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Introduction

The Securities Market Law (Ley del Mercado de Valores) stipulates that listed com-
panies and the issuers of listed securities should publish an Annual Corporate Gov-
ernance Report (hereafter ACGR) and disclose it as price sensitive information. The
ACGR must provide comprehensive and reasoned information on listed companies’
corporate governance structures and practices, enabling investors and other users
to make a founded judgement on the same. 

Article 116 of the Securities Market Law not only obliges issuers to disclose their
degree of compliance with Code recommendations, it also charges the CNMV with
reviewing corporate governance rules, empowering it to gather all necessary data
and to make any disclosure it sees fit on how far these recommendations are being
complied with.

This is the fifth consecutive year that the CNMV has published the Corporate Gov-
ernance Report of companies with securities admitted to trading on regulated mar-
kets, and the second since the application of the Unified Good Governance Code
(hereafter the Unified Code).

The three chapters making up the report give an aggregate picture of the main char-
acteristics of the corporate governance structures of the issuers of securities traded
on Spanish markets, based on their respective ACGRs. The reports received and
analysed in 2009 correspond to the financial year 2008.

The first chapter looks at developments in the corporate governance practices of
Spain’s 164 listed companies; examines their degree of compliance with binding
definitions and the “comply or explain” rule; describes their ownership structure,
Board of Directors and board committees, along with the main characteristics of
board proceedings; their remuneration systems; the information provided on
their risk management systems; related-party transactions and conflicts of inter-
est; and details of the rules and procedures governing their General Shareholders’
Meetings. 

The section on the “comply or explain” principle offers a moving picture of com-
panies’ compliance with Unified Code recommendations and also groups the
 reasons that companies give for any deviation from the same. Finally, the
 international section summarises the most relevant initiatives and/or reports
 issuing by international authorities and organisations regarding companies and
their  governance.

The second and third chapters of the report are devoted respectively to the main
corporate governance characteristics of 23 companies and 42 savings banks issuing
securities other than shares. 15
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Finally, the tables and figures inserted in the text are supplemented by a series of
statistical annexes based on the data included in companies’ published ACGRs. 

Annexes I, III, IV and V set out the aggregate data of public listed companies,
grouped by sector and market capitalisation, and those of savings banks, grouped
by asset size. 

Annex II gives the individual data of public listed companies by order of market
capitalisation, while Annex VI itemises their compliance with each Unified Code
recommendation.

16
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Introduction

On 19 May 2006, the Special Working Group on the Good Governance of Listed
Companies concluded its deliberations with the approval of a single document con-
solidating corporate governance recommendations; the “Unified Good Governance
Code” (hereafter, Unified Code). 

The CNMV board resolved at its meeting of 22 May 2006 to approve the consoli-
dated text – Unified Code – with the corporate governance recommendations that
companies must use as reference in filing their ACGRs for 2007 onwards and pub-
lish on their corporate websites.

Spanish legislation leaves it up to each listed company to decide whether or not to
follow the recommendations of the Unified Code, but requires them to give a rea-
soned explanation for any departure form the same, so shareholders, investors and
the markets in general can arrive at an informed judgement. 

CNMV Circular 4/2007 of 27 December regulates the standard ACGR form to apply
to public listed companies. This standard form pursues a dual goal. Firstly, for com-
panies to disclose the extent of their compliance with each and every Unified Code
recommendation explaining any deviation from the same. 

Secondly, for the structure of their ownership and Board of Directors to be infor-
mation in the public domain along with relevant details of their related-party trans-
actions and risk management systems. 

Given that one of the core principles of the Unified Code is the voluntary nature of
compliance, the disclosures entailed by some ACGR sections can be legitimately
eluded. That is, the corresponding information will not figure in the form unless the
company elects to abide by that particular recommendation.

The following section summarizes the main conclusions of this review of Spanish
listed companies’ 2008 ACGRs, indicating degrees of compliance with the Code’s
recommendations and binding definitions.

19
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Developments in corporate governance practices

Corporate governance highlights

The most relevant developments emerging from inter-year comparison of corporate
governance practices are as shown below:

Application of the Unified Code

— In all, reports indicate improved compliance with Unified Code recommendations:

(i) On average, listed companies complied in full with 77.1% of the Code
(75.1% in 2007) and also abided in part by another 9.8% (10.2% in 2007)
of applicable recommendations. Average compliance was a higher 84.8%
among the companies in the IBEX group.

(ii) The most significant advances were in recommendations dealing with
bylaws and General meetings. This last category also registered the high-
est percentage of compliance. 

Notable too were the advances registered in: disclosure of the nature of
directors and the cause of their removal or resignation; gender diversity;
regular evaluation of board performance; the availability of director train-
ing programmes and director appointments on the proposal of the Nomi-
nation Committee; and reporting on board committee business, the inter-
nal audit function and risk control and management policies.

(iii) The recommendations least followed were those to do with the approval
and disclosure of directors’ remuneration, where compliance, moreover,
slipped back from 64% in 2007 to 62.6% in 2008.

Only 35 listed companies – 21.3% of the total – adhered to all the criteria
set out in recommendation 40: that the board should submit a statement
on directors’ remuneration policy to the advisory vote of the General Meet-
ing, as a separate point on the agenda.

(iv) Some recommendations were more widely complied with in 2008,
while continuing to underperform the average. In particular, board pow-
ers; minimum number and rotation of independent directors; gender
diversity; Chairman also chief executive; regular evaluation of board
performance; disclosure of director’ particulars; composition of board
committees; Audit Committee functions; and Nomination Committee
functions.

21
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(v) The quality and transparency of explanations for non compliance still
leaves much to be desired. Many of the explanations offered are only loose-
ly termed or reiterative.

Ownership structure

— The aggregate sum of market capitalisation was down 36.7% with respect to
the year 2007 close. The biggest decline was among companies with market
cap. above 1,000 million euros, whose aggregate total dropped by 59.2%
in 2008.

In 33.5% of companies (37% in 2007) some natural or legal person either holds
a majority of voting rights or is in a position to exercise control. Nine of
the companies withdrawn from trading in 2008 reported the existence of a
 controlling shareholder.

— Average free float came down slightly in nominal terms to 34.5% (34.9% in
2007). Stripping out the effect of the 2007 legislative change lowering the
reporting threshold for significant shareholders from 5% to 3%, the average
free-floating equity of listed companies stood at 36.4% (36.2% in 2007). 

— The aggregate treasury stock holdings of listed companies increased from 0.8%
to 1.4%. 73.8% of companies declared treasury stock averaging 1.9% of their
share capital (in 2007, 55.15% of companies reported an average of 1.4%).

Board of Directors and director’ categories

— The size of the board of the 164 companies analysed ran from a minimum of 3
to a maximum of 24 members. The average came to 10.4, (14.5 in the IBEX
group); within the range urged by the Unified Code though slightly more than
in the three preceding years.

— The average length of directors’ service was unchanged with respect to the pre-
vious year, though note the 17.4 point increase in the percentage of directors
serving for under 5 years. Director rotation was less than in 2007: new appoint-
ments extended to 15% of board members (19% in 2007) against removals sum-
ming 13.5% (17% in 2007).

— In 57.3% of companies, the board chairman is also chief executive, and the
trend has been clearly upwards in the last four years, with a 9.3 point increase
in the percentage of companies reporting this arrangement.

— In 2008, 91.5% of listed companies had boards made up mainly of external
directors. Only 14 companies (15 in 2007), none of them IBEX members, did not
report a majority of external directors.

Overall, external directors occupied 81.5% of listed company board places
(80.1% in 2007). Among IBEX companies, this proportion was 82.6% (81.7% in
2007).

— Although significant shareholders account for a rising share of ownership, the
number of firms in which proprietary directors are overrepresented dropped
from 69 in 2007 to 46 in 2008, the lowest total since the year 2005.22
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— Overall, the proportion of independent directors remains slightly below the 1/3
recommended in the Unified Code (30.2%) with more companies failing to
comply with this recommendation (54.3% in 2008 against 52.9% in 2007).

The relative weight of independent directors has slipped back 0.9 points since
2005, despite the 1.9 point increase year on year registered in 2008. Also lower
was the percentage of independents within the 12-year maximum tenure urged
by the Unified Code.

As in previous years, the presence of independent directors on the Audit Com-
mittee (45.9%) and Nomination and Remuneration Committee (50.4%) was
sizeably higher than their overall board weight (30.2%). Executive committees
again featured the lowest percentage of independents (22.6%).

More encouraging developments were the increased percentages of women
independents (39.1% of the total classed as such), and of audit and nomination
committees with an independent in the chair (69.5% and 71.9% respectively).

— The proportion of female board members rose by 0.6 percentage points from
7.5% to 8.1% (a difference of 7 persons). The percentage of female executive
directors has tended to reduce – 3.6% in 2008 versus 4.8% in 2005 – contrast-
ing with their greater share of independent places.

Also a lower percentage of companies reported no women on their boards;
down from 48.6% in 2007 to 46.3% in 2008. Among the IBEX contingent the
percentage dropped from 40% in 2007 to 25.7% in 2008. This was also the first
year when the average of female directors in IBEX companies, 8.7% in 2008
against 6% in 2007, exceeded the average for the whole sample (8.1%).

Board committees

— In the last four years, executive directors have taken a consistently higher share
of Executive Committee than Board places, though the gap has been gradually
narrowing. In 2008, 62.1% of companies (59.4% in 2007) reported an Executive
Committee membership mix similar to the Board of Directors. 

— The audit committees of 78.7% of companies were made up 100% of external
directors, with independents in a majority in 41.5%. The number of companies
with audit committees chaired by an independent and those where all members
were external directors stood higher than in 2007.

— 84.1% of companies (78% in 2007) operate a Nomination and Remuneration
Committee, formed on average by 3.6 directors and representing 29% of the
Board of Directors.

On this Committee too, independent directors have increased their representa-
tion at the expense of other categories. Specifically, the 5.9% increase in the
share of independents was offset by the declining share of proprietary directors
(4.1 points) and other external directors (1.2 points).

— Although proportionally more directors were appointed or re-elected at the pro-
posal of the Nomination Committee (up from 71.5% in 2007 to 78.8% in 2008),
only 38.7% of companies followed all recommendations concerning the make
up of this committee. 23
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Board and senior officer remuneration

— Average remuneration per board was 2.8 million euros, 5.1% more than in 2007.
The average remuneration of executive directors rose by 8.8% in 2008, while
that of external directors increased 1.9%.

— Fixed payment items (fixed remuneration and expenses) have increased year
after year, albeit rather more moderately in 2008. Meantime, annually varying
items tied to earnings – variable pay and fees – declined for the first time on
record. 

— Multiannual remuneration schemes (options and similar) follow a more cyclical
pattern. In 2008, companies reported an increase in stock option expiries coin-
ciding with a decline in the number of non share-based multiannual incentive
schemes.

— Average senior officer remuneration has likewise increased each year, though at
a slower rate than executive directors’ pay. Senior officers earned an average
4.6% more in 2008 compared to 1% in 2007. 

The General Meeting

— Average attendance at general meetings was 74.3% (74.9% in 2007) with
 participation highest at companies with the lowest average free float.

— Reports revealed a further decline in the number of companies with bylaw lim-
itations on voting rights (14 companies, two fewer than in 2007) or imposing a
minimum ownership threshold for attendance at the General Meeting (57.3%
versus 57.8% in 2007). 

— Continuing with the process begun in 2006, a total of 28 companies amended
their General Meeting regulations in 2008, with the result that some Unified
Code recommendations have become binding rather than voluntary. 

Among the main changes introduced are the option of separate voting on mate-
rially different items and of split voting so financial intermediaries can exercise
their proxy rights according to clients’ instructions.

Compliance with binding definitions

Companies can freely decide to comply or not with the Code’s good governance
 recommendations, but their reporting on the same must invariably respect the
underlying concepts used. Key in this respect is the definition of independent direc-
tor, which both the Unified Code and international practice consider especially con-
ducive to a good corporate governance structure.

The Unified Code lays down that a director may not be classed as independent
when they may be influenced in the discharge of their duties by relations with the
company, it shareholders or its senior officers.

Review of compliance with the Code’s binding definitions – via the scrutiny of 309
reportedly independent directors in a sample of 88 companies – has brought to light24
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situations which question the independence of 25 directors classed as such. As a
result, notices have been sent to 15 companies requesting additional information,
clarification or, where appropriate, the publication of a revised classification:

• Nine directors in five companies had served on the boards of companies main-
taining a business relationship with the same.

• Four companies had classed as independent seven directors who were then or
at one time executive directors with another group company or a significant
shareholder.

• Two directors listed as independents were in fact nominees of a significant
shareholder.

• One company had included a director holding an executive post in another firm
where its managing director represents it on the board.

• Three companies had appointed or re-elected six directors as independents
without a proposal to this effect from the Nomination Committee.

In 41.7% of cases, companies published supplementary notes to their ACGR either
reclassifying these directors or disclosing their relations with the company, its sig-
nificant shareholders or its senior officers.

In remaining cases, no supplementary note was needed on the understanding that
the business relationship in question did not disqualify the director as independent
under the terms of the binding definition, with most companies alleging that related
transactions were not materially significant.

Transparency of “comply or explain”

Spanish legislation leaves it up to every company to decide whether or not to follow
corporate governance recommendations, but compels them to give a reasoned
explanation for any failure to comply so that shareholders, investors and the mar-
kets in general can arrive at an informed conclusion.

Article 116 of the Securities Market Law upholds this “comply or explain” rule
when it requires listed companies to state their degree of compliance with cor-
porate governance recommendations in ACGRs, explaining any deviations from
the same.

A review of the criteria firms used to disclose their degree of compliance with Uni-
fied Code recommendations or explain the reasons for non compliance led to
notices being sent to 34 companies. In these notices, companies were asked to pro-
vide information or clarification on 28 out of the Code’s 58 recommendations. The
recommendations requiring most notices were:

(a) Recommendation 28: companies should keep updated records of director par-
ticulars on their websites, including their professional experience and back-
ground, the date of their first and subsequent appointments, their classification,
shares held in the company and any options on the same and directorships held
in other companies. 25
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Most of the companies sent notices were convinced that the information in
their ACGRs fulfilled these conditions. However the recommendation is explic-
it that it should be posted on the corporate website, so annual disclosure
through the ACGR is not in fact enough.

(b) Recommendation 41: the notes to the annual accounts should list individual
directors’ remuneration. The companies sent notices provided only partial infor-
mation which fell short of the above requirement.

(c) Recommendation 17: when a company’s Chairman is also its chief executive, an
independent director should be empowered to request the calling of board
meetings, to coordinate and give voice to the concerns of external directors, and
to lead the board’s evaluation of the Chairman.

On this point, the eight companies advised claimed to have measures in place
against the accumulation of powers, but in fact had failed to empower an inde-
pendent director as the recommendation urges.

(d) Recommendation 44: supervision and control committees –the Audit Commit-
tee and Nomination and Remuneration Committee– should be formed exclu-
sively of external directors and be chaired by an independent. 

A total of 6 companies were sent notices for claiming compliance when in fact
three had appointed executive directors to these committees and the other three
had not reserved the chairmanship for an independent member.

Compliance with formal obligations

— In general, there were no incidents of note with the electronic mailing and
reception of the ACGR, although 25 companies were sent notices for late filing
or for not including it in their directors’ report.

— Except in two cases, ACGRs were approved unanimously by the members of
their respective boards. 

Transparency of other corporate governance practices 

There are however other aspects of corporate governance on which reporting trans-
parency leaves much to be desired. Listed below are some of the points on which
companies must improve:

• Information on director’s remuneration

Companies should disclose the aggregate pay of directors in the year with a break-
down by fixed and variable remuneration, expenses, fees, share options and other
benefits.

No standard rules were followed in providing this itemisation. In particular, no clear
distinction was drawn between fixed and variable compensation, thereby impairing
comparability. Under “fixed remuneration” companies should enter the salaries
directors receive in their capacity as senior officers. In other words, they should not
include other types of compensation payable to external directors.26
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• Risk management systems

As discussed in our chapter on corporate governance internationally, the OECD has
singled out the widespread failure of companies’ risk management systems as one
of the gravest and most surprising weaknesses laid bare by the financial crisis.

Among other recommendations, its report underscores the importance of trans-
parency and urges firms to disclose their main risk factors to the market in a clear
and comprehensible fashion.

The ACGRs of Spanish listed companies give a detailed account of the models used
in their risk control systems and the theoretical risks that they confront. Where
most fall down is in not explaining the specific risks of their business activity or
those materializing in the year. Nor do they provide a risk map or an estimate of
which risks are likeliest to materialise or would most impact their operations. 

