppliers in commercial transactions is
presented. Given the activities in which the
Entity engages, the information required on

the average payment period corresponds ba-
sically to payments for the provision of servi-
ces and sundry supplies.
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2022 2021

Days Days
Average payment period to suppliers. 15 15
Ratio of paid operations. 84.07% 79.99%
Ratio of operations payable. 15.93% 20.01%
Amount (thousands of Amount (thousands of
Euros) Euros)
Total payments made. 77498 71,600
Total outstanding payments. 14,683 17,915
Number of invoices paid within the legal deadline 83,144 71,600
Number of invoices paid within the legal deadline 8,426 7625
Percentage of the volume of invoices paid within the legal dead- o o
line over the total volume of invoices paid (%) 100% 100%
Percentage of the number of invoices paid within the legal 100% 100%

deadline over the total number of invoices paid (%)

Given the activities in which the Group en-
gages, the information required on the ave-
rage payment period corresponds basically
to payments for the provision of services and
sundry supplies.

The average supplier payment period indi-
cated has been obtained considering that
the company has established, in general, the
10th and 25th of each month as fixed su-

pplier payment days.
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23.Financial liabilities at amortised cost

The detail, in thousands of Euros, on December 31, 2022 and 2021 is the following:

31.12.22 31.12.21

Deposits of credit institutions

Loans in credit entities (note 30) 6,539,342 | 6,803,795
Temporary assignment of assets 669,806 513,591
Subordinated loans 184,704 141,107
Valuation adjustments 16,792 2,675
Subtotal 7,410,644 | 7461,168
Debt securities

Convertible bonds 104,000 82,000
:Sesceutrsities associated with transferred financial 2820192 | 3.078.805
Valuation adjustments 201

Subtotal 2,924,393 | 3,160,805
Other financial liabilities 2,084 3,956
Subtotal 10,337,121 | 10,625,929

The breakdown of financial liabilities at amortised cost by residual term as of 31 December
2022 and 2021 is as follows:

31.12.22 31.12.21

Up to 1 month 678,554 898,444
1to 3 Months 2,479,174 2,475,293
3 to 12 Months 3,412,475 3,727957
1to 3 years 498,690 666,811
3toSyears 359,517 487,532
More than S Years 2,908,710 2,369,892
Total 10,337,121 10,625,929

In 2022, interest rates on outstanding financial liabilities ranged from -0.5% to 3.38%.

In 2021, interest rates on outstanding financial liabilities ranged from 1.812% to -0.125%.

356 FEconomic & Financial Report



Subordinated Debt

The heading “Loans and advances to cre-
dit institutions” includes subordinated debt
whose counterparty is the Parent’s sharehol-
ders, i.e., Banco Santander and BNP Paribas
and BNP Paribas Personal Finance.
Specifically, they are included under this
heading;

i) Subordinated debt issued by the UCI 10-17
securitisation funds with a balance on 31 De-

UCI

cember 2022 of 34.7 million (42.2 million at
31.12.21).

ii) Subordinated debt issued by UCI SA,
amounting to 150 million on 31 December
2022 and 104 December 2021.

The detail of the loans subscribed and their
main conditions as of 31 December 2022 is
as follows:

Financial Expirv date Interest rate Non-current Current

institution piry liabilities liabilities

BS 12/12/2029 Euribor+2,5  Half-yearly 40,000

BNPP Paris 12/12/2029 Euribor+2,5  Half-yearly 40,000

BS 09/12/2030 Euribor +2,8  Half-yearly 12,500

BNPP PF 09/12/2030 Euribor +2,8  Half-yearly 12,500

BNPP PF 28/03/2032 Euribor + 0,5 Half-yearly 22,500

BNPP Paris 28/03/2032 Euribor +0,5  Half-yearly 22,500
Eur3 me-

BS 05/03/2039 cesr0.60 6,375
Eur3 me-

BS 05/12/2039 c00r0.55 5,175

BS 05/06/2040 Eur3 me- 5,802
ses+0,63

BNPP PF 05/03/2039 Eur3 me- 6375
ses+0,60

BNPP PF 05/12/2039 Eur3 me- 5,175
ses+0,55

BNPP PF 05/06/2040 Eur3 me- 5,802
ses+0,63

Total 416,504
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The detail of the loans subscribed and their main conditions as of 31 December 2021 is as fo-

llows:

Financial . Non-current Current

institution Saelias [iEEEs e liabilities liabilities

BS 12/12/2029 Euribor + 2,5 Half-yearly 40,000

BNPP Paris 12/12/2029 Euribor + 2,5 Half-yearly 40,000

BS 09/12/2030 Euribor + 2,8 Half-yearly 12,500

BNPP PF 09/12/2030 Euribor + 2,8 Half-yearly 12,500

BS 05/03/2039 Eur3 me- 6,375
ses+0,60
Eur3 me-

BS 05/12/2039 ses+0,55 5,175

BS 05/06/2040 Eur3 me- 5,802
ses+0,63

BS 05/12/2039 Eur3 meses+2 701

BNPP PF 05/03/2039 Eur3 me- 6,375
ses+0,60

BNPP PF 05/12/2039 Eur3 me- 5.175
ses+0,55

BNPP PF 05/06/2040 Eur3 me- 5,802
ses+0,63

BNPP PF 05/12/2039 Eur3 meses+2 701

Total 141,107

The interest paid on these loans is 4,9 million
Euros on 31 December 2022 and 2,1 million
euros on 31 December 2021.

In December 2022, several short-term loans
were subscribed with shareholders, namely
103.4 million Euros granted by Banco San-
tander and 128.4 million Euros granted by
BNP Paribas respectively, indexed to Euribor
6M+S0bp.

In March 2022, two new subordinated debt
issues were made for amounts of 22.5 mi-
llion each and granted by Banco Santander
and BNP Paribas respectively, with a maturity
of 10 years and indexed to Euribor 6M+5S0bp.

In December 2021, two new subordinated
debt issues were made for amounts of 26
million each and granted by Banco Santander
and BNP Paribas respectively, with a maturity
of 10 years and indexed to Euribor 6M+5S0bp.

These loans are subordinated in order to be
included in the calculation of the UCI Group’s
equity, and cannot be amortized or repaid in
advance without prior authorization from the
Bank of Spain. These loans have a maturity
of 10 years and, as previously indicated, are
granted by the shareholders or entities rela-
ted to them.
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Debt securities
A) Convertible bonds

On June 26, 2019, subordinated perpetual
contingent bonds (“CoCos”) convertible
into shares of UCI S.A. were issued, which
were admitted to trading in the Fixed Inco-
me Alternative Market (“MARF”), for a total
amount of 82 million Euros. These bonds
were issued at par and have a unit nominal
value of 200,000 Euros.

On May 25, 2022, the Company issued con-
tingently convertible subordinated perpe-
tual debentures (“CoCos”) into shares of
UCI S.A., which are listed on the Alternative
Fixed Income Market (“MARF”), for a total
amount of 22 million euros. The debentures
were issued at par and have a unit par value
of 200,000 euros.

They are perpetual securities, although they
could be converted into newly-issued or-
dinary shares in UCI, in those cases whe-
re there was a common equity tier 1 ratio
(CET1) below 5.125%, calculated according to
Regulation (EU) 575/2013 of the European
Parliament and the Council, of 26 June, on
prudential requirements of credit institutions
and investment entities. The securities’ con-
version price will be the highest between (i)
the fair value, and (ii) the nominal value of
UCI’s ordinary shares at conversion.

Securities are considered Additional Tier 1
Capital.

Bonds issued on June 2019 will accrue a
non-cumulative remuneration calculated at
an annual interest rate, quarterly payable, of:

UCI

- Percentage applied on the nominal of Coco
bonds of 7.5% from the date of reimburse-
ment (included) to the fifth anniversary (ex-
cluded).

- From the fifth annivesary, and onwards for
every five years, adding a margin of 788.8 ba-
sic points to the applicable S-year mid-swap
rate.

The debentures issued in May 2022 will ac-
crue a non-cumulative discretionary remu-
neration calculated at an annual interest
rate, payable semi-annually from the date of
disbursement of the rate resulting from the
applicable 6-month EURIBOR plus margin of
665 basis points.

Expenses for remuneration of preference
shares contingently convertible into ordinary
shares amount to 6.991 thousand euros on 31
December 2022 (31 December 2021: 6,100
thousand euros). The expense net of its tax
impact has been recognised under “Other re-
serves” in consolidated equity.
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B) Asset-backed securities issued by the UCI Funds

Below is a detail of the balances recorded in the accompanying balance sheets on 31 December
2022 and 2021 associated with outstanding Bonds issued (and not retained by the Group) by
the various Securitisation Funds in which Unién de Créditos Inmobiliarios S.A., E.F.C. acted as
Assignor:

Asset Securitisation Fund UCI 11 69,637 83,927
Asset Securitisation Fund UCI 12 75,602 92,415
Asset Securitisation Fund UCI 14 94,746 122,338
Asset Securitisation Fund UCI 15 135,717 162,375
Asset Securitisation Fund UCI 16 246,296 303,199
Asset Securitisation Fund UCI 17 174,657 217,886
Asset Securitisation Fund UCI 17 - 193,289
Asset Securitisation Fund Prado IV 194,105 225,363
Asset Securitisation Fund Prado V 213,654 248,691
Asset Securitisation Fund Prado VI 306,225 355,732
Asset Securitisation Fund Prado VII 357,583 404,019
Asset Securitisation Fund Prado VIII 376,532 419.040
Asset Securitisation Fund Prado IX 392,234 247487
Asset Securitisation Fund Prado X 179,131 -
Asset Securitisation Fund Belem 1 - -
Asset Securitisation Fund Belem 2 2,816,118 3,075,761
TOTAL (*) 75,602 92,415

This heading also includes an amount of 4,074 thousand Euros on 31 December 2022 (3,044
thousand Euros on 31 December 2021) relating to valuation adjustments of these bonds (ac-
crued interest, issue costs and issue premium).

The accrued interest on these bonds issued in the market and not retained by the Group is 3.1
million euros on 31 December 2022 and 2.1 million euros on 31 December 2021.
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24. Financial assets and liabilities held
for trading

The breakdown of financial assets and liabilities held for trading, measured at fair value, in the
accompanying balance sheets on 31 December 2022 and 2021 is as follows:

Thousands of Euros 2022 2021
Assets Liabilities Assets Liabilities
Trading derivatives 128,429 129,707 24,750 29,168
128,429 129,707 24,750 29,168

The breakdown by currency, maturity and notional amount of the trading derivatives captions in
the balance sheets as at 31 December 2022 and 2021 is as follows:

Thousands of Euros 2022 2021
Assets Liabilities Assets Liabilities
Per currency:
in Euros 128,429 129,707 24,750 29,168
128,429 129,707 24,750 29,168

The breakdown of the balance of trading derivatives assets and liabilities as of December 31,
2022 is as follows:

Thousands of Euros Gl ?022
value Fair value
Assets Liabilities
Other operations on interest rates:
Trading derivatives 2,512,656 128,429 129,707

The breakdown of the balance of trading derivatives assets and liabilities at December 31, 2021
was as follows:

En miles de Euros S ] .2021
value Fair value
Assets Liabilities
Other operations on interest rates:
Trading derivatives 2,566,064 24,750 29,168
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25. Derivates - hedge assounting

The amounts recorded under this heading in
the accompanying balance sheet correspond
to the fair value of derivatives designated as
hedging instruments in cash flow hedging
transactions.

Cash flow hedges are used to reduce the va-
riability of the cash flows (attributable to the
interest rate) generated by the hedged items.

In these hedges, the floating interest rate
of the hedged liability items is converted to
fixed interest rates using interest rate deriva-
tives.