For this reason, 57.4% of the notices the CNMV sent to listed companies for addi-
tional information or clarification regarding the content of their ACGRs made par-
ticular mention of risk management systems and, particularly, of risks materialising
in the reporting period. In response to these notices, 23 companies have enlarged
on the information on risk control systems stated in their ACGRs.

27
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Ownership structure

Share capital 

At the 2008 close, the aggregate share capital of the 164 listed companies analysed1

in this report (173 in 2007) came to 37,674 million euros, an increase of 2.9% over
the prior year.

— A total of 41 companies (7 IBEX) increased their capital by a combined 1,509.5
million euros, against the 18 reducing it by 101.1 million euros. 

— The 9 companies delisting in 2008 had a combined capital of 357 million
euros.

Table 1 below sets out the aggregate amount of companies’ share capital and mar-
ket capitalisation in the years 2005-2008:

The aggregate sum of market capitalisation was down 36.7% with respect to the
year 2007 close.

— The steepest fall was among companies with market capitalisation above 1,000
million euros, due to the smaller number within this group.

29

Ownership structure

Share capital and market capitalisation of listed companies TABLE 1

(Amounts in Number
Share capital Market capitalisation

million euros) of companies Amount Amount

Sector 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

Non financial 145 145 147 141 26,988 25,979 26,658 26,768 403,374 523,610 516,905 340,439

Financial 31 28 26 23 6,557 6,400 9,964 10,906 168,984 219,527 233,384 134,457

TOTAL 176 173 173 164 33,545 32,379 36,622 37,674 572,359 743,137 750,289 474,896

Market capitalisation

IBEX 35 35 35 35 27,388 22,760 24,425 29,944 478,077 577,376 607,004 400,910

Over € 1,000 M. 26 38 38 15 3,303 7,105 9,039 2,289 70,753 138,773 116,345 47,500

Under € 1,000 M. 115 100 100 114 2,854 2,515 3,159 5,441 23,528 26,988 26,940 26,486

Source: Company ACGRs and CNMV.

1. The sample covered in this report comprises all the Spanish-registered companies listed on the stock mar-
ket as of 31 December 2008 and therefore required to submit an ACGR, the exceptions being two firms in
the course of deslisting at the annual close and one with an irregular accounting period.
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Of the 38 companies with market capitalisation above 1,000 million euros in
2007, 5 have become IBEX members, 18 have been reclassified to the next
tranche down, one delisted and another began trading in the period.

— Of the aggregate sum., 84.4% (80.9% in 2007) corresponded to IBEX companies,
10% (15.5% in 2007) to companies above 1,000 million euros, and the rest to
companies below 1,000 million.

— By sector, the largest slice of market capitalisation corresponded to energy and
water with 31.3% (25.3% in 2007) followed by the banks with 24.1% (27.3% in
2007) and transport and communications with 19.1% (17.3% in 2007).

Distribution of capital

The average distribution of capital by type of shareholder remained essentially
unchanged:

— Non director significant shareholders controlled 35.3% of share capital (34.5%
in 2007).

— The Board of Directors held 28.8% (29.8% in 2007).

— The percentage of treasury stock holdings rose to 1.4% from 0.8% in 2007.

— And free-floating equity came to the 34.5% (34.9% in 2007).

Figure 1 shows the percentage distribution of capital by level of market capitalisation.2
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2. Data representing the arithmetical average of the capital distribution of listed companies, based on the per-
centages reported by each company under each category. Percentages for non director significant share-
holders are arrived at by deducting the shareholdings of board members.

Distribution of capital by market capitalisation group FIGURE 1

Source: Company ACGRs and CNMV.
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In 55 companies – 33.5% of the total – some natural or legal person owned a major-
ity of voting capital or was in a position of control, compared to 64 companies in
2007 (37%). Note in the regard that the 9 companies delisting in 2008 all had con-
trolling shareholders.

In 123 companies (20 IBEX) – 75% of the total – the sum of significant sharehold-
ings declared, including the stakes owned by the Board of Directors, exceeded 50%
of share capital.

(a) Board shareholdings3

The average equity stake held by the Board of Directors was one point less than
in 2007.

Figure 2 below gives the average distribution of board shareholdings, with compa-
nies grouped by market capitalisation:

— This decline in the average board ownership of listed companies marks a break
with the upward trend observed since 2004. Directors’ share fell steepest of all,
an average 2.5%, in companies with market capitalisation below 1,000 million
euros.

The difference here owes mainly to the high weight of board ownership, an
average 51.3% of share capital, in the companies withdrawn from trading
in 2008.

— In 76% of companies, board shareholdings were on a par with the previous
year. Among the rest, the boards of 24 companies raised their stakes by 7.9% on
average, while the boards of a further 15 reduced theirs by 14.6%.
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3. Some significant do not sit on the Boards of Directors of investee companies but have nominated members
as proprietary directors. However for the purposes of this analysis, the percentages held by such significant
shareholders have not been included in with board holdings.

Distribution of board shareholdings FIGURE 2

Source: Company ACGRs and CNMV.
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Figure 3 below gives the distribution of board shareholdings by type of director,
with companies again grouped by market capitalisation:

— 74.4% of executive directors (232), compared to 72.6% in 2007, held equity
stakes in their employer companies. Of this number, 32 declared holdings of
over 10% and a further 12 holdings of over 50%.

— 57% (55% in 2007) of proprietary directors (444) hold shares in listed compa-
nies. Of this group, 45% report holdings of less than 1% of capital, 37%
between 1% and 10% and the remaining 10% of over 10%.

— 54.7% of independent directors (281) report holding shares in listed compa-
nies, compared to 54% in 2007, breaking down 76.6% with holdings under
0.1% and 19.9% with between 0.1% and 1%. Only 10 independent directors
declared holdings of more than 1% of capital, of whom two belong to IBEX
companies.

The 28.8% under board ownership presents the following breakdown by type of
investor: 16.5% (17.2% in 2007) corresponds to resident natural persons, 11.4% to
resident legal persons (11.8% in 2007); and 0.9% to non residents (0.8% in 2007).
Table 2 tracks the progress of board ownership by the percentage held and the mar-
ket capitalisation of the listed company:
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Distribution of capital by director category FIGURE 3

Source: Company ACGRs and CNMV.
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Distribution of companies by Board of Directors ownership TABLE 2

Under Between Between Over 

(Number of
5% 5% - 25% 25% - 50% 50%

companies) 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 21 17 19 22 6 10 11 7 3 1 1 1 5 7 4 5

Over € 1,000 M. 13 13 13 4 4 10 6 3 5 6 6 3 4 9 13 5

Under € 1,000 M. 36 27 22 28 27 27 25 26 16 15 20 22 36 31 33 38

TOTAL 70 57 54 54 37 47 42 36 24 22 27 26 45 47 50 48

Source: Company ACGRs and CNMV.
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As in 2007, 54 companies reported board shareholdings of less than 5%. Converse-
ly two fewer companies (48) reported board holdings exceeding 50%.

(b) Non director significant shareholders4

Non director significant shareholders have raised their weight on listed com-
pany boards by 0.8 points on average as far as 35.3% (34.5% in 2007). This
increase can be partly ascribed to the legislative change of end 2007 lowering
the disclosure threshold for significant holdings to 3%, against 5% previously.
Stripping out this effect, significant shareholders would have an ownership
share of 33.3%.

The 35.3% of capital in the hands of non director significant shareholders had the
following breakdown: 4.5% corresponding to resident natural persons (4.4% in
2007); 25.9% to resident legal persons (25.5% in 2007); and the other 4.8% to non
resident investors (4.6% in 2007).

By sector, one of the striking changes was among the banks, where significant
shareholders raised their average weight by 14.6 points. The reason in this case is
that one shareholder with a stake of over 80% left the board of the bank in 2008,
and the delisting of these shares reduced the number of companies in the sample.
Without these effects, the percentage of ownership would have stayed practically
unvaried. 

In transport and communications, significant shareholders raised their combined
stakes by 17.4 points, contrasting with the 4.4 point reduction in their ownership
share among firms in the energy sector.

Figure 4 shows the distribution of non director significant shareholders by type of
investor and residence status:
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Distribution of significant shareholders by investment FIGURE 4

Source: Company ACGRs and CNMV.
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4. This group takes in the significant shareholdings of non directors amounting directly or indirectly to 3% or
more of share capital. Also included are reported shareholdings below this threshold that nonetheless
confer a significant influence.
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The legislative changes introduced by Royal Decree 1362/2007 regarding the notifi-
cation of significant shareholders’ voting rights came into force in 2008, with the
following main effects:

(a) A decrease in the significant shareholdings of international custodians due to
the exemption envisioned in the Royal Decree. By the 2008 close, only one cus-
todian remained invested, with shares in two companies, compared to the three
custodians invested in 13 companies one year before. 

(b) An increase in significant shareholdings due to the lowering of the disclo-
sure threshold from 5% to 3% of voting rights. Investors in this category,
with an average equity stake of 3.9%, were mainly concentrated among
financial entities, portfolio and fund managers and collective investment
schemes.

Table 3 sets out the distribution of significant shareholdings according to the per-
centage of ownership reported:

Table 4 tracks changes in the ownership share of significant shareholders according
to the market capitalisation of the investee company:

— Of the 28 listed companies whose non director significant shareholders have
stakes of less than 5%, 60.7% (17 companies) are under the control of the Board
of Directors. Of the 4 IBEX companies whose non director shareholders have
stakes below 5%, one is under board control.34
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Distribution of significant shareholdings by % reported TABLE 3

Under Between Between Between Between Over 

3% 3% - 5% 5% - 10% 10% - 25% 25% - 50% 50%

Number of
holdings 14% 83% 221% 71% 26% 28%

Average
%
shareholding 2.1% 3.9% 6.3% 16.7% 34.2% 71.1%

% of total
reports 3.2% 18.7% 49.9% 16.0% 5.9% 6.3%

Source: Company ACGRs and CNMV.

No. of companies according to the ownership share of significant shareholders TABLE 4

Under Between Between Over

(Number of
5% 5% - 25% 25% - 50% 50%

companies) 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 6 7 2 4 10 8 10 9 10 8 7 8 9 12 16 14

Over € 1,000 M. 3 6 6 2 4 11 11 3 4 5 6 4 15 16 15 6

Under € 1,000 M. 26 18 24 22 32 31 25 34 26 24 27 28 31 27 24 30

TOTAL 35 31 32 28 46 50 46 46 40 37 40 40 55 55 55 50

Source: Company ACGRs and CNMV.
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Table 5 below sets out the cross shareholdings of listed companies:5

We can see that 40 listed companies (44 in 2007) were significant shareholders in
another 55 (56 in 2007). The banks reported significant holdings in 16 listed com-
panies (17 in 2007).

Savings banks (cajas de ahorro) again figured strongly among the shareholders of
listed companies:

— A total of 27 savings banks (28 in 2007) reported 82 (73 in 2007) significant
or major shareholdings in the capital of 56 companies (50 in 2007). Of this
number, 15 shareholdings were below 5% of capital and a further 6 above
20%. Two savings banks declared significant shareholdings in 8 listed
 companies.

— Among the IBEX group, 11 savings banks (12 in 2007) reported 22 significant
or major holdings in the capital of 13 companies. Two savings banks reported
holdings in 5 IBEX firms.

Table 6 tracks average savings bank holdings in listed companies, grouped by mar-
ket capitalisation:
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Cross shareholdings of listed companies TABLE 5

Significant shareholders (SS)

IBEX Over € 1,000 M Under € 1,000 M

2007 2008 2007 2008 2007 2008 

Investee companies (IC)

IBEX 11 (SS) → 16 (IC) 11 (SS) → 18 (IC) 6 (SS) → 18 (IC) 2 (SS) → 3 (IC) – 2 (SS) → 2 (IC)

Over € 1,000 M 7 (SS) → 9 (IC) 3 (SS) → 4 (IC) 2 (SS) → 12 (IC) 1 (SS) → 1 (IC) 1 (SS) → 1 (IC) – 

Under € 1,000 M 9 (SS) → 11 (IC) 8 (SS) → 11 (IC) 4 (SS) → 14 (IC) 4 (SS) → 4 (IC) 4 (SS) → 5 (IC) 9 (SS) → 12 (IC)

TOTAL 27 (SS) → 36 (IC) 22 (SS) → 33 (IC) 12 (SS) → 14 (AP) 7 (SS) → 8 (IC) 5 (SS) → 6 (IC) 11 (SS) → 14 (IC)

Source: Company ACGRs and CNMV.

Savings bank holdings TABLE 6

Savings banks (SBs)

No. of significant %

Numbers of shareholdings No. of investee average

SBs reporting reported companies holding

2006 2007 2008 2006 2007 2008 2006 2007 2008 2006 2007 2008

IBEX 16 13 11 29 26 22 13 13 13 9,7 7.3 11.6

Over € 1,000 M. 15 13 9 20 18 9 12 14 5 9.3 12.2 9.6 

Under € 1,000 M. 17 19 23 23 29 51 17 23 38 8.2 7.7 8.6 

TOTAL – – – 72 73 82 42 50 56 8.2 8.7 9.5

Source: Company ACGRs and CNMV.

5. In analysing this table, remember that the first figure, followed by (SS), refers to the number of listed com-
panies that are significant shareholders of other listed companies, and the second, followed by (IC), indicates
the number of listed companies where the former hold shares.
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(c) Treasury stock 

At the 2008 close, the treasury stock holdings of listed companies stood an average
0.6 points higher than one year before:

— A total of 121 companies reported treasury stock holdings averaging 1.9% of
capital (96 companies in 2007, with an average of 1.4%). In the IBEX group, 29
companies reported treasury stock of 1.6% (against 23 companies in 2007
declaring an average of 1.3%). 

— Ninety-three firms had increased their treasury stock versus the previous year
while 10 reported the same percentage. Conversely, 18 firms had decreased
their treasury holdings and 5 had eliminated them altogether. 

— By sector, manufacturing industries, food, drink and tobacco and construction
headed the list with increases of more than one point.

Table 7 shows the number of companies reporting treasury stock holdings, grouped
by market capitalisation:

Table 8 offers a breakdown of companies reporting gains or losses on treasury stock
transactions by level of market capitalisation: 

— 38.4% of companies (63) reported gains or losses on treasury stock transactions.
A total of 30 companies obtained average gains of 1.18 million euros (3.3 mil-
lion in 2007), while the other 33 reported losses averaging 8.6 million euros (4.2
million in 2007).36
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No. of companies according to treasury stock holdings TABLE 7

Under Between Between Between

(Number of 2% 2% - 3% 3% - 4% 4% - 5%

companies) 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 18 22 18 20 2 2 2 7 – – 1 1 2 1 2 1 

Over € 1,000 M. 12 16 16 6 1 – 1 1 – 2 3 2 – – 1 1

Under € 1,000 M. 28 31 39 49 4 3 4 12 1 3 4 9 5 2 5 12

TOTAL 58 69 73 75 7 5 7 20 1 5 8 12 7 3 8 14

Source: Company ACGRs and CNMV.

Gains and losses on treasury stock transactions TABLE 8

Losses on treasury stock transactions Gains on treasury stock transactions

Total transactions
Losses < Losses between Losses >

Total transactions
Gains < Gains >

(Thousand generating
€ 10 M. € 10 and 20 M. € 20 M.

generating
€ 5 M. € 5 M.

euros) losses gains

2008 Average 2008 Average 2008 Average 2008 Average 2008 Average 2008 Average 2008 Average

IBEX 9 -25,745 5 -1,810 2 -14,647 2 -96,682 14 2,317 12 879 2 10,950 

Over € 1,000 M. 2 -759 2 -759 – – – – 3 325 3 325 – –

Under € 1,000 M. 22 -2,320 20 -1,174 2 -13,780 – – 13 159 13 159 – –

TOTAL 33 -8,614 27 -1,261 4 -14,213 2 -96,682 30 1,183 28 485 2 10,950

Source: Company ACGRs and CNMV.
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— In the IBEX group, 23 companies engaged in treasury stock transactions in the
year, with 14 reporting gains averaging 2.3 million euros and 9 reporting average
losses of 25.7 million.

(d) Free float

Free float stood at an average 34.5% in 2008 (34.9% in 2007). Stripping out the
effects of the legislative change which lowered the reporting threshold for signifi-
cant holdings from 5% to 3%, the average free float of listed companies would have
been a higher 36.4%.