The following is a breakdown of the notional
and/or contractual values of the hedging de-
rivatives held by the Entity on 31 December
2022 and 2021:

Notionals Fair value (asset) Fair value (Liabilities)
Concept 2022 2021 2022 2021 2022 2021
By market type
Unorganised markets 5,157,500 5,366,540 405,406 25 1,608 19,475
Total 5,157,500 5,366,540 405,406 25 1,608 19,475
By product type
Forward transactions - - -
Swaps 5,157,500 5,366,540 405,406 25 1,608 19,475
Options - - -
Other products - - -
Total 5,157,500 5,366,540 405,406 25 1,608 19,475
On the counterpart
Credit institutions - Residents 2,158,794 2,455,290 223,591 25 - 4,365
Credit institutions - Non-residents 2,998,707 2,911,250 181,815 - 1,608 15,110
Rest
Total 5,157,500 5,366,540 405,406 25 1,608 19,475
Per remaining term
Up to 1year 1,978,650 2,211,435 21,323 - - 2,31
More than 1year and up to S years 1,390,190 1,462,675 127,814 - - 2,339
More than S years 1,788,660 1,692,430 256,269 25 1,608 14,825
Total 5,157,500 5,366,540 405,406 25 1,608 19,475
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Notionals Fair value (asset) Fair value (Liabilities)
Concept 2022 2021 2022 2021 2022 2021
By type of covered risk
Interest rate risk 5,157,500 5,366,540 405,406 25 1,608 19,475
Currencies - - -
Credit - - -
Total 5,157,500 5,366,540 405,406 25 1,608 19,475
By type of elements cove-
red
(lFoi:;'g‘;‘2('1"":;:;:;;"’“‘5“ cost 5157500 5366540 405406 25 1608 19475
Financial assets at amortised cost ) ) )
(debt securities)
Total 5,157,500 5,366,540 405,406 25 1,608 19,475

The notional amount of the asset and liability hedging derivative contracts does not represent
the risk assumed by the Entity as its net position is obtained from offsetting and/or combining

these instruments.

The detail of the impact on the profit and loss account

for the years 2022 and 2021 is as follows:

31.12.2022
Resylt CL e Result in hedged instrument
instrument
Concept Profit Loss Profit Loss
Swaps - 32,936 32,830 -
Other products - - - -
Total - 32,936 32,830 -

Resu

31.12.2021

It on hedging

Result in hedged instrument

instrument
Concept Profit Loss Profit Loss
Swaps - 37,362 17,516 -
Other products - - - -
Total - 37,362 17,516 -

The amount recognised in the statement of recognised income and expense relates mainly to

changes in the value of cash flow hedges.
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26. Provisions

The balance of “Other Provisions” under “Provisions” is as follows:

Thousands of Euros

2022 2021

Provisions for taxes and other legal contingencies 9,306 5,929
Other provisions 7226 8,485
16,532 14,414

This heading includes provisions for legal is-
sues, which have been estimated by applying
prudent calculation procedures consistent
with the conditions of uncertainty inherent
to the obligations they cover.

The financial sector has been exposed for
years to multiple legal incidents (by way of
example and not limitation): massive out-of-
court and/or court claims for “floor clauses”
(also extending to “settlement/negotiation
agreements” and cancelled loans); mortgage
loan arrangement fees”; IRPH; and “amounts
paid by purchasers for the purchase of a
home” (Law 57/68); among other various
incidents. Therefore, the Entity has consi-
dered provisioning amounts related to some
of these cases, based on open proceedings
amounting to 9,306 thousand Euros in 2022
(5,929 thousand Euros in 2021). Qualitative
information in relation to the legal framework
of these issues is detailed below.

Currently, mortgage expenses represent the
maijority of out-of-court and/or judicial claims
filed by customers with financial institutions.
On 16 July 2020, the CJEU published a ruling
on the constitution and cancellation costs of
mortgage loans taken out with consumers,
origination fees, limitation period and costs
arising from proceedings for the nullity of un-

fair terms, in line with the above, determining
that, where appropriate, it will be the natio-
nal judges who will have to rule, analysing the
applicable regulations on a case-by-case ba-
sis, on the nullity of the clause and the resti-
tution of amounts, if applicable.

In addition, the heading “Sundry provisions”
includes various items linked to the reco-
verability of certain transactions that have
been covered by the law on the regulation
of excessive indebtedness of individuals
(3869/2010), relating to loans originated in
the defunct UCI branch in Greece.
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27. Fair value of financial assets and
liabilities not carried at fair value

The Group’s financial instruments are mea-
sured at fair value, except for those carried at
amortised cost.

Most of the financial liabilities recognised in
full under “Financial liabilities at amortised
cost” in the balance sheet on 31 December
2022 and 2021 are at a floating rate, with the
applicable interest rate reviewed periodica-
Ily, and therefore their fair value as a result of
changes in market interest rates does not di-
ffer significantly from the amounts at which
they are recognised in the accompanying ba-
lance sheet.

The remaining assets and liabilities are fixed
rate; of these, a significant portion have a ma-
turity of less than 1 year and, therefore, their
market value as a result of market interest
rate movements is not significantly different
from that recorded in the accompanying ba-
lance sheet.

Thus, the fair value of the amount of fixed
rate, forward assets and liabilities with a resi-
dual maturity of more than one year does not
differ significantly from that recorded in the
accompanying balance sheet.

The fair value of the Company’s financial ins-
truments on 31 December 2022 and 2021 for
each class of financial assets and liabilities
measured at fair value is presented below,
broken down by class of financial assets and
liabilities at the following levels:

« Level 1: The fair value has been determined
based on quoted prices in active markets, wi-
thout making any changes to the assets.

« Level 2: Fair value has been estimated ba-
sed on quoted prices in organised markets for
similar instruments or by using other valua-
tion techniques in which all significant inputs
are based on directly or indirectly observable
market data.

« Level 3: Fair value has been estimated
using valuation techniques in which some
significant input is not based on observable
market data.

The reasons for differences between the fair
value and the carrying amount of financial
instruments are as follows:

- For instruments issued at a fixed rate, the
fair value of the instrument varies with chan-
ges in market interest rates. The longer the
residual maturity of the instrument, the grea-
ter the variation.

- For instruments issued at a floating rate,
the fair value may differ from the carrying
amount if the spreads to the reference inte-
rest rate have changed since the instrument
was issued. If the margins remain constant,
the fair value matches the book value only
on repricing dates. On all other dates, interest
rate risk exists for flows that are already de-
termined.
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Book value Fair value

Thousands of Euros

2022

LEVEL1 LEVEL 2

LEVEL 3

Valuation techniques

Financial assets

Cash, cash balances
at central banks

and other demand 272,076 272,076 - 272,076 -
deposits
Financial assets held Linear interest rate swaps
; : 128,429 128,429 - 128,429 - (Interest rate swaps) Flow
or trading di .
iscounting
Financial assets at
amortised cost
Present value method
- Debt securities 146,116 146,116 146,116 . _ [discountedfuture cash
flows). Prices observed in
active markets
- Loans and advan- Present value method
ces 10,039,731 10,034,566 - 10,034,566 - (discounted future cash
flows)
Linear interest rate swaps
Hedging derivatives 405,406 405,406 - 405,406 - (Interest rate swaps) Flow
discounting
Financial liabilities
Financial liabilities Linear interest rate swaps
- 129,707 129,707 - 129,707 - (Interest rate swaps) Flow
held for trading . .
discounting
Financial liabilities at Present value method
: 10,337,121 10,331,957 - 10,331,957 - (discounted future cash
amortised cost
flows)
Linear interest rate swaps
Hedging derivatives 1,608 1,608 - 1,608 - (Interest rate swaps) Flow
discounting
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Thousands of Euros

Book value  Fair value

LEVEL1

2022
LEVEL 2

Valuation techniques

LEVEL 3

Financial assets

Cash, cash balances at

central banks and other 263,386 263,386 - 263,386 -
demand deposits
Financial assets held for Linear interest rate swaps
) 24,750 24,750 - 24,750 - (Interest rate swaps) Flow
trading di .
iscounting
Financial assets at amor-
tised cost
Present value method (dis-
. counted future cash flows).
- Debt securities - - - - - . .
Prices observed in
active markets
_Loansandadvances 10367855 10533931 - 10533931 .  [resentvalue method (dis-
counted future cash flows)
Linear interest rate swaps
Hedging derivatives 25 25 - 25 - (Interest rate swaps) Flow
discounting
Financial liabilities
. Lt Linear interest rate swaps
cnancial labilities held 29168 29168 . 29168 - (Interest rate swaps) Flow
or trading . .
discounting
Finangial liabilities at 10.626.929 10.617196 ) 10.617196 ) Present value method (dis-
amortised cost counted future cash flows)
Linear interest rate swaps
Hedging derivatives 19,475 19,475 - 19,475 - (Interest rate swaps) Flow

discounting

Financial instruments at fair value and deter-
mined by published prices in active markets
(Level 1) comprise government bonds, cor-
porate bonds, exchange-traded derivatives,
securitised assets, equities, short positions
and issued bonds.

In cases where quotations cannot be obser-
ved, management makes its best estimate

of what the market would price using its own
internal models.

In most cases, these internal models use
data based on observable market parame-
ters as significant inputs (level 2) and some-
times use significant unobservable inputs in
market data (level 3).
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28. Other global accumulated results

The detail of this caption of the accompanying balance sheets on December 31, 2022 and 2021
is the following:

In thousands of Euros 2022 2021
Available-for-sale financial assets:

Debt securities - -
Cash flow hedges 280,386 (14,007)
Other valuation adjustments - -
Total 280,386 (14,007)

The breakdown of this item in the accompanying balance sheets on 31 December 2022 and
2021 is as follows:

In thousands of Euros 2022 2021

Cash flow hedges 280,386  (14,007)
280,386  (14,007)

The balance included in cash flow hedges corresponds to the net amount of those changes in
the value of financial derivatives designated as hedging instruments for the portion of the hedge
that is considered to be an effective hedge. The movement during 2022 and 2021 is as follows:

In thousands of Euros 2022 2021
Opening balance (14,007) (75,443)
Additions net -
Value variations 294,393 61,436
Total 280,386 (14,007)
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29.Equity

On 31 December 2022 and 2021, the share
capital of the parent company consists of
58,928 thousand and 43,730 thousand or-
dinary bearer shares with a par value of 2.61
euros each, fully subscribed and paid up. All
shares have equal voting and dividend rights.

The composition of the shareholding as of 31
December 2022 and 2021 is as follows:

Banco Santander S.A. S0%
BNP Paribas Personal Finance SA (Francia). 40%
BNP Paribas, S.A. (Francia) 10%

On 22 December 2021, in order to strengthen
the Company’s equity and, in particular, its or-
dinary tier 1 capital at the individual level, the
shareholders decided to increase the share
capital of UCI S.A. by an amount of 16,118,159
euros, by issuing 6,175,540 new shares with
a par value of 2.61 euros each, numbered se-
quentially from 37,555,001 to 43,730,540 in-
clusive, which were created with a total share
premium of 43,881,840 euros for all the new
shares issued.

On March 4, 2022, and in order to streng-
then the Company’s shareholders’ equity
and, in particular, its ordinary tier 1 capital
at the individual level, the shareholders de-
cided to increase the share capital by the
amount of 27,023,940 Euros, by issuing
10.354,000 new shares with a par value of
2.61 Euros each, numbered sequentially from
43,730,540 to 54,084,540 inclusive, which
were created with a total share premium of
72,976,060 Euros for the new set of newly
issued shares.

UCI

On December 2,2022, and in order to stren-
gthen the Company’s shareholders’ equity
and, in particular, its ordinary tier 1 capital at
the individual level, the shareholders decided
to increase the share capital by the amount
of 12,642,840 Euros by issuing 4.2.61 par
value each, numbered sequentially from
54,084,540 to 58,928,541 inclusive, which
were created with a total share premium of
34,357,160 euros for the new set of shares
issued.

Legal Reserve

In accordance with the Revised Text of the
Corporate Enterprises Act, entities that ob-
tain profits in a financial year are to transfer
10% of the profit for the year to the Legal Re-
serve. Such transfers are to be made until the
Legal Reserve reaches at least 20% of the
paid-up share capital. The Legal Reserve may
be used to increase share capital to the ex-
tent that its balance is in excess of 107% of the
share capital once increased. Until it exceeds
20% of share capital, the Legal Reserve may
only be used to compensate losses provided
that there are no other reserves available that
are sufficient to cover this purpose.