Figure 5 compares real and adjusted free float (correcting out the effects of the
 legislative change) with companies grouped by market capitalisation:

Table 9 shows the progress of listed company free float, again with a breakdown by
market capitalisation: 

— 102 companies (62.2% of the total) had free float of over 25%, against a further
15 (9.1% of the total) reporting free float below 5%. 28.7% of companies fall
within the interval running from 25% to 50%.

— Of the IBEX group, 8 companies had free float below 25% (7 in 2007) and a fur-
ther 27 above 25%. 37
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Adjusted free float FIGURE 5

Source: Company ACGRs and CNMV.
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No. of companies according to free float TABLE 9

Under Between Between Over 

(Number of 5% 5% - 25% 25% - 50% 50%

companies) 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX – – – – 1 2 7 8 15 18 16 16 19 15 12 11

Over € 1,000 M. 1 3 3 3 7 9 13 5 15 18 18 7 3 8 4 –

Under € 1,000 M. 17 13 12 13 29 26 24 32 37 37 40 46 32 24 24 25

TOTAL 18 16 15 16 37 37 44 45 67 73 74 69 54 47 40 36

Source: Company ACGRs and CNMV.

CNMV 2008 (INGLES).qxd:ok  23/04/10  15:03  Página 37



— The number of companies reporting free float above 50% has come down
steadily from 54 in 2005 to 36 in the reference year. 

Shareholder agreements and concerted actions

Shareholder agreements are defined by Law 26/2003 of 17 July (Transparency Law)
as those affecting the exercise of voting rights at general meetings, or which restrict
or constrain the free transfer of the shares and convertible or exchangeable bonds
of listed companies.

As at 31 December 2008, a total of 40 shareholder agreements had been declared (37
in 2007) affecting 35 listed companies (33 in 2007) or 21.3% of the total sample.
Agreements extended, on average, to 42.7% of these companies’ share capital
(42.5% in 2007). Among the IBEX contingent, 11 shareholder agreements (12 in
2007) involving 11 companies extended to an average capital of 36.3% (46.1%
in 2007).

Agreements can be grouped into four main categories: 

(i) Vote pooling (17).

(ii) Limitations on the free transfer of shares (10). 

(iii) Vote pooling and limitations on the free transfer of shares (5).

(iv) Composition of Board of Directors or some other governing body, and divi-
dend policy (8).

In the words of Royal Decree 1362/2007, concerted actions are agreements where
the parties use their voting rights to impose a common policy in connection with
the company’s management or to significantly influence the course of the same.

Eight companies, including one IBEX member, reported 8 concerted actions affect-
ing 42.4% of capital on average. Another eight concerted actions were also notified
as shareholder agreements.

Option rights

ACGRs provide the following year-end snapshot of option rights:

— A total of 27 companies – 16.5% of the sample – reported 80 directors holding
option rights. 

Four directors held options affecting over 1% of voting rights, with an average
of 3.8%; 29 directors held options on between 0.1% and 1% (average 0.32%);
and the 47 remaining held rights representing less than 0.027%.

— In the IBEX group, 43 directors were reported as holding option rights repre-
senting 0.114% of capital on average. Only three directors reported holdings of
over 0.5%, with an average of 0.68%. The 40 remaining directors declared
options averaging 0.071% of voting rights.38

CNMV

Annual Corporate
Governance Report
2008

CNMV 2008 (INGLES).qxd:ok  23/04/10  15:03  Página 38



Table 10 offers a breakdown of the 80 directors declaring voting rights and the aver-
age percentage of capital these rights represent broken down by director category
and market capitalisation:

— 75% of the directors declaring option rights fell within the executive category
and on average held 0.35% of the company’s voting rights; 13.8% were propri-
etary with 0.41% of voting rights; and the rest were independents, with a per-
centage of voting rights averaging 0.05%.

— The 9 independent directors declaring option rights belonged to 4 listed com-
panies including 2 IBEX members.

Table 11 presents a breakdown of these 27 listed companies by market capitalisa-
tion, along with the number of directors holding options and the average percentage
of capital they represent:
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Distribution of option rights by director category TABLE 10

(Number of
Directors with option rights % option rights

companies) Proprietary Executive Independent Proprietary Executive Independent

IBEX 4 36 3 0.03% 0.13% 0.01%

Over € 1,000 M. – 5 – – 1.94% –

Under € 1,000 M. 7 19 6 0.63% 0.34% 0.63%

TOTAL 11 60 9 0.41% 0.35% 0.05%

Source: Company ACGRs and CNMV.

Director’s option rights TABLE 11

(Number of
Companies Directors Average % of capital

companies) 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 13 14 13 13 41 51 46 43 0.3 0.1 0.1 0.1

Over € 1,000 M. – 3 4 2 – 6 10 5 – 0.9 1.9 1.9

Under € 1,000 M. 5 6 9 12 19 20 23 32 1.1 0.4 0.5 0.4

TOTAL 18 23 26 27 60 77 79 80 0.5 0.3 0.4 0.3

Source: Company ACGRs and CNMV.
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Board of Directors structure

Recommendations

The Public Limited Companies Law assigns the Board of Directors full powers for
the company’s stewardship and management. Good governance recommendations
consider that the board’s core mission should be the definition of the company’s
general strategy, the control of its day-to-day management and communication with
its shareholders.

For these objectives to be met, the board’s size should be aligned with the particu-
lar needs of each issuer, and its membership should pursue a sufficient diversity of
knowledge, gender and experience for it to perform its functions efficiently, objec-
tively and in an independent manner. 

The Unified Code advises that all directors, of whatever provenance, should per-
form their duties with unity of purpose and strive at all times to defend “the cor-
porate interest”, understood as the common interest of all shareholders. What this
means in practice is pursuing a policy designed to maximise the company’s eco-
nomic value over time, while respecting the interests of other stakeholder groups
and of the community in which it operates.

Size of the board

In 2008, the governing bodies of listed companies were formed by 1,704 directors
(1,739 in 2007) of whom 507 (502 in 2007) served with IBEX companies. 

In 82.3% of companies (82.4% in 2007), the size of the board fell between a mini-
mum of five members and a maximum of fifteen. 

Figure 6 shows the average size of listed company boards of directors over 2005-
2008, with a breakdown by market capitalisation:

— Taking the entire sample of 164 companies, board size ranged from 3 up to 24
members. The average membership was 10.4, slightly higher than in the three
preceding years.

— IBEX companies report an average board size of 14.5 directors, giving a statisti-
cal mode of 15, repeated in seven companies. The statistical mode for remain-
ing companies is a lower 9 members, which repeats in 19 firms.
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— The average size of IBEX company boards has remained practically unaltered in
the last four years. However, numbers have been rising in remaining compa-
nies, a trend which accelerated towards the 2008 close among those with mar-
ket capitalisation below 1,000 million.

Table 12 tracks the changing size of listed company boards, grouped once more by
market capitalisation:

— At 27 companies (31 in 2007), the size of the board lay outside the range
 recommended in the Unified Code (between 5 and 15 members).

While the percentage of companies with fewer than the minimum number has
been falling since 2005, the percentage above the maximum limit has proved
resistant to change.

— As in 2007, 12 IBEX companies (34.3%) were non compliant with the Code’s
recommendation in having more than 15 members on their boards. Five of this
group had actually increased their board size with respect to the prior year,
against the two reporting a decrease in members. 

— Among non IBEX companies the number non compliant dropped from 19 in
2007 to 15 in 2008. This improvement was observed at both ends of the range,
with 9 companies reporting fewer than 5 members compared to 11 in 2007, and
6 with more than 15 members compared to 8 in 2007.42
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Average Board of Directors size FIGURE 6

Source: Company ACGRs and CNMV.
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Distribution of companies according to board size TABLE 12

Under Between 5 and Between 10 and Over

(Number of
5 members 10 members 15 members 15 members

companies) 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 0 0 0 0 3 5 6 7 17 16 17 16 15 14 12 12

Over € 1,000 M. 0 0 0 0 6 17 13 5 17 16 19 8 3 5 6 2

Under € 1,000 M. 15 14 11 9 71 70 78 73 26 14 9 28 3 2 2 4

TOTAL 15 14 11 9 80 92 97 85 60 46 45 52 21 21 20 18

% 8.5% 8.1% 6.4% 5.5% 45.5% 53.2% 56.1% 51.8% 34.1% 26.6% 26.0% 31.7% 11.9% 12.1% 11.6% 11.0%

Source: Company ACGRs and CNMV.
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Types of director

The Unified Code maintains the distinction between internal (executive) and
external (proprietary and independent) directors, but defines each category in
closer detail and stresses that when an external director cannot be classed as
either proprietary or independent, the company should explain the circum-
stances. It also calls on companies to explain to their general meetings which class
each director belongs to. 

Table 13 shows the percentage of each type of director on listed company boards
according to their level of capitalisation:

— Summing directors classed as proprietary, independent and other external, the
average share of external directors came to 81.5% (80.1% in 2007). Among the
IBEX companies, this same proportion was 82.6% (81.7% in 2007). 

— In 2008, 91.5% of listed company boards were mainly made up of external
members. Only 14 companies (15 in 2007), none of them IBEX members, did
not report a majority of external directors.

— The share of external directors has enlarged slightly in the past four years,
most notably in the other external (1.5 points) and proprietary (0.6 points)
categories.

— Regarding proprietary directors, one factor at work has been the growing
weight of significant shareholdings, up by 0.8% on average in 2008 to 35.3%
(34.5% in 2007).

However as figure 7 shows, the number of companies with proprietary directors
overrepresented vs. the ownership mix has been steadily declining, with 2008
marking a new low.

— Independent directors, meantime, have seen their share fall by 0.9 points since
2005, despite the year-on-year increase of 1.9 points registered in 2008.

Overall, independents’ share of board places has stood consistently below the
1/3 minimum recommended by the Unified Code.

The Unified Code recommends that the ratio of proprietary directors to independents
should reflect the relationship in the company’s capital between significant 43
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Percentage share of each type of director TABLE 13

% Executive % Proprietary % Independent % Other external

2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 17.9 19.8 18.3 17.4 37 37.8 42.8 40.0 40.7 38.2 34.1 37.3 4.3 4.2 4.8 5.3

Over € 1,000 M. 18.1 17.7 18.8 16.9 50.6 51.7 51.3 55.2 27.1 26.3 26.5 24.0 4.2 4.3 3.3 3.8

Under € 1,000 M. 21.3 22.3 21.7 19.5 48.1 45.4 45.4 47.1 26.8 27.4 25.6 27.8 3.8 4.8 7.4 5.8

TOTAL 19.7 20.4 20 18.5 45.2 44.8 46.2 45.8 31.1 30.3 28.3 30.2 4 4.5 5.6 5.5 

Source: Company ACGRs and CNMV.
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 shareholdings and others. Figure 7 charts variations in this ratio over the last four
years:

— 72.6% of companies (71.4% in the IBEX group) reported a 2008 board mix
reflective of their ownership mix or else slightly favourable to independents.

— The trend shifted in 2008 with an increase in the number and proportion of
firms with a bias favourable to independents.

Presence of independent directors

Independent directors are those in a position to perform their duties without being
influenced by ties with the company, its significant shareholders or its management
team. The Unified Code recommends that independents occupy at least one third of
board places.

Figure 8 tracks the progress of the main variables indicating the relative weight of
independent directors on the governing bodies of listed companies: 
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Ratio of proprietary to independent directors as a function ownership structure FIGURE 7

Source: Company ACGRs and CNMV.
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In 2008, unlike the previous year, independents raised their relative weight on
both the Board of Directors and board committees. Of particular note was the
increased percentage of female independents and the higher incidence of inde-
pendent directors chairing audit and nomination committees. Conversely, the
percentage of independents with under 12 years’ tenure receded slightly in the
year.

Table 14 below groups listed companies as a function of the relative weight of inde-
pendents on their boards:

— On average, independent directors represent 30.2% of company boards. This
marks a 1.9 point improvement on their 2007 share, but fails to match the
31.1% registered in 2005. The percentage of independent directors on the
boards of IBEX companies rose to 37.3% (34.1% in 2007).

— A total of 171 independent directors were designated in 2008, summing 102
re-elections and 69 first-time appointments. Of those re-elected, 15 had been
reclassified with respect to the previous year (5 from proprietary and 10
from “other external”). Conversely, 62 independent directors were removed
in 2008. 

— The proportion of companies where independents fail to reach the 1/3 target
was higher than in 2007 (54.3% versus 52.9%). However a smaller set of firms
reported no independents on their boards (14.6% in 2008 against 19.1%
in 2007).

— Independents were in a majority on the boards of 11% of the companies
analysed. Two firms in this group have a controlling shareholder. None of the
companies reporting a board size of over 15 members had a majority of
 independents.

— A total of 37 companies (30 in 2007) have placed a 12-year time limit on the
tenure of independent directors, as recommended by the Unified Code. 

— As in previous years, the presence of independent directors on the Audit Com-
mittee (45.9%) and Nomination and Remuneration Committee (50.4%) was
sizeably higher than their overall board weight (30.2%). Executive committees
again featured the lowest percentage of independents (22.6%). 45
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Presence of independent directors on boards TABLE 14

Less than 1/3 of Between 1/3 and 50% of Over 50% of

(Number of board members board members board members

companies) 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 11 12 15 10 14 16 16 19 10 7 4 6

Over € 1,000 M. 15 26 25 12 7 8 12 3 4 4 1 –

Under € 1,000 M. 66 60 67 67 32 26 19 35 17 14 14 12

TOTAL 92 98 107 89 53 50 47 57 31 25 19 18

% 52.3% 56.6% 61.8% 54.3% 30.1% 29.4% 27.2% 34.7% 17.6% 14.7% 11.0% 11.0%

Source: Company ACGRs and CNMV.
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The Unified Code recommends a director mix on the Executive Committee sim-
ilar to that of the board itself. Overall, however, independents tend to be under-
represented on this Committee, as figure 9 shows:

Regarding the role of independents on the governing boards of listed companies,
the following points stand out:

— The number of companies with an independent chairing the Audit Committee
and Nomination Committee was up by 5.3% and 11.9% respectively compared
to 2007.

— In 5 companies, the chairman of both these committees was the same person
(an independent director), and in one firm that person also chaired the Execu-
tive Committee. 

— 18.7% of independents (20% in 2007) did not form part of any board committee,
while 3.9% were members of all three.

— 22.2% of independent directors (25% in 2007) did not serve on any superviso-
ry and control committee.

— 5.5% of directors acting as Board Chairman were classed as independent, rising
to 18.3% in the case of the Vice Chairman.

Gender diversity

The Unified Code considers that a good gender mix on Boards of Directors is
not just an ethical-political or corporate social responsibility issue; it is also an
efficiency objective that listed companies should consider working towards. It
accordingly urges companies with few or no women on their boards to delib-
erately cast round for female candidates whenever a director position falls
vacant.

The presence of woman directors on the boards of listed companies edged slightly
higher in 2008 (0.6%) to 138 (8.1% of the total) as against 131 in 2007 (7.5%). These46
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Distribution of companies according to presence of independent FIGURE 9
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Source: Company ACGRs and CNMV.

Executive
Committee

% independents

< 1/3

≥1/3% y ≤2/3%

> 1/2 y ≤2/3

> 2/3
Board

54%35%

9% 2%

65%

26%

9% 0%



138 places are occupied by a total of 122 women in 88 companies (53.7% of the
total), distributed as follows: 112 women on the board of one company; 7 on the
boards of 2 companies; 2 on the boards of 3 companies; and one woman with direc-
torships at 6 companies.

At the 2007 close, 46.3% of listed companies had not a single woman on their Board
of Directors, compared to 48.6% in 2007. Among the IBEX group, the equivalent
percentages were 25.7% and 40%. 

Figure10 charts the progression of female board membership according to director
type:

— The largest increase in female board membership corresponds to the inde-
pendent category, where their share has risen from 4% in 2005 to 11.7% in
2008. 

— However, female executive directors are still a relatively rare event. Historically,
the percentage of women in this category has trailed behind their average share
of board places, and in 2008 it actually fell further to 3.6%.

Table 15 shows the number of board places occupied by women over 2005-2008,
together with the number of companies with female directors:
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Percentage of women directors out of total board members FIGURE 10

Source: Company ACGRs and CNMV.
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Presence of women on boards TABLE 15

No. of % No. of companies with %

women directors of total women directors of total

2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 17 26 30 44 3.3 5.1 6 8.7 12 19 21 26 34.3 54.3 60 74.3

Over € 1,000 M. 20 33 36 12 6.5 7.5 8 6.6 12 17 18 7 46.2 44.7 47.4 46.7

Under € 1,000 M. 58 59 65 82 6.6 7.7 8.3 7.1 41 42 50 55 35.7 46 49.5 48.2

TOTAL 95 118 131 138 5.6 6.9 7.5 8.1 65 82 89 88 36.9 47.4 51.4 53.7

Source: Company ACGRs and CNMV.
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— In 2008, 53.7% of listed companies had at least one woman on their boards,
2.3% more than in 2007.

— One salient development was that the percentage of women on IBEX company
boards overtook that of female directors at other listed companies. 

While the number of women board members at all listed companies averaged
8.1% (7.5% in 2007), the average among IBEX members rose by 2.7 points to
8.7% (6% in 2007). 

— In the last four years, women’s share of board places has climbed by no more
than 2.5 percentage points. However the number of companies with women
represented has risen by 16.8%.

— In 2008, a total of 27 companies appointed 32 women as board members,
of whom not one had executive functions. Specifically, 75% were inde-
pendent and 21.9% proprietary, with the remaining 3.1% classed as “other
external”. 

Figure 11 shows the distribution of women directors according to positions
held:

— The percentage of women serving as Chairman of the board dropped to 3.6%
(5% in 2007), with 2.2% as managing directors (3% in 2007).

— Of the 138 women belonging to listed company boards in 2008, 15.2% also sat
on the Executive Committee (16.7% in 2007), 42% on the Audit Committee
(38% in 2007); and 29.7% on the Nomination and Remuneration Committee
(24% in 2007).

As in 2007, women were underrepresented on executive committees (5.5%)
compared to their share of board places (8.1%). Conversely, they occupied a
slightly higher percentage on both the Nomination and Remuneration Com-
mittee (8.3%) and Audit Committee (10%).48
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— Note finally that 50 woman directors – 36.2% of the total – are not members of
any board committee. These figures are similar to those for 2007: 48 directors
representing 37% of the total.

Multiple directorships

Figure 12 shows the percentage of directors holding directorships on more than one
board:

— In 2008, a total of 1,460 persons occupied the 1,704 directorships of listed com-
panies, working out as 1.17 posts per head (1.19 in 2007).

— A total of 1,280 directors (87.7% of the total) held only one board place, an
increase of 1.7 points over the previous year. The types of directors sitting on
more than one board are as follows: 20.2% are executive (21.9% in 2007); 43.8%
proprietary (45.1% in 2007); 30.2% independent (27.6% in 2007); and 5.9%
“other external” (5.4% in 2007).

— 9.3% of directors (10.4% in 2007) sit on the boards of two companies and 1.9%
(2.4% in 2007) on the boards of three. There was no change in the percentage
of directors sitting on four or more boards.

Rotation and removal of directors

Article 126 of the Public Limited Companies Law states that directors will be
appointed for the term set in the bylaws, which may be no longer than six years,
and may be re-elected one or more times for periods of the same maximum
 duration.

The Unified Code recommends that any director resigning before his or her man-
date has expired should state the reasons in a letter. Also, so independent members
enjoy some stability of tenure, it is urged that the board should not propose their
removal unless they are in breach of their director duties or cease to qualify as
 independents. 49

Board of Directors structure

Percentage of directors belonging to more than one board FIGURE 12

Source: Company ACGRs and CNMV.
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The Code also envisages cases where the grounds for a director’s appointment
cease to apply due to years of tenure or some change in his or her circumstances.
It accordingly states that independent directors should not stay on as such for a
continuous period of more than 12 years, and that proprietary directors should
resign when the shareholders they represent sell or reduce their ownership
interest.

Most bylaws or board regulations list a number of triggers for directors’ removal or
resignation, chief among them: becoming subject to an incompatibility clause, the
reasons for their appointment ceasing to exist, a risk to the companies’ interests and
dereliction of directors’ duties.

Table 16 sets out the average service of listed company directors, with a breakdown
by market capitalisation:

— On average, board member length of service has varied little in the last few
years. The directors with the longest tenures – 2.1 years above the average – are
those in the executive category; a difference which has accentuated in the past
four years. 

Overall, director length of service presents the following breakdown: 53.8%
have been in the post for under 5 years; 13.6% for between 5 and 8 years; and
32.6% for more than 8 years.

The biggest change is in the group serving for less than 5 years, which has
grown by 17.4 points with respect to 2007. 

— A total of 251 new directors were appointed in 2008 (335 in 2007) at 104
companies, equating to 14.7% of board members (19% in 2007). The 230
removals reported (294 in 2007) at 100 companies represent 13.5% of the
total number. 

Note the 12% rise in the number of directors re-elected as far as 332 (296 in
2007) at 129 companies.

Table 17 below summarises the reasons stated by the 150 directors – 72.2% of the
total – leaving before the end of their tenure, grouped by director category:
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Length of service of board members TABLE 16

No. of years Average Executive Proprietary Independent

2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 6.4 6.7 6.4 6.7 8 8.9 8.6 9.3 5.1 5.5 5.4 5.9 6.7 6.8 6.2 6.3

Over € 1,000 M. 8.3 7.9 8.7 8.2 10 9.4 10.1 10.0 8.1 7.8 8.3 8.6 7.2 6.6 8.1 5.4

Under € 1,000 M. 8.3 7.7 7.2 7.3 9.4 9.1 8.8 9.2 8 7.3 6.7 6.5 6.8 6.4 6.3 7.0

TOTAL 7.6 7.5 7.4 7.2 9.2 9.1 9.1 9.3 7.1 7.0 6.8 6.6 7.1 6.6 6.7 6.6

Source: Company ACGRs and CNMV.
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Personal circumstances, changes of ownership and corporate transactions were
again the principal reasons given. Directors included in the “Others” category
offered the following explanations: voluntary insolvency proceedings; discrepan-
cies over senior officer appointments and financial statements, which should show
higher earnings; and shareholders agreements. 

As table 18 shows, the biggest changes were located in the other external  category:

— The years saw a decline in both the number of directors reclassified and the
number of companies making changes. In 2008, a total of 42 companies (53 in
2007) reclassified 61 directors (86 in 2007) to some other category.

The move to adapt director classifications to the binding definitions of the
Unified Code continued in the year, although progress was slower than in
2007.

— The bylaws or board regulations of 39 companies – 23.8% of the total – set a
maximum age limit for directors, which stands at 70 on average, within a range
from 65 to 75.

At the annual close, 26.8% of the companies analysed had circumscribed inde-
pendent directors’ tenure to between 5 and 12 years. 84.1% of companies
 stipulated a maximum service of 12 years. 51
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Reasons for director removals TABLE 17

% Executive Proprietary Independent Other external Total

Corporative transactions 1.3 4.0 – – 5.3

Incompatibility – 2.7 3.3 3.3 9.3

Good Governance 2.0 1.3 – – 3.3

Personal 9.3 17.3 10.7 3.3 40.7

Representation 1.3 4.7 1.3 – 7.3

Board restructuring 1.3 4.7 3.3 – 9.3

Sale of equity stake – 14.7 – – 14.7

Death-Retirement 0.7 4.0 1.3 – 6.0

Others 1.3 1.3 1.3 – 4.0

Total 17.3 54.7 21.3 6.7 –

Source: Company ACGRs and CNMV.

Change of director category TABLE 18

Category in 2008

(Number of directors) Executive Proprietary Independent Other external Total 

Executive – 5  – 10 15

Proprietary 2 – 3  10 15

Independent 1 6 – 4 11

Other external 3 5 12 – 20

Total general 6 16 15 24 61

Source: Company ACGRs and CNMV.
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Board of Directors operation

The Public Limited Companies Law assigns the Board of Directors full powers over
the company’s strategy and management, while allowing it to delegate these  powers
to an ample extent.

The Unified Code stresses that the general supervisory function is the core of the
board’s operation. This includes defining the company’s overall direction, overseeing
the management function and serving as a liaison with shareholders.

The Board Chairman

A recurrent theme in discussions about good governance practices is whether it
is better to separate or combine the offices of Board Chairman and company
chief executive. Although the OECD favours separation, the Code refrains from
comment, aware that both arrangements have their benefits and drawbacks, but
proposes that when a company’s Chairman is also its chief executive, an inde-
pendent director should be empowered to request the calling of board meetings
or the inclusion of new business on the agenda; to coordinate and give voice to
the concerns of external directors; and to lead the board’s evaluation of the
Chairman.

A total of 44 companies (14 IBEX) claim to comply with this recommendation. In
other cases, entities cite their main checks on the overconcentration of power as:
existence of a supervisory committee; delegation of powers to board committees
with a significant presence of independents; entrusting of day-to-day management
to a body other than the Chair; and bylaw provisions specifying that two or more
directors may call a board meeting or add points to its agenda.

Table 19 below outlines the main characteristics of the chairmen of the boards of
directors of listed companies, again grouped together by market capitalisation:

53
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Board Chairman TABLE 19

Category of Chairman Chairman Chairman’s Specific requirements

(Number of
in 2008 chief executive casting vote for chairmanship

companies) Exec. Prop. Indep. Other Ext. 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 29 6 0 0 21 24 26 28 16 19 19 20 4 4 2 2

Over € 1,000 M. 8 6 2 0 14 24 23 8 16 25 25 10 3 3 4 3

Under € 1,000 M. 74 31 7 1 49 42 42 58 67 56 57 66 10 6 6 8

TOTAL 111 43 9 1 84 90 91 94 99 100 101 96 17 13 12 13

% 67.7% 26.2% 5.5% 0.6% 48.0% 52.0% 52.6% 57.3% 56.6% 57.8% 58.4% 58.5% 9.7% 7.6% 6.9% 7.9%

Source: Company ACGRs and CNMV.
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— A large majority of chairmen (67.7%) are also chief executives. Of the 44 chair-
men (35 re-elected) appointed in 2008, 68% were executive, 25% were propri-
etary and 7% were independent. In 10 companies, the Chairman also takes on
the function of managing director (7 re-elected in 2008).

— 58.5% of the companies analysed have a casting vote system in place for cases
of tied votes.

— Only 13 companies reported imposing specific requirements for appointment
as Board Chairman. Once again, the most common requirements were having
previously been a board member and being below a certain age limit. 

Figure 13 sets out the number of companies whose chairmen are also chief execu-
tives, along with those applying a casting cote and those with specific requirements
for appointment as Chairman:

Of the 94 companies whose Chairman is also chief executive – 57.3% of the sample
and 80% of the IBEX group – 57 grant that person a casting vote and 8 have
approved special requirements for his or her appointment.
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Chairman/Chief executive FIGURE 13

Source: Company ACGRs and CNMV.
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Figure 14 shows the number of companies combining the offices of Chairman and
chief executive and those where an independent director is empowered as specified
in recommendation 17 of the Unified Code:

— In the 4 companies with the highest free float and market capitalisation, the
Chairman and chief executive are one and the same without any of the checks
contemplated in recommendation 17 of the Unified Code.

— In 32 of the 55 companies controlled by a significant shareholder, the Chairman
is also the chief executive. In 9 of the 32, the Chairman also holds over 50% of
voting rights. 

Table 20 sets out the numbers of companies with Vice Chairmen, grouped by market
capitalisation, and the director category they belong to:

— A total of 98 companies had 143 vice chairmen (150 in 2007). 6.9% of these vice
chairmen also held managing director posts.

— Vice chairmen mainly fall within the proprietary director category (53.8%).
Moreover this category increased its weight in 2008 at the expense of executive
vice chairmen and those labelled other external. These changes arose as the
result of the delisting of various companies in the 2007 sample.

— Ten new vice chairmen were appointed in 2008, of whom 60% were executive
and 40% proprietary directors. A total of 29 vice chairmen were re-elected in the
period: 48.3% proprietary; 17.2% executive; 31% independent and the rest
“other external”. 

Board Secretary

Notwithstanding the general duties applicable to all directors, the Secretary must
ensure that the board acts in conformity with current laws and their implementing
provisions as well as the company’s bylaws and internal regulations, and pays due
heed to corporate governance recommendations.

Among the Secretary’s functions are to facilitate the smooth running of board meet-
ings, to inform and advise directors as necessary, to keep records and to minute and
certify meeting decisions.

The Unified Code issues no opinion as to whether the Board Secretary should
also be a member, but recommends with a view to safeguarding his or her inde- 55
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Board Vice Chairman TABLE 20

% Executive % Proprietary % Independent % Other external

Vice Chairman Vice Chairman Vice Chairman Vice Chairman

2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 18.9 28.3 28.1 21.8 45.9 39.1 43.9 49.1 27 30.4 24.6 29.1 8.1 2.2 3.5 0.0

Over € 1,000 M. 22.2 12.5 17.5 16.7 51.9 62.5 65.0 72.2 25.9 20.0 12.5 5.6 0 5.0 5.0 5.6

Under € 1,000 M. 21.1 27.7 30.2 24.3 54.4 66.0 43.4 52.9 19.3 23.4 22.6 18.6 5.3 4.3 3.8 4.3

TOTAL 20.7 23.3 26.0 22.4 51.2 45.1 49.3 53.8 23.1 24.8 20.7 21.0 5.0 3.8 4.0 2.8

Source: Company ACGRs and CNMV.
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pendence, impartiality and professionalism in the discharge of this function that
his or her appointment and removal should be subject to a report from the Nomi-
nation Committee and approved by the board in full: 

— The Secretary is a also a board member at 47 companies, representing 28.7% of
the sample as against 26.6% in 2007 and including 9 firms within the IBEX
Group (25.7%). 

— At the 2008 close, 9 companies (14 in 2007) had amended the status of their
Board Secretary, with six secretaries becoming board members and three ceas-
ing to be so.

— 73.8% of the companies analysed (72% in 2007) state that the appointment and
removal of the Secretary is at the proposal of the Nomination Committee, while
93.3% submit the decision to the approval of the board.

— 87.2% of listed companies (81% in 2007) expressly charge their Secretary with
overseeing the implementation of good governance recommendations.

Director information

A well functioning board requires that all members have access to full and reliable
information on the company’s performance, and it is up to each firm to ensure that
the means are in place for the exercise of this right. 

The Unified Code states that directors should be able to call on the company for any
additional information they deem necessary and the advice they need to carry out
their duties. Companies are urged to organise induction programmes for new direc-
tors, as well as refresher courses for existing ones.

Table 21 quantifies companies by measures taken to provide directors with external
assistance and to ensure they have enough time to prepare board meetings:

— The percentage of firms reporting specific procedures so directors can call
on external assistance has been steadily increasing (83.5% in 2008 com-
pared to the 70.5% of 2005). Six companies introduced such procedures in
the year.56
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Director information TABLE 21

External assistance Enough time

to directors to prepare meetings

2005 2006 2007 2008 2005 2006 2007 2008

IBEX 30 31 33 33 34 35 35 35

Over € 1,000 M. 21 31 33 12 26 35 38 15

Under € 1,000 M. 73 65 72 92 102 89 91 108

TOTAL 124 127 138 137 162 159 164 158

% 70.5 73.4 79.8 83.5 92 91.9 94.8 96.3

Source: Company ACGRs and CNMV.
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— Six companies (9 in 2007) said they had not developed formal procedures for
director information as recommended by the Code. Three companies reported
writing such procedures into their internal rules in 2008. Conversely, one com-
pany had ceased to comply and four companies compliant in 2007 had since
withdrawn from trading. 

— Finally, 126 companies (30 IBEX) had organised induction or refresher courses
for members of their boards.

Board meetings and resolutions

Boards of Directors should meet with the necessary frequency to properly per-
form their functions. The Unified Code stresses that director absences should
be kept to the bare minimum and quantified in the ACGR. It also states that
when directors have concerns which they feel have not been addressed satis-
factorily at board meetings, they should ask for them to be expressly recorded
in the minutes. 

Figure 15 shows the annual average number of meetings held by the boards of list-
ed companies, grouped by market capitalisation:

— Boards met on average on 9.6 occasions (9.3 in 2007). This increase was mainly
due to the catch-up process at companies with market capitalisation below
1,000 million euros.

— 71.3% of the companies analysed (77.1% IBEX) held at least 8 board meetings
in 2007 compared to 61.3% in 2007. 42 companies (9 IBEX) require larger than
legal majorities for the adoption of important resolutions.

— Some companies have a formal system for directors unable to attend a meeting
to appoint another director as their representative. Most make this practice sub-
ject to the conditions that the Board Chairman be informed in writing and that
the proxy applies for one meeting only. Others place limits on the number of
proxies that can be exercised by a single director. 57
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Board regulations

The Transparency Law requires all listed companies to draw up board regulations,
with specific measures aimed at guaranteeing its effective stewardship. These regu-
lations must be filed with the CNMV.