On 31 December 2022 and 2021, the Parent
Company had set up this reserve at the mi-
nimum limit established by the aforementio-
ned law.

Economic & FinancialReport 369



UCI

Determination of own funds
Parent company and consolidated reserves

The Parent Company’s reserves correspond
to retained results or losses not compensa-
ted from prior years and the positive differen-
ce on first consolidation (1989). Reserves in
Companies consolidated under the full con-
solidation method correspond to retained
results or losses not compensated from prior
years in subsidiaries.

Basic earnings per share

Basic earnings per share are determined by
dividing the Company’s net income for a pe-
riod, adjusted by the after-tax amount co-
rresponding to the remuneration recorded in
equity of contingently convertible preferred
stock (see Note 8.2), by the weighted avera-
ge number of shares outstanding during that
period, excluding the average number of tre-
asury shares held during that period.

Accordingly:

2022 2021

Income for the year (thousands of euros) (2,338) (5,794)
Iéﬁr;]uusr;e:da:g? ;):rzz?t(lnisgtslyzcionvertlble preferred stock (PPCC) (6.991) (4.270)
Dilutive effect of changes in income for the period arising from potential conversion ) )
of common stock

(9,329) (10,064)
Of which:
Profit from discontinued operations (net of minority interests) ) )
(thousands of euros)
Zﬁiﬁ;‘;ﬂrg:;?;n;g;ct|V|t|es (net of minority interests and PPCC remuneration) (9.329) (10,064)
Weighted average number of shares outstanding (Note 7) 58,928,540 43,730,540
Adjusted number of shares 58,928,540 43,730,540
Basic earnings/(loss) per share (euros) (0.16) (0.23)
Basic earnings/(loss) per share from discontinued operations (euros) - -
Basic earnings/(loss) per share from continuing operations (euros) (0.16) (0.23)

The variation has been the following:

Balance Mov. Year Applicati(_)n Ch_ange in Saldo Mov. year Balance
31.12.20 accounting principle 31.12.21 31.12.22
Parent Entity (36,467) 5,276 - (31,191) (12,785)  (43,976)
Consolidated companies 306,008 (44,819) 4,866 266,056 35,397 301,453
Total 269,541 (39,543) 4,866 234,865 22,612 257477
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30. Balances and transactions with

group Companies

Balances with Group companies as of 31 December 2022 and 2021 are as follows:

31.12.22 31.12.21

Cash, cash balances with central banks and other demand deposits

Santander 211,792 70,012
BNP Paribas 53,429 6,190
Flow hedging derivatives

Santander 222,320 -
BNP Paribas 176,746 -
Derivative valuation adjustments

Santander 1,295 25
BNP Paribas 1,580

Financial liabilities at amortized cost

Repos

BNP Paribas Paris 60,138 91,0M
Santander 74,222 -
Subordinated loans

BNP Paribas Personal Finance 40,000 40,000
BNP Paribas Paris 35,000 12,500
Santander 75,000 52,500
Debt securities issued

BNP Paribas Personal Finance 32,800 32,800
BNP Paribas Paris 19,200 8,200
Santander 52,000 41,000
Financial expenses - Loans

BNP Paribas-préstamos 21,599 8,496
Santander- préstamos 20,828 3,561
Net financial result - financial instruments

Gastos swaps Santander 1,939 (10,022)
Gastos swaps BNP Paribas 2,033 9,824
Convertible debenture remuneration

Banco Santander - Cocos 7839 3,050
BNPP PF- Cocos 6,022 2,440
BNPP - Cocos 1,055 610
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31. Tax position

The Group has open for tax audit since 2019,
in respect of all the taxes applicable to the
Group, with the exception of Corporation Tax,
which is open for inspection as from the year
2018.

These tax returns involved cannot be defini-
tive until they have been verified by the Ad-
ministration or until four years have elapsed
since their date of filing.

The UCI Group settles Corporation Tax for
the financial years 2022 and 2021 under the
taxation base, in accordance with the pro-

visions of the Ministerial Order of October
3, 1992, not incorporating - ComprarCasa,
Rede de Servigos Imobiliarios, SA, UCI HOL-
DING Ltda, COMPANHIA PROMOTORA UCI
and UCI-Mediacéo of Seguros Unipessoal
Lda, being part of the tax consolidation group
Unidn de Créditos

Inmobiliarios, S.A., Establecimiento Finan-
ciero de Crédito, Retama Real Estate, S.A.U.
y UCI Servicios para Profesionales Inmobilia-
rios, S.A.U.

The calculation for the tax charge payable is
the following:

31.12.22 31.12.21

Accounting results before tax (54,928) 51,860
Results from subsidiaries not incorporated in the tax consolidation (3,751) (7,280)
Consolidated accounting result before tax - (39,756)
Accounting profit before tax consolidated group (58,679) 4,824
Permanent differences 3,759 3,737
Temporary differences 4,509 (6,104)
Obligaciones convertibles (6,991) (6,100)
Convertible bonds Tax base (57403) (3,643)
Compensation of tax bases

Tax rate - (1,093)
Compensation temporary differences (25%) - -
Compensation tax losses carried forward (25%) - -
Others - -
Payments on account Corporate Income Tax (3,061) (3,965)

Tax payable
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The calculation for the tax charge payable is the following:

31.12.22 31.12.21

Accounting results before tax (54,928) 51,860
Results from subsidiaries not incorporated in the tax consolidation (3,751) (7,280)
Consolidated accounting result before tax (58,679) 44,580
Permanent differences 3,759 3,737
Total (54,921) 48,317
Tax expense (2,778) 14,495
Previous years’ tax 25 S1
Tax expense Branch in Portugal 1,300 1,250
Impairment of tax credits 1,026 6,500
Others 13 76
Current tax expense (83) 22,372

At December 31, 2022, the Group has not
capitalized the taxable income generated by
the Tax Group in 2022.1.1 million euros were
capitalized at December 31, 2021, and these
tax credits are presented under “Deferred tax
assets” on the asset side of the accompan-
ying consolidated balance sheet. In addition,
in 2022, the Group has made an impair-
ment for an amount of 1,026 thousand euros
(6,500 thousand euros in 2021), in relation to
the tax credits it had capitalized, in an exerci-
se of prudence and in accordance with the
business plan, estimating the recoverability
of the amounts currently capitalized to be hi-
ghly probable with the generation of consoli-
dated taxable income.