A total of 46 companies (10 IBEX) amended their board regulations in 2008. The
purpose, in most cases, was to write Unified Code recommendations into their
internal rules and regulations, such that they cease to be purely voluntary in
nature. 

Figure 16 sets out the amendments made to these regulations in 2007 and 2008,
along with the percentage of companies affected.

— 16 companies have aligned the structure and operation of their Audit Commit-
tee with the recommendations of the Unified Code. A total of 21 companies
have given their Nomination and Remuneration Committee additional terms of
reference.

— The Unified Code recommendation on the size of the board has been written
into the board regulations of 9 companies.

— 23 companies have assigned new powers to their Board of Directors, giving
them the sole authority to approve the company’s general policies and strategies
and any transactions it might make with related parties.

— The regulations of 7 companies charge the Secretary with overseeing the legal-
ity of the board’s actions with regard to both external and internal provisions,
and its proper observance of good governance recommendations.58
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— A total of 7 companies have written the Code’s binding definitions of director
categories into their board regulations.

— Four more companies require the board to conduct an annual evaluation of the
quality and efficiency of its operation, the diligence of the Chairman and chief
executive in carrying out their duties, and the performance of its sub-committees.

— Three companies where the Chairman is also chief executive have empowered
an independent director to call board meetings as a check on too great a
 concentration of powers.

— A total of 14 companies have taken steps to improve the transparency of Board
of Directors remuneration. Measures include:

• Submitting remuneration policy to the advisory vote of the General Meeting.

• Establishing comparable compensation for comparable functions and dedication.

• Favouring mechanisms that link a significant portion of directors’ pay to their
real dedication.

• Disclosing the relationship between executive directors’ pay and the company’s
earnings in the annual report.

• Providing shareholders with the remuneration policy statement without first
putting it to the advisory vote of the General Meeting.

However, many still fail to itemise individual director payments in their annual
reports.

— Only one company, compared to ten in 2007, has established that independents
must occupy at least one third of board places.

— Finally, not one company reported having written gender diversity targets into
its regulations (compared to 6 companies in 2007).

59
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Board committees

Executive Committee

The appointment of board committees with executive functions is a standard prac-
tice among large capitalisation firms. Corporate governance principles urge maxi-
mum transparency in the relations between the Board of Directors and executive
committees. In particular, their composition should match that of the board, since
otherwise they may exercise their delegated powers from a divergent perspective.

Table 22 offers key quantitative data on the make-up of listed company executive
committees, with a breakdown by market capitalisation:

— At the 2008 close, a total of 66 companies – 69 in 2007 – had an Executive Com-
mittee discharging executive functions. Three more companies set up such a
committee in 2008, while another three disbanded theirs. The year-on-year
 difference is explained by the delisting of three companies with executive
 committees in place.

While 74.3% of IBEX companies have appointed an Executive Committee, the
percentage falls away to 60% in firms with market capitalisation over 1,000 mil-
lion euros and to just 27.2% in the remainder.

— Executive committees are formed by an average of 5.8 members. The statistical
mode works out at 6 members (7 in 2007) and repeats at 15 companies.

— The Unified Code says that the composition of the Executive Committee should
approximately match that of the board as regards the balance between director
categories. In 2008, 41 companies (62.1% of the total as against 59.4% in 2007)
reported an Executive Committee membership similar to that of the board.

From figure 17 below we can see that executive directors have occupied a higher
share of Executive Committee vs. board places in each of the last four years, to the
detriment of other director categories, independents in particular: 61

Board committees

Executive Committee membership by director category TABLE 22

Executive Proprietary Independent Other external

% 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 32.1 37.0 34.0 32.3 33.2 32.0 38.4 36.0 31.1 26.5 23.6 28.0 3.6 4.5 3.9 3.8

Over € 1,000 M. 33.3 26.2 29.1 25.0 43.2 50.5 49.6 57.7 19.8 20.6 17.1 15.4 3.7 2.8 4.3 1.9

Under € 1,000 M. 37.4 32.4 31.0 32.9 41.8 47.3 42.9 44.8 15.4 16.2 17.9 18.2 5.5 4.1 8.3 4.2

TOTAL 33.7 33.1 31.9 31.5 37.5 40.2 42.6 42.3 24.7 22.8 20.5 22.6 4.1 3.9 5.0 3.7

Source: Company ACGRs and CNMV.
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— In the last four years, executive directors have consistently taken a higher share
of Executive Committee vs. board places. However the difference is narrowing,
despite the uptick of 2008. 

— Proprietary and other external directors have a similar weight in both bodies.
However the difference is widening among other external directors and
 narrowing on the proprietary side (from 7.7% in 2004 to 3.1% in 2008).

— Independents, meantime, have kept up a more or less flat difference of around
7% in favour of board vs. Executive Committee membership.

Audit Committee

The Unified Code recommends that the Audit Committee should monitor the
integrity of financial reporting and supervise the internal audit function, inter-
nal control systems and relations with the external auditor. Audit Committee
members should also have the necessary knowledge and professional experience
in the accounting, financial and management matters that form its working
agenda.

The Code recommends that the Audit Committee should be made up exclusively
of external directors, and chaired by an independent.

Table 23 provides key membership data on the audit committees of listed
 companies:

62
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Director representation on the Executive Committee and board FIGURE 17

Source: Company ACGRs and CNMV.
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Audit Committee membership by director category TABLE 23

Executive Proprietary Independent Other external

% 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 1.5 2.9 2.9 1.4 35.8 35.8 40.0 36.6 59.0 56.9 52.1 56.3 3.7 4.4 5.0 5.6

Over € 1,000 M. 6.5 6.9 4.3 0.0 50.5 48.1 49.3 54.5 38.7 40.5 40.0 36.4 4.3 4.6 6.4 9.1

Under € 1,000 M. 13.8 13.0 11.0 9.4 44.5 40.4 40.1 40.2 37.5 41.4 40.1 43.6 4.2 5.2 8.8 6.8

TOTAL 9.8 9.2 7.5 6.6 43.5 41.0 42.2 40.7 42.6 44.9 42.9 46.0 4.1 4.9 7.3 6.7

Source: Company ACGRs and CNMV.
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— Audit committees have an average of 3.5 members, with 3 being the statistical
mode (repeating at 78 companies). Among the IBEX group, the average stands
at 4.1 members, with a statistical mode of 4, repeating at 13 companies.

— The size of audit committees is 34% of the average size of company boards
(28% in the case of the IBEX group).

— Membership rotation extended to 20% in 2008 compared to 25.4% in 2007,
falling to 10.6% for IBEX companies (21.1% in 2007 and 16.1% en 2006). 

— Twenty companies have enlarged their Audit Committee by one member, while
a further 2 have added two members. Conversely, 12 companies have reduced
its size by one member.

Figure 18 charts the weight of different director categories in listed company audit
committees. 

— The audit committees of 78.7% of listed companies are made up 100% of exter-
nal directors, with 41.5% having a majority of independents.

— Of this group, 21 companies (7 IBEX) have an Audit Committee formed entirely
of independent directors. However, 33 companies (1 IBEX) report not one inde-
pendent on their Audit Committee.

— A total of 78 companies (91 in 2007) claimed to comply with Unified Code
 recommendation 44 regarding Audit Committee membership: namely, that it
should have a minimum of three members, all of them external directors, with
an independent in the chair. An increased number of companies reported audit
committees comprising solely external directors and under the chairmanship of
an independent:

• In 35 companies, including 2 IBEX, not all members were in the external
director category.

• Four companies fell short of the three member minimum urged for this board
committee. 63
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• 69.5% of Audit Committee chairmen are independents, against 21% propri-
etary and 7% other external.

— Finally, the audit committees of 44 companies – 19 IBEX – have written up their
proceedings in an annual report, posted on their respective websites. In general,
these reports describe the Committee’s procedural rules, its composition, the
number of meetings held and the main business transacted. 

Nomination and Remuneration Committee

The Unified Code describes the function of the Nomination and Remuneration
Committee as follows: to oversee the integrity of the selection process for com-
pany directors and top executives, ensuring that candidates meet the target
 profile for each vacancy; to advise and organise the handover of the company’s
chair and chief executive positions; to report to the board on matters of gender
 diversity, etc. 

It also advocates that this Committee be formed entirely of external directors, the
majority independent, under the chairmanship of an independent, and that it
should propose the candidates for independent directorships as well as issuing a
report on all other prospective appointees.

Table 24 below sets out the main aggregate data, grouped by market capitalisa-
tion, for the composition of listed company nomination and remuneration
 committees:

— A total of 137 companies – 84.1% vs. 78% in 2007– have set up a Nomination
and Remuneration Committee, formed on average by 3.6 directors and repre-
senting 29% of the Board of Directors.

All IBEX members operate a Nomination and Remuneration Committee, except
one with a Related-Party Transactions Committee which proposes independent
directors but has no powers with regard to director and senior officer remuneration.

— As in other governing bodies, the presence of independent directors has
enlarged significantly to the detriment of other categories.

The year’s 5.9 point increase in the share of independents owes basically to the
declining weight of proprietary and other external directors, down by 4.1 and
1.2 points respectively.64
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Nomination and Remuneration Committee membership TABLE 24

by director category

Executive Proprietary Independent Other external

% 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 5.3 6.8 5.1 4.3 33.1 32.3 36 33.1 57.9 56.4 50 58.3 3.8 4.5 8.8 4.3

Over € 1,000 M. 10 8.8 6.3 2.1 43.8 42.1 52 59.6 41.3 43.9 37.8 38.3 5 5.3 3.9 0

Under € 1,000 M. 14 9.8 9 8.4 40.9 40.9 40.3 36.9 39.2 43.9 45.7 49.2 5.8 5.5 5 5.5

TOTAL 10.2 8.5 7.2 6.7 38.8 38.4 42.1 38.0 46.1 47.9 44.8 50.7 4.9 5.1 5.8 4.6

Source: Company ACGRs and CNMV.
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Figure 19 reflects companies’ growing compliance with recommendations on the
make up of this committee:

— Of the 137 companies with a Nomination Committee, only 53 – 38.7% of the
total – fulfil all recommendations with respect to its membership.

• 26 companies – 19% of the total – fail to comply with the Unified Code
 recommendation that all members be external directors.

• However independents are in a majority at 71 companies (61 in 2007), and in
14 cases (5 IBEX) make up 100% of the committee’s membership.

• 26 companies (5 IBEX) report at least one executive among its members. 

• In 98 companies (28 IBEX) the Nomination Committee is chaired by an inde-
pendent, compared to just 6 companies where the Chairman is an executive
director.

— The turnover of Nomination and Remuneration Committee membership came
to 20.2% in 2008 (22.1% in 2007).

— Companies kept up a similar rate of compliance with the Code recommendation
on director appointments and renewals. Of the 251 new directors appointed in
2008, 78.8% were proposed by the Nomination Committee.

Of the 302 re-elections reported in 2008, 71.9% (58.9% in 2007) were at the
Committee’s proposal.

65
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Meetings of board committees

Figure 20 below charts the average number of meetings held by the different board
committees over 2005-2008:

According to ACGRs, only one company with an Executive Committee did not have
it meet even once in 2008. In two companies, the Audit Committee held no meet-
ings in the year. All nomination committees have met on at least one occasion. 

66

CNMV

Annual Corporate
Governance Report
2008

Board committee meetings per year FIGURE 20

Source: Company ACGRs and CNMV.
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Board and senior officer remuneration

Board remuneration

Figure 21 tracks the average remuneration of listed company boards, executive
directors and external directors over the 2004 -2008 period: 

— Average remuneration per board was 2.8 million euros, 5.1% more than in
2007.

— The average per executive director rose by 8.8% in the course of the year to
999,000 euros. This lifts the cumulative rate of increase in the last five years to
72.8%.

— Average remuneration per external director moved up 1.9% with respect to
2007, giving a cumulative increase of 27.7% over 2004-2008.

Figure 22 sets out annual changes in remuneration by item and director category as
detailed in company ACGRs.

— Fixed payment items (fixed remuneration and expenses) have increased year
after year. However the rate of increase was rather more moderate in 2008.

— Meantime, annually varying items tied to earnings – performance-related pay
and directors’ fees – declined for the first time on record. 67

Board and senior officer
remuneration

Board member remuneration FIGURE 21

Source: Company ACGRs and CNMV.

2004 2005 2006 2007

Average per board Executive directors External directors

2008

Average remuneration (Thousand euros)

1,984 1,958

2,502
2,677

2,814

999918872
654578

107105928884

CNMV 2008 (INGLES).qxd:ok  23/04/10  15:03  Página 67



— Multiannual remuneration schemes (options and similar) follow a more cyclical
pattern. In 2008, companies reported an increase in stock option expiries coin-
ciding with a decline in the number of non share-based multiannual incentive
schemes.

— Overall, however, cuts under one payment head tend to be offset by increases
under another, to keep average board and director pay rising each year. 

— In 2008, average board remuneration stood at 7.6 million euros for IBEX
 members against the 1.3 million average of other listed companies. 

Analysis of board remuneration by item

Figure 23 shows the distribution by item of the remuneration received by listed
company boards and its rate of variation over the reference period:

Each year, the sum of fixed and variable remuneration comes to over 50% of total
pay. 68
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Remuneration by item and director category FIGURE 22

Source: Company ACGRs and CNMV.
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Fixed remuneration

An annual amount which, companies say, is set by reference to market rates.

Figure 24 tracks the progress of the total fixed remuneration received by board
members over 2004-2008:

— In 2008, 75% of the companies analysed paid less than 1.5 million euros per
board in this respect, while the figures for the other 25% showed a high degree
of dispersion. A total of 9 companies (8 IBEX) reported total payments of over
4 million euros. 

— Average fixed remuneration per board is the only payment item which rises
every year. Around 50% of the total in this respect corresponds to IBEX
 companies.

The increase reported in 2008 (6.5%) was more modest than in previous years,
though only a third of the companies analysed had actually cut their pay   -
versus 2007.

Variable remuneration

This kind of pay is reserved in most cases for executive directors, and includes
annual amounts linked to the achievement of business targets and individual per-
formance reviews and/or medium- and long-term incentives benchmarked to strate-
gic plans or value creation.

— In 2008, 75% of the companies whose board members received variable remu-
neration paid less than 1.5 million euros in this respect. A total of 12 companies
(10 IBEX) paid over 2.5 million euros.

Over 70% of the total variable remuneration received each year corresponds to
IBEX company payment schemes. 69

Board and senior officer
remuneration

Changes in total fixed remuneration FIGURE 24

Source: Company ACGRs and CNMV.

160

140

120

100

80

60

40

20

0

No. of companies (left axis)

2006

IBEX

2005 2007 2008

Others

2004

th
ou

sa
nd

 e
ur

os

200,000

160,000

120,000

80,000

40,000

0

CNMV 2008 (INGLES).qxd:ok  23/04/10  15:03  Página 69



— Variable remuneration rose in 2006 and 2007 before registering its first year-on-
year decrease in 2008.

The companies publishing a remuneration report state the following main bench-
marks for calculating short-term variable payments: net profit, gross operating profit
(EBITDA) and the meeting of budgetary targets. The main benchmarks for
 calculating medium- and long-term variable payments are stated as: share price
 performance, earnings per share, and shareholder returns.

Expenses

Directors are paid expenses in respect of their participation in company governing
bodies.

— In 2008, over 70% of companies paid less than 600,000 euros in respect of
expenses. Only 7 companies (4 IBEX) exceeded one million euros.
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Changes in total variable remuneration FIGURE 25

Source: Company ACGRs and CNMV.
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— As with fixed remuneration, the increase in expenses paid to board members
was lower than in 2007, though only 25% of companies reported actually
 reducing payments.

Directors’ fees

These are annual amounts payable to all board members regardless of which
 category they belong to:

— Each year some 50 to 60 companies report the payment of directors’ fees. Over
70% of companies awarding such fees to their board members paid no more
than 1.5 million euros. Another 12 companies (5 IBEX) disbursed over 2 million
euros in this respect.

Share options and similar

This remuneration item mainly benefits executive directors. Share options tend to
be packaged into medium- and long-term incentive schemes to secure the loyalty of
senior management:

71
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— As we can see from figure 28, share options held reached a peak level in 2006,
then fell off sharply in 2007 before recovering in 2008.

Other remunerations items

The largest amounts under this head correspond to severance payments or
 multiannual incentive schemes when these are not included under variable
 remuneration.

Payments in kind also fall within this category, although companies report only
 negligible outlays in their respect.

— In 2006, the expiry of a large number of multiannual schemes caused a leap
in the year-on-year rate which was maintained in 2007 due to the impact of
severance payments. Outlays under this head then reduced sharply in 
2008.

A total of 91 companies (27 IBEX) reported having severance clauses in force in
2008 benefitting 507 senior officers (278 IBEX). Analysis of the companies report-
ing severance clauses shows that most set termination payments at the equivalent
of over two years’ annual remuneration, rising to 5 years’ annual remuneration for
the executive directors of 7 IBEX companies.

Other benefits

Companies grant their directors other benefits aside from those quantified above,
whose average annual amounts are shown in table 25 below:

— The average sum of these benefits has been falling steadily in all market capi-
talisation groups, the exception being advance payments, whose amount is not
significant, and obligations in respect of pension plans.72
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Other board member remuneration FIGURE 29

Source: Company ACGRs and CNMV.
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— As we can see, most firms paying their directors these benefits belong to the
financial sector, with the banks laying out the most.

Changes in board remuneration by director category

Executive directors receive over 60% of total board remuneration in each year of the
study period. Not only are they the main beneficiaries of variable remuneration
(annual performance-related payments, medium- and long-term incentive schemes
and option rights), but their fixed remuneration also includes the salary earned in
their executive position.

As we can see from table 26, executive directors at IBEX companies receive consid-
erably more on average than their counterparts in other listed companies, as the
main beneficiaries of remuneration policies that reward management team loyalty
through incentive schemes, option rights and substantial retirement and severance
packages.

— A total of 18 companies paid their executive directors over 2 million euros on
average in 2008. The 12 IBEX member in this group have kept up these levels
year after year.

Of the other 6 companies, four had met executive director severance payments
that lifted their average outlays from less than 1 million euros in previous years
to over 2.5 million in 2008.

73

Board and senior officer
remuneration

Average amount of other remuneration items TABLE 25

(Thousand euros)
IBEX Others Total

2004 2005 2006 2007 2008 2004 2005 2006 2007 2008 2004 2005 2006 2007 2008

Advances 343 219 44 149 430 38 44 74 22 134 89 160 108 106 282

Loans granted 9,047 3,191 4,358 6,073 7,938 27,465 28,233 49,256 17,818 9,230 20,448 18,693 30,889 12,784 8,861

Pension plan contributions 2,116 1,749 5,193 3,582 3,728 564 290 411 193 271 1,415 1,019 2,973 1,699 1,832

Pension plan obligations 41,938 38,961 48,268 68,280 80,843 8,571 13,756 8,092 7,412 7,605 28,591 28,459 32,815 40,613 47,553

Life insurance premiums 214 119 159 402 224 112 217 342 35 34 156 170 257 202 111

Guarantees established 3,840 2,024 4,876 4,191 8,612 33,988 41,726 42,987 18,692 7,705 21,929 24,711 26,653 12,650 8,083

Source: Company ACGRs and CNMV.

Average remuneration of executive directors TABLE 26

(Thousand euros) 2004 2005 2006 2007 2008

IBEX 1,371 1,465 1,911 2,264 2,206

Others 308 350 455 433 539

TOTAL 578 654 872 918 999

Source: Company ACGRs and CNMV.
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— The sharpest year-on-year change in executive directors’ average remuneration
was in 2006, coinciding with the expiry of a large number of multiannual
 incentive schemes.

The total remuneration paid by IBEX companies to their executive directors
actually decreased in 2008. The cause, however, was not a real reduction in
 average remuneration but the fact that 2007 totals were swollen by severance
payments made to the management teams of three IBEX companies.

External directors’ remuneration

Table 27 tracks changes in the average remuneration of external directors:

— In 2008, a total of 18 companies (7 IBEX) paid each external director over
200,000 euros on average.

— Proprietary and other external directors increased their total average payments
while those of independent directors were down with respect to the previous
year.

— Among IBEX companies too, directors in the other external category were paid
significantly more in 2008 while independents received less. This is a direct con-
sequence of applying the binding definitions of the Unified Code, such that
many independents were reclassified as other external.

Senior officer remuneration

Senior officers, like executive directors, receive both a fixed component (salary) and
variable amounts (annual performance-related pay, medium- and long-term incen-
tive schemes and option rights).

Figure 30 tracks changes in senior officer remuneration in comparison to executive
directors:
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Average remuneration of external directors TABLE 27

IBEX Others Total

(Thousand euros) 2004 2005 2006 2007 2008 2004 2005 2006 2007 2008 2004 2005 2006 2007 2008

Proprietary 124 135 119 131 144 67 66 74 90 87 82 83 86 101 102

Independent 113 130 148 184 171 37 47 48 63 65 65 80 85 105 104

Other external 239 439 528 169 321 69 104 88 88 99 119 212 208 135 162

Source: Company ACGRs and CNMV.
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— As we can see, average senior officer remuneration has increased in each year
of the study period, albeit at a slower rate than executive directors’ pay.

— In 2008, over 50% of the sample raised the remuneration of their senior officers
and 13 companies (9 IBEX) paid them an average amount exceeding 600,000
euros.
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Average remuneration of executive directors vs. senior officers FIGURE 30

Source: Company ACGRs and CNMV.
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Financial reporting and risk management

The implementation of effective risk control systems is of paramount importance
in an unsettled economic and financial landscape like that of the year 2008, in order
to identify threats to business continuity, appropriately manage risks and, as far as
possible, keep companies on course for their business objectives.

As discussed more fully in our chapter on corporate governance internationally,
the OECD has singled out the widespread failure of companies’ risk management
systems as among the most serious and surprising weaknesses laid bare by the
crisis. 

Among other recommendations for risk control procedures, its report calls for more
attention to transparency, and urges firms to lay their key risk factors before the
market in a frank and comprehensible manner, without of course revealing trade
secrets.

Spanish listed companies give detailed account in their ACGRs of the models under-
pinning their risk management systems and the main theoretical risks to which
they are exposed. Where most fall down is in not explaining the specific risks of
their business operations or those materializing in the year. Nor do they provide a
risk map or an estimate of which risks are likeliest to materialise or would most
impact their business.

For this reason, 57.4% of the notices the CNMV sent to listed companies request-
ing additional information or clarification regarding the content of their ACGRs
made particular mention of risk management systems and, particularly, of risk
events occurring in the reporting period. In response to these notices, 23 compa-
nies have enlarged on the information on risk and risk management provided in
their ACGRs. 

Mandatory financial reporting requirements and account auditing

The Unified Code stresses that the job of the Audit Committee is to ensure the reli-
ability and integrity of the company’s financial information, to oversee the internal
audit function and to ensure the correct working of internal systems to detect,
assess and prevent any uncontrolled or intolerable impact due to the materialisation
of risks.
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It accordingly urges boards, where possible, to present the annual accounts to the
General Meeting without reservations or qualifications in the external audit report.
Should such reservations or qualifications exist, both the chairman of the Audit
Committee and the auditors should give a clear account to shareholders of their
scope and content.

Figure 31 shows the percentage of audit reports issued with a qualified opinion
(excluding changes affecting inter-year comparability) in the 2002-2008 period,
based on all issuers of listed securities:

There follows a summary of ACGR contents touching on external auditors and
financial reporting:

— A total of 65 companies (63 in 2007) had their annual or interim financial state-
ments verified by the responsible officers before their drafting or approval by
the board.

In general, accounts are verified by the chief financial officer, though some com-
panies assign this job to the managing director, comptroller or chairman.

— A total of 118 companies (110 in 2006) reported having engaged audit firms for
additional services other than account auditing. The amount of these services
averaged 27.8% of audit firm billings in the year.

— As to auditor rotation, each year current providers have on average audited
56.8% of the annual accounts of listed companies. In 58 companies, this per-
centage climbs to 100%.

Table 28 shows the number of companies with accounts previously verified,
average years with the current auditor and the percentages billed for non audit
services:
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Audit reports with qualifications FIGURE 31

Source: Company ACGRs and CNMV.
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Risk management

Listed companies should describe their risk management policy in ACGRs, specify-
ing the control systems in place, any risks that have materialised and the body in
charge of establishing and supervising control mechanisms.

Risk identified

Listed companies tend to class their risks into four large categories: financial risks,
operational risks, regulatory risks and environmental risks:

(i) Financial sector firms highlight the economy’s entry to a new cycle phase char-
acterised by slower lending growth as demand for credit weakens.

The cycle change has also impacted directly on credit risk by pushing up the
NPL ratio. The progress of non performing loans and the cost of credit reflect
the general deterioration of economic indicators. Banks accordingly cite the
management of bad debt and early warning systems as business critical
 functions.

Aside from its credit risk impact, the financial disruption due to bank expo-
sure to subprime loans has taken market uncertainty to new heights, with a
knock-on effect on both interest-rate and liquidity risk.

(ii) The electric utilities locate their main uncertainties in key business variables
like rainfall levels or changes in the demand profile, as well as regulatory risk.

(iii) Companies in the construction sector point to the contraction of their market
due to the shortage of liquidity and the downturn in government procure-
ment. The real estate sector had a particularly troubled year. Sector operators
have been especially vigilant over credit risk, in the face of payment arrears
from increasingly cash-strapped customers.

(iv) Remaining firms single out the international financial crisis and its impact on
interest rates; positive on one hand, due to the falling cost of loans, but also
damaging in its effect on risk premiums. 
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Account verification and association with external auditors TABLE 28

No. of companies with Average years with Average % charge for non

accounts previously verified current audit firm audit/audit services

2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

IBEX 18 22 22 26 9.6 10.5 11.3 11.8 25.7 25.5 25.7 24.8

Over € 1,000 M. 10 16 16 8 10.4 9.9 10.8 11.3 17.8 21.5 26.7 34.6

Under € 1,000 M. 31 24 23 31 8.5 8.2 7.3 6.6 11.1 10.1 15.4 27.9

TOTAL 59 62 61 65 9.1 9.1 8.9 8.2 15.0 15.7 20.0 27.8

Source: Company ACGRs and CNMV.
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Materialised risks

Companies are asked to disclose in ACGRs any specific risks materialising in the
year, the circumstances triggering such events and whether existing control systems
have reacted effectively.

Only 40 companies were explicit about the risks affecting them in 2008 (23 in
2007); another 105 state that no potential risks have actually materialised (129 in
2007), and the remaining 19 say only that risk events in the year were confined to
those inherent to the group’s business operations.

Figure 32 groups companies according to the account given in their ACGRs of risks
materialising in 2008:

Although the number of companies naming specific risks remains relatively small,
their percentage has climbed to 24.4% in 2008 compared to 13.3% the year before.

Table 29 shows the main risks stated as materialising in 2007 and 2008:
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Companies reporting status vis à vis materialised risks FIGURE 32

Source: Company ACGRs and CNMV.
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Interest rate rises in the Eurozone.

Deceleration of housing demand in Spain.

Valoration adjustments in certain goodwill accounts.

Customer payment defaults.

Dollar depreciation vs. Asian currencies.

Rising commodity prices.

Delays and cost overruns in project execution.

The financial sector crisis shrinking available liquidity and 
restricting access to credit.

Crisis in the Spanish real estate sector.

Sharp devaluation of investments in both fixed-income
and equity securities.

Increased customer arrears.

Volatility of the U.S. dollar and GB pound.

Crude price fluctuations.

Demand contraction in the advertising market.

Entry of new competitors.
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Risk control

The Financial Law stipulates that audit committees should oversee the internal
audit function and be properly apprised of the company’s internal control systems
and financial reporting flows.

The Unified Code advises that the Audit Committee should review internal control
and risk management systems on a regular basis, so main risks are properly identi-
fied, managed and disclosed.

ACGRs should name the bodies responsible for establishing and supervising risk
control systems. Companies identify various bodies as being involved in risk man-
agement systems, stressing the board’s responsibility, as part of its general oversight
function, for identifying the main risks the company is exposed to.

Figure 33 below offers a breakdown of listed companies in terms of the body respon-
sible for establishing and monitoring risk control mechanisms and procedures:

Audit Committee functions

The Unified Code describes the functions of board supervisory and control com-
mittees – the Audit Committee and the Nomination and Remuneration Committee
– drawing on the European Commission Recommendation of 15 February 2005 on
the role of non-executive or supervisory directors of listed companies and on the
committees of the (supervisory) board. 

Figure 34 below reflects the percentage of companies assigning their Audit Com-
mittee the recommended functions vis à vis internal control and reporting:

— 95.1% of the audit committees of listed companies monitor the preparation and
integrity of financial statements, checking for compliance with legal provisions,
the accurate demarcation of the consolidation perimeter, and the correct appli-
cation of accounting principles.
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Body establishing and supervising risk control systems FIGURE 33

Source: Company ACGRs and CNMV.
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Although the percentage following this recommendation remains high, it has
dipped below the 99% level of 2007, with the decline steepest among compa-
nies with market cap. below 1,000 million euros.

Figure 35 reflects the percentage of companies assigning their Audit Committee the
recommended functions vis à vis internal audits and internal mechanisms whereby
staff can report any irregularities detected:

— The year has brought no progress in implementing these functions.

— The establishment and supervision of a “whistle-blowing” mechanism was the
least taken up in 2007 (69.9%) and continued to be so in 2008, with only 68.9%
reporting its existence.

Companies’ most frequent explanation was that they did not consider it
appropriate for employees to be able to report irregularities in an anonymous
manner. 

Figures 36 and 37 reflect the percentage of companies assigning their audit com-
mittee the recommended functions vis à vis external auditors, with a breakdown by
market capitalisation:82
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Monitor the preparation and integrity of financial information/ FIGURE 34

Review internal control systems on a regular basis

Source: Company ACGRs and CNMV.
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— As in 2007, these recommendations tended to be widely followed. Only one
company had ignored the recommendation to receive regular information from
the external auditor on the progress and findings of the audit programme and
check that senior management are acting on its recommendations.

— Two IBEX members do not follow the recommendation to disclose any
 differences of opinion with the outgoing auditor, alleging that this could strain
relations in the context of a change of auditor and restrict the company’s power
of decision.

— Regarding external auditors, the least implemented of the practices urged by the
Unified Code is that of the group auditor taking on the audit of all component
companies.
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Make recommendations to the board for the appointment of the extenal auditor/ FIGURE 36

Receive regular information from the external auditor

Source: Company ACGRs and CNMV.
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Source: Company ACGRs and CNMV.
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Related-party transactions and conflicts of interest

Obligations and recommendations

For the sake of maximum transparency, listed firms are obliged to report any
transactions concluded with significant shareholders, directors and senior officers
in their interim statements, annual accounts and ACGRs, along with any intra-
group transactions not eliminated in the consolidation process. Regarding ACGRs,
this reporting requirement is confined to related-party transactions of significant
amounts or that are important for a correct understanding of financial
 statements. 

Further, article 127 ter of the Public Limited Companies Law obliges directors to
inform the Board of any situation of conflict, direct or indirect, with the company’s
interests and to refrain from engaging in the relevant transaction. 

Transactions with significant shareholders

Table 30 shows the aggregate amounts of related-party transactions with the sig-
nificant shareholders of listed companies and their progress over the 2006-2008
period:
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Transactions with significant shareholders TABLE 30

IBEX Over € 1,000 M. Under € 1,000 M.

(Amount in million euros) 2006 2007 2008 2006 2007 2008 2006 2007 2008

No transactions Companies 10 12 16 15 15 6 63 66 68
reported Amount – – – – – – – – –

Less than € 100 million Companies 10 8 5 14 15 7 34 30 39

Amount 381 245 213 470 464 172 511 356 520

Between € 100 Companies 8 6 3 4 5 1 2 3 6
and 500 million Amount 2,392 1,824 985 902 1,547 140 424 841 1,167

Between € 500 Companies – 4 6 2 2 – 1 – 1
and € 1,000 million Amount – 2,988 4,395 1,496 1,213 – 596 – 744

Over € 1,000 million Companies 7 5 5 3 1 1 – 1 –

Amount 37,238 22,685 42,500 6,585 19,648 1,521 – 1,033 –

TOTAL Companies 35 35 35 38 38 15 100 100 114

Amount 40,011 27,742 48,093 9,453 22,872 1,833 1,531 2,230 2,431

Source: Company ACGRs and CNMV.
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— The total 2008 volume of transactions with significant shareholders came to
52,357 million euros, with three IBEX companies accounting for 69.4% of this
sum (36,348 million euros). 

As in previous years, most of these transactions – 65.9% of the total – took the
form of loans, guarantees or sureties from banks or savings banks holding sig-
nificant interests in listed companies. A further 20.85% corresponded to asset
sales or purchases, 8.3% to dividends paid out in the year (12.5% in 2007) and
the rest to normal trading operations.