Deferred tax assets and liabilities” mainly in-
clude deferred tax assets relating to the tax
effect of the valuation of hedging derivatives
amounting to 120,165 thousand euros on 31
December 2022 (6,015 thousand euros on
31 December 2021), as well as those arising
from provisions for non-deductible credit im-
pairment, which are monetizable.
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Details of deferred tax assets and liabilities, excluding the tax effect of the valuation of hedging
derivatives, on 31 December 2022 and 2021 and their movement are as follows:

2022 Additions Write-offs  Adjustments 2021
ot ahe o et i 2z - s
Provision for contingencies - - - - -
Effects of the adoption of Circular 4/2019 - - - - -
:ngzic:;;% ||r(')na|c:1a|rment of non-deductible non 8.478 508 ) ) 8.986
Non-deductible impairment on investment property 2,519 - (331) - 2,188
Other Assets (IFRS 16) 1,129 - (461) - 668
Other liabilities (IFRS 16) (1,115) - 539 - (576)
Tax credits 24,135 - (1,026) 23,109
80,896 2,724 (1,279) - 82,342

Details of deferred tax assets and liabilities, excluding the tax effect of the valuation of hedging
derivatives, on 31 December 2021 and 2020 and their movement are as follows:

2020 Altas Bajas Ajustes 2021
e o T s - e
Provision for contingencies - - - - -
Effects of the adoption of Circular 4/2019 - - - - -
E:;\l/)ii?g:sr impairment of non-deductible non mone- 10,774 5167 (7.463) . 8.478
Non-deductible impairment on investment property 2,079 440 - - 2,519
Other Assets (IFRS 16) I 218 - - 1129
Other liabilities (IFRS 16) (903) (212) - - (1,115)
Tax credits 1,927 - - (1,927) -
Créditos fiscales 29,542 1,093 (6,500) - 24,135

100,080 6,706 (13,963) (11,927) 80,896

374 Economic & Financial Report



UCI

The breakdown of the income tax expense for 2022 and 2021 is as follows:

Thousands of Euros

2022 2021
Current tax 1,337 15,089
Deferred tax (1,445) 7232
Tax expense (108) 22,321

Apart from the income tax charged in the profit and loss accounts, the Company has charged the
following amounts to equity in respect of the following items:

Thousands of Euros
2022 2021
Net credits (debits) to equity: - -
Valuation of cash flow hedging derivatives (126,168) (24,.175)

32. Contingent commitments

Contingent commitments include those irrevocable commitments that could result in the re-
cognition of financial assets contingent commitments include those irrevocable commitments
that could result in the recognition of financial assets.

The detail of this caption on December 31, 2022 and 2021 is the following:

31.12.22 31.12.21

Granted commitments loans 39,462 30,884
Which of doubtful 40 40
Other granted commitments 2,043 2,382

41,506 33,267

The loan commitments granted section re- As at 31 December 2022 and 2021, there are
cords the firm commitments to grant credit no contingent commitments in addition to
under certain conditions and terms. those mentioned in the table above. At both

dates, third party availability is not subject to
any restrictions.
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33. Income from interests

The detail of this caption in the accompanying income statement for the financial years ended
December 31, 2022 and 2021 is as follows:

31.12.22 31.12.21

Financial assets at amortised cost 189,480 171,090
Derivatives - hedge accounting, interest rate risk 32,830 17,516
Other assets 74 287
Total 222,384 188,893

The balance of the “Financial assets at amortized cost” caption under the “Interest income”
caption is as follows:

3112.22  31.12.21

Financial assets at amortized cost

Debt securities 178 -

Loans and advances to customers 185,302 171,090
185,480 | 171,090 |

Of which interest in stage 3 exposures 49,214 56,534

34. Expenses from interests

The detail of this caption in the accompanying income statement for the financial years ended
December 31,2022 and 2021 is as follows:

31.12.22 31.12.21

Financial liabilities at amortised cost 63,976 13,575
Derlvgtlves - hedge accounting, interest 32,936 37366
rate risk

Other liabilities 166 188
Total 97,077 51,129
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The balance of the “Financial assets at amortized cost” caption under the “Interest expenses”
caption is as follows:

311222  31.12.21

Financial assets at amortized cost

Deposits in credit entities 59,309 10,445

Subordinated liabilities 4,667 3,130
63,976 13,575

35. Personal cost

The breakdown of the balance of this item in the accompanying consolidated income state-
ments is as follows:

31.12.22 31.12.21

Wages and salaries 26,101 26,040
Employee benefits expense 8114 7907
Total 34,215 33,948

The number of employees of the Group as of 31 December 2022 and 2021, distributed by pro-
fessional category, is as follows:

31.12.22 31.12.21

Management and Leadership 60 58
Mapagers and Specialised Tech- 127 121
nicians

Technical and Administrative 476 473
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The average number of employees of the Group by category and gender as of 31 December
2022 and 2021 was as follows:

31/12/2022 31/12/2021
Men Women Total Men Women Total

Grupo lll

A 109 194 303 10 193 303

B 34 64 97 35 61 96

c 34 42 76 34 51 85

Grupo I

A 13 8 21 14 8 22

B 3 1 4 2 1 3

C 48 54 101 47 55 101

Grupo |

A 19 5 24 19 5 24

B 26 5 31 24 5 29

C 1 4 5 1 4 5

Otros - - -

Total 285 376 660 285 381 666
The number of the Group’s employees by ca- The average number of employees with a
tegory and gender as of 31 December 2022 disability greater than or equal to 33% was 6
and 2021 is similar to that presented above, (3 men and 3 woman) and they are distribu-
as there are no significant changes compa- ted in the following categories.
red to the number of employees in the pre-
vious year.

31.12.22 31.12.21

Women Women

Técnicos y administrativos

A 1 1 2 1 1 2
B - - - - - -
C 2 2 4 1 1 2
Total 3 3 6 2 2 4
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36. Administration costs

The composition of this caption in the accompanying consolidated income statement is as fo-

llows:

UCI

31.12.22 31.12.21

Rents and leases 3,739 5,823
On propertties, installations and materials 3,976 5,367
Information technology 2,625 3,032
Advertising and Propaganda 3,195 3,195
Legal and lawyers’ fees 22,287 9,091
Representation costs and trips 997 853
Insurance premiums 496 496
Sub-contracted administrative services 1,407 1,573
Autid and consulting 3,387 3,158
Local levies and taxes 1,848 7333
Other expenses 7,010 5,398
50,967 45,319
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8.1 Composition of
Governing Bodies

Composition of the Board of Directors

Chair: Matias Rodriguez Inciarte Chair of Santander Universidades

Global Director of Risk Supervision and Consolidation in Banco

Board Member: Remedios Ruiz Macia Santander; board Member of Banco Santander Totta

Board Member: Patrick Marie Alain Denis Miron

. Delegate CEO of BNP Paribas Personal Finance
de L Espinay

Board Member: Michel Falvert Director Large Agreements BNP Paribas Personal Finance

Sectretary of the Board of Directors: Eduardo Isidro Cortina

Romero Legal and Compliance Director

Uniodn de Créditos Inmobiliarios, S.A., Establecimiento Financiero de Crédito

Chair: Matias Rodriguez Inciarte Presidente de Santander Universidades

Global Director of Risk Supervision and Consolidation in Banco

Board Member: Remedios Ruiz Macia Santanderboard Member of Banco Santander Totta

Board Member: Patrick Marie Alain Denis Miron

. Delegate CEO of BNP Paribas Personal Finance
de L Espinay

Board Member: Michel Falvert Director Large Agreements BNP Paribas Personal Finance

Independent Member: Jean Frangois Georges Marie

. Independent Member of Findomestic Banca
Deullin

Sectretary of the Board of Directors: Eduardo Isidro Cortina

Romero Legal and Compliance Director

Retama Real Estate, S.A.U.

Sole Director: Roberto Colomer Blasco CEO of UCI
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Composition of the Board of Directors

Chair: Roberto Colomer Blasco: CEO of UCI

Board Member: José Manuel Fernandez Fernandez. Deputy CEO
Commercial Area of UCI

Board Member: Philippe Laporte. Deputy CFO, Technology and
Clients of UCI

Board Member: José Antonio Borreguerro Herrera. IT Director of
UucCl

Board Member: José Gerardo Duelo Ferrer. Chair General
Council of COAPIS

Board Member: Fernando Garcia Erviti. Independent Real Estate
Consultant

UCI Servicios para
Profesionales Inmobiliarios S.A.

Board Member and Secretary of the Board of Directors: Eduardo
Isidro Cortina Romero. Legal and Compliance Director

Chair: Roberto Colomer Blasco. CEO of UCI

Board Member: Pedro Megre Monteiro do Amaral. CEO of UCI
Portugal
Board Member: Luis Mario Saraiva Fonseca Nunes . CEO of
Comprarcasa Portugal
CCPT ) Compr.a.r,c.asa Rede Board Member: Luis Carvalho Lima. Chair of the National
Servigos Imobiliarios S.A. Management of APEMIP

Board Member: Vasco Morgadinho Reis. Deputy Chair of the
National Management of APEMIP (Consultant)

Secretary of the Board of Directors: Magda Andrade. Legal
Director of UCI Portugal

Company’s Director: Gregory Hervé Delloye. CFO of UCI Portugal
UCI Mediacao de

Seguros Unipessoal, LDA Company’s Director: Pedro Megre Monteiro do Amaral. CEO of
UCI Portugal

Company’s Director:: Tiago Miguel da Cruz Marcelino,
Administrative and Financial Director

Holding Brasil L.T.D.A.
Company’s Director: Alan dos Santos Gomes, Sales

ManagerComercial
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Composition of the Board of Directors

Chair: José Antonio Carchedi.

Deputy Chair: Roberto Colomer Blasco, CEO of UCI

Board Member: Luis Felipe Carlomagno Carchedi. CEO Companhia

Companhia Promotora UCIS.A
Promotora UCI, S.A. Board Member: Pedro Megre Monteiro do Amaral. CEO of UCI
Portugal

Company’s Director: Tiago Miguel da Cruz Marcelino.
Administrative and Financial Director

Company’s Director: Alan dos Santos Gomes. Sales Manager

Chair: Pedro Manuel Megre Monteiro do Amaral. CEO of UCI
Portugal

UCI Greece Credit and Loan

Receivables Servicing Company Board Member: Aristidis Arvanitakis. Managing director

Board Member independiente: Dominique Bernard Marie Servajean.
Managing Partner of Bedor Excem

Composition of Committees of the Board of Directors
UCI Group

Composition of Committees of the Board of Directors UCI Group

Presidente: Michel Falvert. Director Grandes Acuerdos BNP
Paribas Personal Finance

Vocal: Remedios Ruiz Macia. Directora Global de Supervision y
Control de Riesgos en Banco Santander; Consejera del Banco
Santander Totta

Presidente: Michel Falvert. Director Grandes Acuerdos BNP
Paribas Personal Finance

Vocal: Remedios Ruiz Macia. Directora Global de Supervision y

UCI Group Audit
and Risks Committee

UCI Group Assessment, Control de Riesgos en Banco Santander; Consejera del Banco
Suitability and Santander Totta
Remunerations Committee Presidente: Matias Rodriguez Inciarte. Presidente de Santander

Universidades

Vocal: Michel Falvert. Director Grandes Acuerdos BNP Paribas
Personal Finance
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Composicion de las Comisiones del Consejo de Administracion Unidn de Créditos Inmobiliarios, S.A., Establecimien-

to Financiero de Crédito

Presidente: Jean Francois Georges Marie Deullin. Consejero
Independiente de Findomestic Banca