— In all, the volume of transactions with significant shareholders was down by
0.9% with respect to the previous year. The entry to the IBEX of a company
accounting for 41.3% of the total amount explains the increase registered for
this group.

Transactions with director and senior officers

Table 31 sets out the aggregate amounts of listed companies’ transactions with
directors and senior officers and their progression over the 2006-2008 period:

— Reported transactions with directors and senior officers in 2008 came to 3,952
million euros, with most of this amount tracing to a small group of companies.
Specifically, transactions at 3 firms accounted for 50.9% of the total of the com-
panies analysed. Conversely, 100 companies – 61% of the total – reported no
transactions with either directors or senior officers.

— Of the sum of transactions with directors and management, 47.7% corresponded
to interbank loans and to other financial transactions with credit institutions on
companies’ governing bodies or persons having links with the company’s direc-
tors or senior officers.

26.3% corresponded to asset sales or purchases, 10.3% to loan agreements with
shareholders other than credit institutions, 4.5% to dividends and other dis-
tributed earnings, and the rest to sundry transactions and services rendered.86
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Transactions with directors and senior officers TABLE 31

IBEX Over € 1,000 M. Under € 1,000 M.

(Amount in million euros) 2006 2007 2008 2006 2007 2008 2006 2007 2008

No transactions Companies 21 21 19 24 23 10 77 66 71
reported Amount – – – – – – – – –

Less than € 1 million Companies 4 3 5 3 5 – 12 11 9

Amount 2 1 2 1 1 – 4 3 2

Between € 1 and 5 million Companies 3 2 5 4 5 – 10 16 18

Amount 5 2 15 10 15 – 29 42 49

Over € 5 million Companies 7 9 6 7 5 5 1 7 16

Amount 1,386 1,436 1,513 1,024 1,454 1,555 7 640 816

TOTAL Companies 35 35 35 38 38 15 100 100 114

Amount 1,392 1,439 1,530 1,.035 1,471 1,555 40 686 867

Source: Company ACGRs and CNMV.
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— The amount of transactions with directors and senior officers climbed 9.9% in
the year, due to one company’s wind farm sales to a member of its board. Note
that this particular member joined the board in 2008 though it had figured as a
significant shareholder the year before.

Intragroup transactions

Listed companies have to report all material transactions with group companies
that are not eliminated in the consolidation process, alongside those concluded with
associates and other companies under their joint control, whenever such transac-
tions are outside normal trading and financial flows.

— A total of 21 listed companies (27 in 2007) reported intragroup transactions
summing 3,721 million euros (3,161 million in 2007).

— Intragroup transactions at 3 firms (sales of assets, convertible bonds and loan
agreements) accounted for 80% of the total volume reported.

Conflict of interest

A total of 32 companies reported conflicts of interest arising in 2008, involving 151
directors. The director conflicts of interest listed in ACGRs are summarised below:

— Approval of their contractual and/or pay conditions.

— Approval of major transactions involving the transfer of funds or the recogni-
tion of obligations between the company and director related parties.

— Director classification in accordance with the definitions of the Unified Code.

— Appointment of the director as a member of some board committee.

Listed companies have written procedures into their internal rules to help directors
disclose this type of conflict. Preventive measures included the following:

(i) Any director transactions with the company must be approved by the board
subject to a report from the Audit or Nomination Committee. 

(ii) Directors to notify any significant changes affecting their professional situa-
tion, whenever a conflict of interest could potentially arise.

(iii) Directors to disclose any holdings in companies engaging in an identical or
complementary activity.

(iv) Prohibition on directors holding posts at competitor firms.
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The General Shareholders’ Meeting

Participation in General Shareholders’ Meetings

The OECD’s report on the lessons of the crisis is adamant that shareholders have
exercised too little power over the actions of the boards of directors of listed
 companies.

Only on rare occasions have shareholders challenged the decisions of their boards,
it argues, calling for companies to be far more active in helping shareholders to
organize themselves, get the advice they need and exercise their voting rights in a
responsible manner. 

Figure 38 shows the average participation in general meetings held between 2005
and 2008, indicating the percentages of capital present, represented and voting
remotely:

— Average participation at general meetings held in 2008 dropped to 74.3% of
share capital, one point less than in 2007, in a break with the upward trend ini-
tiated in 2005.

— The percentage of capital physically present lost further ground to the percentage
represented, while remote voting failed to register any advance. 

— Only 20 companies (12.2%) reported the use of remote voting facilities. The
maximum readings for remote voting were 29.9% at one company and 17.2%
and 19.7% at two banks. 89
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Participation in general meetings FIGURE 38

Source: Company ACGRs and CNMV.
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— Finally, in 13 companies, none of them IBEX members, shareholders in atten-
dance exceeded 90% of capital. Overall personal attendance was slightly lower
than in 2007.

— In 7 companies, none of them IBEX members, all the capital at the General
Meeting was physically present.

Table 32 compares attendance at general meetings by year and market capitalisation:

— In 2008, for the first time, not one IBEX company reported AGM attendance
below 50%.

— In most non IBEX companies, the level of attendance exceeded 75%.

Figure 39 sets average attendance against free-floating capital for each of the three
participation intervals with reference to meetings held in 2008:

We can see from the following sections on bylaw restrictions on voting and atten-
dance rights and amendments to internal rules that listed companies have been
stepping up efforts to get minority shareholders involved in general meetings. 

However as figure 39 shows, a higher percentage of minorities does not necessarily
mean higher attendance, which tends rather to go along with a lower percentage of
free float.90
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Shareholder participation in general meetings TABLE 32

Total IBEX Over € 1,000 M. Under € 1,000 M.

No. of companies 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

participation < 50% 23 14 19 12 6 6 1 0 1 2 2 0 16 11 16 12

participation between 
50% and 75% 70 72 67 63 19 20 23 18 14 12 13 3 37 34 31 42

participation > 75% 82 87 87 89 9 9 11 17 11 23 23 12 62 55 53 60

Source: Company ACGRs and CNMV.

General Meeting attendance vs. free float FIGURE 39

Source: Company ACGRs and CNMV.

100%

80%

60%

40%

20%

0%
<50%

69.0%

≥50% ≤75% >75%

36.9%

65.2%

47.0%

85.8%

24.5%

Average % free float Average % capital attending General Meeting

Companies by % participation in General Meeting

CNMV 2008 (INGLES).qxd:ok  23/04/10  15:03  Página 90



Voting limitations, attendance conditions 
and decision making

— The bylaws of 14 companies, two fewer than in 2007, impose bylaw restrictions
on the exercise of voting rights at general meetings:

(i) Eight companies (5 IBEX) have a limit of 10%.

(ii) Two companies have a limit of 25% and a further three have set limits of
15%, 30% and 33%.

(iii) One IBEX company imposes a limit of 3%.

One company non compliant with the first Unified Code recommendation in
2008 has since abolished its restrictions on voting rights.

— 57.3% of the companies analysed (57.8% in 2007) specify a minimum number
of shares for attendance at the General Meeting: 

(i) Three companies operate a limit of over 10,000 shares while a further 17 – 9
belonging to the IBEX – have set a threshold between 500 and 10,000 shares.

(ii) In 74 companies (76 in 2007), including 12 IBEX, the threshold for atten-
dance is set at under 500 shares.

(iii) And the remaining 70 companies, including 14 IBEX, impose no limit
whatsoever.

In 2008, two companies increased the number of shares required to attend general
meetings. Finally, seven of the 10 companies admitted to trading in 2008 have estab-
lished an ownership threshold for attendance.

From figure 40 below we can see that the number of companies imposing upper
limits on voting rights (recommendation 1) and a threshold for attendance at gen-
eral meetings has moved steadily lower between 2005 and 2008:

— Finally, the bylaws of 31 companies specify conditions over and above those of
public limited company legislation for the constitution of general meetings,
while 14 companies, one more than in 2007, require a supermajority for the
adoption of certain decisions. 91
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Source: Company ACGRs and CNMV.
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General Meeting regulations

The Transparency Law requires all companies with shares admitted to trading on
regulated markets to draw up separate regulations for their general meetings.

A total of 28 Companies (8 IBEX) reported amendments to their General  Meeting
regulations in 2008 ACGRs. Most changes were about aligning their regulations
with the recommendations of the Unified Code, a process initiated in 2006 with
the approval of the single text of corporate governance recommendations.

The lower incidence of amendments versus prior years is because most companies
have already recast their rules in line with the Code’s recommendations.

Figure 41 groups the changes reported in 2007 and 2008 indicating the percentage
of companies affected in each case: 

— A total of 10 companies have introduced separate voting on materially separate
items, in particular the appointment or ratification of directors and amend-
ments to the bylaws.

— Seven companies have ascribed new powers to the General Meeting: approval
of any operations involving a fundamental corporate change, such as the trans-
formation of listed companies into holding companies; the acquisition or dis-
posal of key operating assets; and any operations that effectively add up to the
company’s liquidation.

— A total of 7 companies now envisage split votes in their Board regulations, so
financial intermediaries acting as nominees can issue their votes according to
clients’ instructions.

— Another 5 companies have established that detailed proposals of the resolutions
to be adopted at general meetings should be made available at the same time as
the publication of the Meeting notice.
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Percentage of companies introducing major amendments FIGURE 41

Source: Company ACGRs and CNMV.
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— Six companies have taken steps to have the following director particulars posted
on their websites, with updates as appropriate: professional and personal
 background, other directorships, date of first appointment, director category,
and the number of shares held in the company including share options.

— No new companies introduced the possibility of submitting a statement on
directors’ remuneration as a separate agenda item to the advisory vote of the
General Meeting. 
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Comply or explain

Compliance with Unified Code recommendations

Under the “comply or explain” principle, companies must state their degree of
 compliance with the Code’s 58 recommendations – indicating whether they comply
with them fully, partially or not at all – giving reasons, as the case may be, for any
practices or criteria departing from the same.

A review of the declarations included in 2008 ACGRs regarding the degree of
 compliance with Unified Code recommendations admits the following general
 conclusions:

— On average, listed companies comply in full with 77.1% of the Unified Code and
partially with a further 9.8% of the applicable recommendations. At aggregate
level, then, we can say that only 13.1% of recommendations are not being
attended to.

— A total of 30 companies – 18.3% of the sample – follow over 90% of the Code’s
recommendations, with one of this number claiming to be 100% compliant.
Conversely, 7.3% of listed companies report a degree of compliance below 50%. 

— The least followed recommendations are those touching on the approval and
transparency of directors’ remuneration. Only 35 listed companies – 21.3% of
the total – comply with every point of recommendation 40 (the Board should
submit a report on directors’ remuneration policy to the advisory vote of the
General Meeting as a separate item on the agenda, etc.).

— All listed companies claim to be compliant with Code recommendations 7
(board to perform its duties with unity of purpose and independent judgement)
and 53 (the chair of the Audit Committee and auditors to give a clear account to
shareholders of the scope and content of any reservations or qualifications to
the audited annual accounts). 

— On average, 9.8% of Unified Code recommendations are partially complied
with, the most common being recommendation 26 (directors’ dedication),
which is part followed by 48.2% of companies, and recommendation 44
(make-up and operation of supervisory and control committees), part followed
by 42.7%.

Both of these recommendations take in various good governance practices
demanding different levels of effort, which may explain why partial compliance
stands so high. 
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Figure 42 shows companies’ total average compliance with Unified Code recom-
mendations in the categories stated over 2007 and 2008:

— Listed companies have worked to improve their corporate governance structure
and practices. Overall compliance with Code recommendations rose from
75.1% to 77.1%, accompanied by a decrease in the percentage of recommenda-
tions followed only partially (-0.4) or not at all (-1.6).

— Excepting recommendations on directors’ remuneration, this improvement in
compliance was common to all Unified Code categories. The largest advance
referred to recommendations on company bylaws and general meetings; also
the category attracting the best overall compliance scores. 

— Recommendation 28 of the Unified Code – listed companies should publicly
disclose the key personal and professional particulars of board members –
recorded the biggest jump in compliance, being followed by 59.8% of compa-
nies in 2008 against 50.6% in 2007.

— The recommendations least followed had to do with directors’ remuneration,
coinciding with the sole Unified Code category registering a fall-off in compli-
ance. In 2008, only 35 companies, 21.3% of the total, complied in full with
 recommendation 40 – that the board submit a statement on directors’ remu-
neration policy to the General Shareholders’ Meeting – compared to the 48 com-
pliant in 2007.

— The lower share of board places falling to proprietary directors failed to trans-
late as improved compliance with recommendation 13, saying that the number
of independent directors should equate to at least one third of the total. 54.3% of
listed companies failed to make the cut in 2008 compared to 52.9% in 2007. 

— 53.7% of companies reported higher compliance with the Unified Code than
one year before.
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Degree of compliance with Unified Code recommendations FIGURE 42

Source: Company ACGRs and CNMV.
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Compliance with Unified Code recommendations by category

The following figures show the percentage of companies complying fully with each
Unified Code recommendation:

(a) Recommendations on bylaws and general meetings (1 to 6):

Figure 43 shows the percentage of companies fully compliant with recommenda-
tions on bylaws and the General Shareholders’ Meeting:

— Recommendation 1 – remove limits on the votes that can be cast by a single
shareholder and anti-takeover clauses – is not followed by 17 companies, 9.8%
of the total.

Most non compliant firms explain that anti-takeover measures met with strong
backing from their general meetings, and argue that the goal of such restrictions
is to prevent speculative movements.

— Recommendation 2 – when a dominant and a subsidiary company are stock
market listed, they should detail the activity they engage in and mechanisms in
place to resolve conflicts of interest – is the least applied of the fifty-eight mak-
ing up the Code.

Some of the 6 companies reporting non compliance claim there can be no con-
flicts of interest between parent and subsidiary companies, since they have
 differing corporate purposes or operate in different areas.

— Compliance with the recommendation on powers subject to General Meeting
approval climbed from 68.8% in 2007 to 73.8% in 2008.

Companies not complying argue that shareholders are sufficiently well repre-
sented on the Board of Directors to ensure their maximum involvement in
 decision-making processes.
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Source: Company ACGRs and CNMV.

100%

80%

60%

40%

2007 2008

90.0

65.7

83.5 85.9
90.2

73.8

93.9
90.9

68.8

89.487.8

70.4

Anti-takeover
clauses

Listed
companies

in same group

General
Meeting
powers

Pre-circulation of
General Meeting

proposals

Separate
voting

Split votes

CNMV 2008 (INGLES).qxd:ok  23/04/10  15:03  Página 97



— Recommendations on General Meeting voting procedures – recommendation 4:
pre-circulation of proposals to the General Meeting; recommendation 5: sepa-
rate voting; and recommendation 6: split votes – are complied with by over 85%
of companies, more than four points more than in 2007.

(b) Recommendations on the Board of Directors (7 to 26):

Figure 44 shows the percentage of companies fully compliant with Unified Code
recommendations 7 to 13:

— 28.7% of listed companies report partial compliance with recommendation 8 –
that the Board of Directors in full should reserve the right to approve the
 company’s general policies and strategies and to authorise related-party
transactions.

A number of companies report assigning such powers to the Executive Com-
mittee for reasons of effectiveness or expedience; while others state that
the appointment and removal of senior officers is the preserve of their chief
 executive.

— Of the 27 companies not compliant with the Code recommendation on the size
of the board, 18 had more than 15 directors and 9 had fewer than 5.

Most companies with an oversized Board of Directors allege that this is to make
room for a representative section of the shareholder body.

Conversely, those with under five members claim the company is small enough
not to require more directors to ensure a properly functioning and participative
board.
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Source: Company ACGRs and CNMV.
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— Recommendation 10 – that external directors, proprietary and independent,
should occupy an ample majority of board places, while the number of execu-
tive directors should be the minimum practical – is not followed by 12 compa-
nies, two fewer then in 2007. Four of these companies, moreover, report the
existence of a controlling stake.

— 74.6% of companies with some director classed as other external provide rea-
sons for not assigning the person(s) in question to the proprietary or inde-
pendent category, and disclose their links with the company. The most frequent
are having held an executive position with the company or another in its group,
or having been the nominee of a significant shareholder.

— Compliance with recommendations concerning independent directors’ repre-
sentation on governing bodies stands below the average for the Code as a whole.

Recommendation 12 – proportion between proprietary and independent direc-
tors – does best in this group with a compliance score of 72.6%.

Figure 45 shows the percentage of companies fully compliant with Unified Code
recommendations 14 to 20:

— The 33.6% of firms reporting the zero or near zero presence of female directors
admitted that they had taken no steps to remedy this situation. Most explain
that their selection procedures are based on candidates’ abilities and experience,
and they do not make a conscious effort to find women with the target profile.