Vocal: Michel Falvert. Director Grandes Acuerdos BNP Paribas
Mixed Audit and Risk Committee Personal Finance
Vocal: Remedios Ruiz Macia. Directora Global de Supervision
y Control de Riesgos en Banco Santander; Consejera del Banco
Santander Totta
Presidente: Jean Francois Georges Marie Deullin. Consejero
Independiente de Findomestic Banca
Appointments and Remunerations Vocal Matias Rodriguez Inciarte. Presidente de Santander
Committee Universidades
Vocal: Michel Falvert. Director Grandes Acuerdos BNP Paribas
Personal Finance
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Composition of the Management and

Executive Committee

Composition of the Management and Executive Committee

UCI Group
Management Committee

Roberto Colomer Blasco. CEO of UCI

José Manuel Fernandez Fernandez. Commercial deputy general
Manager of UCI

Philippe Laporte. Deputy CFO, Technology and Clients of UCI

Angel Aguilar Otero. HR Manager

Catia Alves. Sustainability and Rehabilitation Manager

Ruth Armesto Carballo. Brand and Marketing Manager

Rodrigo Malvar Soto. Risk Manager

Pedro Megre. CEO of UCI Portugal

Olivier Rodriguez. General Intervention Manager

Francisco Javier Villanueva. Risk Assessment and Quality
Manager

UCI Group
Executive Committee

Anabel del Barco del Barco. Communications Manager

José Antonio Borreguero Herrera. IT Manager

Eduardo Isidro Cortina Romero. Legal and Compliance Manager

Fernando Delgado Saavedra. Professional Marketing Manager

Francisco José Fernandez Ariza. Professional Services Manager

Cecilia Franco Garcia. After Sales and Estates’ Management
Manager

José Garcia Parra. Commercial Organisation Manager

Marta Pancorbo Garcia. Simplification Manager

Tomas Luis de la Pedrosa Masip. Internal Audit Manager

Miguel Angel Romero Sanchez. Customer Manager
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UCI Portugal
Executive Committee

Pedro Manuel Megre Monteiro do Amaral. CEO of UCI Portugal

Gregory Delloye. Risk and financial director

José Portela. Operations Manager

Inés Silvestre. Customer Manager

Pedro Pereira. Direct Channel and Marketing Director

Carlos Vintem. Sales Manager

UCI Greece Credit and Loan Receivables
Servicing Entity, Executive Committee

Pedro Manuel Megre Monteiro do Amaral. CEO of UCI Portugal

Avristidis Arvanitakis. CEO of UCI Portugal

Christos Grammatikopoulos. Administrative and Financial
Manager

Thanasis Philippou. Operations and Recoveries Manager.

Evangelos Delis. Chief Portfolio Officer

Companhia Promotora
UCI S.A. Executive Committee

José Antonio Carchedi. Chair

Roberto Colomer Blasco. CEO of UCI

Luis Felipe Carlomagno Carchedi. CEO Companhia Promotora
UCIS.A.

Pedro Megre Monteiro do Amaral. CEO UCI Portugal
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8.2 List of branches

Spain

UCI Spain Headquarter
Torre Ombu

Calle Ombu, 3

28045 - Madrid

Alicante
Av Maisonnave, 19,
4°3 03003 Alicante

Almeria
General Tamayo, 1,
2204004 Almeria

Barcelona

Rambla de Cataluiia, 20,
Entresuelo 22

08007 Barcelona

Barcelona

Av. Josep Tarradellas, 20-30
- Roselld 1-13.

Planta 32, puertas 72y 82
08029, Barcelona

Gijon
Celestino Junquera, 2, Ofic
17,33202 Gijén

Jerez

Avda. Alcalde Alvaro Dome-
cqn24 -Local 2

1402 Jerez de la Frontera

Las Palmas
Calle Venegas, 2, ofic. 8
5003 Las Palmas

Madrid
Principe de Vergara, 43, 32
28001 Madrid

Avda de Cdrdoba, 21, 32, 1B
28026 Madrid

Malaga

Calle Alameda Principal n211
42 planta, 32

29001 Malaga

Marbella
Av. Ricardo Soriano, 19, 72,
C-D 29601 Marbella

Murcia

Plaza de la Fuensanta, 2,
S%B2

30008 Murcia

Palma
Av. Alejandro Rossello,

21,32 07002 Palma de
Mallorca

Sevilla
Plaza Nueva n? 3 - 32 planta
41001 Sevilla

Calle Santa Maria de Gracia,
6, 22
41002 Sevilla

Valencia
Calle Coldn, 60, 62, C-D
46004 Valencia

UCI
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Portugal

UCI Portugal Headquarter
Av. Engenheiro Duarte,
Torre 1,1421070 - 101
Lisboa

Algarve

Av. Vilampura XXI,
Edificio Portal, Bloco B,
12D E E 8125-406
Quearteira

Almada
Almada Business Center.

Rua Marcos de Assuncao 4,

29
Sala 2,08
2805-290 Almada

Alverca

Alverca Edif. Prestige, E.n. 10,

23, 32
2615-130 Alverca

Coimbra

Rua Joao de Ruao, 12
Torre Do Arnado. 89, Sala
A 3000-229 Coimbra

Lisboa

Av. Vilampura XXI,
Edificio Portal, Bloco B,
12D E E 8125-406
Quearteira

Lisboa Norte

Av. Engenheiro Duarte, Torre
1,142 Andar- Amoreiras
1070 Lisboa

Madeira

Rua Ivens 3, Edificio Dona
Mécia 1°g

9000-046 Funchal

Oeiras

Taguspark. Parque de
Ciencia E Da Tecnologia.
Nucleo Central 100,2,
Sala273

2740-122 Oeiras

Porto

Praga Do Bom Sucesso 123-
131, Edif. Peninsula, 32
Andar, Sala 306

4150-146 Porto

Greece

UCI Greece Headquarter
Aggelou Pirri Street, S,
2nd Floor

11527 Atenas
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8.3 List of websites

UCI

www.uci.com

UCI

HIPOTECAS.COM

o
retama

www.ucibrasil.com.br
www.ucimortgages.com

rwww.uci.pt
\\www.uci.gr
www.hipotecas.com

www.creditohabitacao.com

www.retamarealestate.com
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CRS
NV

Www.comprarcasa.com
www.comprarcasa.pt

www.siralia.com
www.inmocionate.com

WWW.Crsspain.es
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