Although compliance is low it nonetheless marks some improvement on the
previous year. 42.5% of the companies subject to this recommendation com-
plied with it fully, against just 35.6% in 2007.

— 11% of listed companies – 13% in 2007 – do not undertake regular evaluations
of either their boards, managing directors or chief executive officers.
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Compliance with Unified Code recommendations 14 to 20 FIGURE 45

Source: Company ACGRs and CNMV.
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— 45.7% of companies where the Chairman is also chief executive have conferred
special powers on an independent director. This is still low but improves on the
42.4% of 2007.

— 4.9% of companies make no provision in their internal rules for each director
to propose that the board considers business not originally on the agenda.

— 7.3% of companies comply only in part with recommendation 20 – director
absences to be kept to the bare minimum and quantified in ACGRs, etc.– due to
a lack of precise instructions about delegating votes to other board members.
Almost all the firms analysed quantified director non attendance in their
ACGRs. 

Figure 46 shows the percentage of companies fully compliant with Unified Code
recommendations 21 to 26:

— The boards of 103 companies – 97 in 2007 – conduct an annual review of the
quality and efficiency of their operation, and the performance of their Chair-
man and chief executive and board committees.

Companies not following this recommendation feel the need is obviated by the
qualifications, specialisation and expertise of their board members or else claim
to be in the process of implementing a review system.

— 73.8% of listed companies organise induction courses for new directors and
have procedures in place so board members can obtain outside advice at the
company’s expense.

(c) Recommendations on directors (27 to 34):

Figure 47 shows the percentage of companies fully compliant with Unified Code
recommendations 27 to 34:
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Compliance with Unified Code recommendations 21 to 26 FIGURE 46

Source: Company ACGRs and CNMV.
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— 12.8% of companies fail even to partially comply with recommendation 27 –
assign a key role to the Nomination Committee, with special regard to the
appointment of independent directors –.

Companies with a Nomination Committee argue that this would mean giving
independent directors a differential treatment versus other board members.

— Recommendations concerning director removal and resignation are followed,
on average, by 83.6% of companies (82.4% in 2007) with a further 6.6% (5.4%)
partly compliant.

The recommendation most widely followed – 91.5% of the total – is that
 directors should express their opposition when they feel a proposal submitted
for the board’s approval might damage the corporate interest, etc.

The least followed – with 21.3% not even partially compliant – is that the board
should not propose the removal of independents before the expiry of their
tenure, except where just cause is found.

Companies not complying with this recommendation believe its adoption
would entail treating independent directors differently from the rest.

(d) Recommendations on remuneration (35 to 41):

Figure 48 shows the percentage of companies complying in full with each
 recommendation:

— 4.9% of companies follow all Unified Code recommendations on the subject of
remuneration. Stripping out recommendation 40 – that the board should
 submit a statement on directors’ remuneration policy to the advisory vote of
the General Meeting as a separate item on the agenda – this proportion rises
to 10.4%. 
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Source: Company ACGRs and CNMV.
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At the other extreme, one company failed to follow even one recommendation
on remuneration.

— 16.9% of listed companies have improved their corporate governance practices
versus 2007 with regard to board and senior officer remuneration. A further
57.5% repeat the same score while the rest follow fewer recommendations than
one year before. 

— A total of 57 companies fail to comply in full with recommendation 35 con-
cerning the approval and disclosure of remuneration policy, either because they
have no such policy in place or because it does not cover all the aspects stated
in the Code, particularly variable remuneration and pension systems.

Some of these companies have expressed the intention to become compliant
in 2009.

— In 9 companies, remuneration linked to corporate earnings took no account of
the qualifications stated in the external auditor’s report. 

— The highest compliance score in this category – 97.8% – corresponds to the
 recommendation that remuneration policies should include technical safeguards
to ensure they reflect the professional performance of the beneficiaries.

— The reasons companies most frequently offer for failing to comply with recom-
mendation 40 are:

• That the concept of the advisory is not well enough developed in Spanish
 legislation.

• They see a specific remuneration policy statement as surplus to requirements,
since shareholders and investors must legally be provided with ACGRs and
financial statements on the occasion of the General Meeting, and these docu-
ments already give account of the company’s board remuneration system.

• Some companies state that a very high percentage of capital is represented
on their boards, so there is no need to submit their policy to the vote of the
 General Meeting.
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Source: Company ACGRs and CNMV.
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— Only 50 companies – 30.5% of the total – itemise individual directors’ remu-
neration in their notes to their annual accounts with the degree of detail urged
by the Unified Code. Despite this being one of the least followed recommenda-
tions, there has been no improvement to speak of since 2007.

The explanations most commonly wielded for failure to comply are:

• The details they are legally obliged to disclose are sufficient for the purpose.

• They provide all the other information specified in the recommendation,
except directors’ individual remuneration in respect of their senior manage-
ment posts.

• The complexity of the company’s organisational structure and its economic
and commercial importance justify the non disclosure of individual directors’
pay, as publicity could be harmful to the corporate interest.

• Only aggregate data are disclosed in order to protect directors’ privacy.

(e) Recommendations on board committees (42 to 58):

Figure 49 shows the percentage of companies fully compliant with Unified Code
recommendations 42 to 47:

— 44.3% of companies with an Executive Committee do not follow recommenda-
tion 42 regarding its composition by director category, an 8.4 point decrease
 versus 2007.

Companies not following the recommendation say they have preferred execu-
tive to independent directors for reasons of knowledge and dedication.

— 20% of companies that have set up an Executive Committee do not send copies
of its minutes to all board members. They say this is unnecessary, because any
particularly important business transacted by the Executive Committee is
reported to the board for its information. 103
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— Although only 45.7% of companies have an Audit Committee and Nomination
Committee made up entirely of external directors and chaired by an independent,
this is still a clear improvement on 2007 (38.2%).

Figure 50 shows the percentage of companies fully compliant with Unified Code
recommendations 48 to 53:

— 84.7% of companies are fully compliant with the recommendations of the Uni-
fied Code regarding audit committees and risk control and management policy.
A further 9.6% are partially compliant while the other 5.7% do not meet any of
the relevant recommendations.

— Companies failing to comply with recommendation 48 explain that they have
no internal audit function or that the control functions in question are entrusted
to a body other than the Audit Committee. 

Figure 51 shows the percentage of companies fully compliant with Unified Code
recommendations 54 to 58:
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— 54.5% of nomination committees do not have an independent majority, with
companies stating member expertise and the structure of their ownership as
overriding considerations.

Compliance with Unified Code recommendations by sector

Figure 52 shows the degree of compliance with Unified Code recommendations
with companies grouped by business sector:

— Retail and services has taken over from financial entities (banks, insurance
undertakings and portfolio companies) as the sector complying most with the
Unified Code.

Bringing up the rear are companies in the energy and water sector, which fails
to comply even partially with 15.7% of its recommendations. 

— In all sectors, the recommendations least followed are those to do with the
approval and disclosure of directors’ remuneration.

— In four of the five sectors in which companies are grouped, recommendation 40
– that the board submit a remuneration policy statement to the General Meeting –
is the one finding fewest adherents.

In construction and real estate the least followed recommendation is number 42
– the director mix on the Executive Committee should mirror that of the Board,
and its Secretary should be the same person.

— Construction and real estate and Retail and Services reported higher compli-
ance than in 2007 across all Unified Code categories. 

Conversely, the financial sector did worse in all recommendations except those
regarding board committees. Stripping out delisted members of this sector,
companies’ overall compliance improves slightly, from 79.2% in 2007 to 79.9%
in 2008.
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Compliance with recommendations by market capitalisation

Figure 53 shows the degree of compliance with Unified Code recommendations
with companies grouped by market capitalisation:

— As we can see, compliance with Code recommendations is closely tied in with
the market capitalisation of listed companies. On average, IBEX members report
a percentage of non compliance which is less than half that reported by other
firms.

— A third of companies with market capitalisation below 1,000 million euros
report not even partial compliance with more than nine Code recommendations.

Application of “comply or explain”

The comply or explain principle made its first appearance in EU law in Directive
2006/46/EC,6 although the concept had previously been developed in Spain as part
of the 2003 Transparency Law. Article 116 of the Securities Market Law requires 
listed firms to “explain any failure to comply with corporate governance recom-
mendations” in the pages of their Annual Corporate Governance Reports, so share-
holders, investors and the markets in general can reach an informed judgement.

According to the European Commission, good governance codes operating under
this principle have met with widespread acceptance, on the grounds that this is an
efficient way to regulate companies’ corporate governance practices while allowing
them a degree of freedom to adapt their organisational structure to the circum-
stances of the moment. 
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and 91/674/EEC on the annual accounts and consolidated accounts of insurance undertakings.
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But a report recently published by the Commission on their on-the-ground applica-
tion7 finds that the system still needs tightening up. 

The CNMV has conducted its own analysis of the explanations of Spanish compa-
nies along the lines of this European Commission study, with its scope and main
conclusions as described below.

The study sample comprised 382 explanations from 126 companies on their failure
to comply with Unified Code recommendation 12 (proportion between proprietary
and independent directors); recommendation 13 (proportion of independent direc-
tors); recommendation 14 (on the nature of directors) and recommendations 35 to
41 regarding matters of remuneration.

A total of 83 explanations (21.7% of the sample) reflect a misunderstanding of
the recommendation itself. In some cases, the company was in fact following the
 recommendation and in others it was not relevant to the company’s case so required
no explanation.8

The contents of the other 299 explanations (78.2% of the sample) have been classi-
fied using the same categories as the above mentioned Commission study on cor-
porate governance enforcement in Europe: 

— Repetitive: Explanations that state only the fact of non compliance or indicate
some departure from the recommendation without further explanation.

— General: Explanations where the company indicates a general disagreement
with the recommendation without identifying a company specific solution. 

— Limited: When companies do not explain the reasons for their non compliance
but include additional information on what they consider an alternative
 procedure.

— Transitional: When the company undertakes to apply the recommendation
from which they currently deviate at a later stage. 

— Specific: When the company describes its specific situation and explains why
these circumstances bar it from complying fully with the recommendation. At
times, these explanations may refer to alternative measures taken by the com-
pany to achieve a similar outcome to that sought by the recommendation.
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7. RiskMetrics Group (under contract from the European Commission): Study on monitoring and enforce-
ment practices in corporate governance in the Member States, September 2009. Available at:
http://ec.europa.eu/internal_market/company/ecgforum/studies_en.htm

8. For example, recommendation 36 specifies that remuneration comprising the delivery of shares, share
options or other share-based instruments or payments linked to the company’s performance should be
confined to executive directors. Due to errors of interpretation, 79.2% of the companies explaining their
non compliance in ACGRs should have marked this recommendation as not applicable or else complied
with, since their directorships were not remunerated at all or were remunerated by other means.
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Figure 54 sets out the percentage of the explanations offered by companies in the
Spanish sample falling within each of the above five categories, alongside the
results for Europe published in the Commission report:
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Classification of explanations FIGURE 54

Source: Company ACGRs and CNMV.
Source: Riskmetrics study on monitoring and enforcement practices in corporate governance in the Member
States.
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Corporate governance internationally

OECD: lessons from the financial crisis

In June 2009, the OECD published a report9 looking at how corporate governance
weaknesses in the following areas had contributed to the financial crisis: (i) remu-
neration policies and incentive systems; (ii) effective implementation of risk
 management, (iii) board practices and (iv) the exercise of shareholders’ rights. 

It concludes that the OECD Principles on corporate governance, last revised in 2004,
provide a good basis to adequately address the key concerns raised by the crisis.
According to the OECD, the goal now is to achieve effective implementation of
already agreed standards. 

To this end, it will establish a mechanism for peer reviews checking compliance
with the Principles, which can support the Financial Stability Board’s initiatives to
promote its key standards for financial stability.

(i) Remuneration policies and incentive systems

The OECD considers that having pay structures properly defined is a major
 success factor for corporate governance, while acknowledging that compa-
nies need the flexibility to adapt such systems to their own circumstances.
However boards, it contends, have been incapable of exercising objective,
independent judgement where remuneration policies are concerned. This
has left managers and others with too much influence in the design of remu-
neration systems, and particularly the levels and conditions of performance-
based pay. 

The OECD also accuses many remuneration schemes of being overly compli-
cated or obscure in ways that camouflage their conditions and consequences.
They also tend to be inconsistent, it has found, because they fail to penalise
excessive risk taking. 

The report concludes that companies should be able to explain the main
 characteristics of their performance-related remuneration programmes in
 concise and non technical terms, and calls for shareholders to be better
informed and have a more active say in their design and implementation.
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9. Corporate Governance and Financial Crisis: Key Findings and Main Messages (OECD), June 2009.
www.oecd.org/daf/corporateaffairs; www.oecd.org/daf/crisisresponse
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(ii) Effective implementation of risk management

In the OECD’s view, one of the greatest shocks from the financial crisis has
been the widespread failure of companies’ risk management systems. Although
financial companies are most intensely affected, all companies face a similar
range of risks that need to be managed, including operational, strategic and
market risk.

In all its recommendations on risk control and management procedures, the
report lays maximum emphasis on disclosure. With few exceptions, risk
 management is not covered, or else insufficiently covered, by existing corpo-
rate governance codes or in companies’ published statements. The OECD
 recommends that, without revealing trade secrets, firms should communicate
to the market material risk factors in a transparent and understandable
 fashion.

(iii) Board practices

The OECD believes companies should have the flexibility to define their own
board practices, while striving to improve them through the adoption of
 voluntary codes.

Director independence is often a necessary but never a sufficient condition,
and should not be at odds with director competence. It is vital that board
 members should also be technically and professionally equipped for the job. It
should also be considered good practice to separate the functions of chief
 executive officer and chairman of the board, especially in companies running
a unitary structure where there is no supervisory board. When a dual board
structure exists, it is important that the chair not be held by the same person. 

The OECD, finally, insists that when companies depart from these good
 practices, in special situations, a full explanation should be offered to the
 market.

(iv) The exercise of shareholder rights

The OECD report is highly critical about shareholders’ inability to ensure their
boards act responsibly and, therefore, to defend their own interests or those of
the shareholders they represent. 

It describes their behaviour as reactive rather than proactive, adding that they
have seldom challenged boards in such a way as to make a difference. It also
urges companies to do more to support constructive engagement with their
shareholders.
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Although the equity share of institutional investors continues to increase, their
voting behaviour suggests that they can have important conflicts of interest.
Many institutional investors are still not playing an active, informed role at
general meetings and when compelled to vote, appear to do so mechanically.

Finally, the OECD calls for measures to be taken so shareholders can organise
themselves better, seek advice and delegate their votes. It bears mention here
that strengthening the proxy voting system was among the priorities outlined
by the chairman of the U.S. Securities and Exchange Commission at the annual
conference in Washington on Transatlantic Corporate Governance Dialogue.

IOSCO: Comparative study on minority shareholder safeguards

During the 2009 annual conference in Tel Aviv, IOSCO’s Technical Committee
approved the publication of a study on the protection of minority shareholders in
listed companies.10 This study, conducted on a joint basis with the OECD, was basi-
cally a fact-finding exercise on protection measures in eighteen jurisdictions11

which came up with the following checklist: 

(i) Balance between voting rights/control and financial risk for shareholders;

(ii) Degree of disclosure of relevant shareholdings; 

(iii) Organisation of general meetings, minority voting and proxy systems;

(iv) Minority shareholder remedies, director accountability and mediation in con-
flicts between company and shareholders;

(v) Role of securities supervisors and other regulators.

IOSCO concludes that a robust corporate governance framework that provides pro-
tection to minority shareholders will generally incorporate measures relating to the
transparency of corporate ownership and governance structures, the accountability
of boards and management to shareholders, and specific rights and protections
granted to minority shareholders in particular circumstances, such as mandatory
takeover bids or the prevention of market abuse.
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10. Protection of Minority Shareholders in Listed Issuers, June 2009.
11. Australia, Brazil, Germany, Hong Kong, Israel, Italy, Japan, Mexico, Netherlands, Canada, Poland, Portugal,

Spain, Switzerland, Thailand, Turkey, the United Kingdom and U.S.
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European Union

(i) Remuneration policies and schemes

The European Commission,12 the Financial Stability Board13 and the Basel
Committee14 have all issued recommendations on remuneration practices
along the same lines as the OECD.

Further, seven European Union finance ministers, meeting in September
2009,15 signed an open letter to the G-20 calling for an end to certain abuses in
financial sector pay.

The new measures proposed by the European Commission refer to:

(a) The structure of directors’ remuneration:

• Variable components of remuneration should be subject to limits and
governed by predetermined and measurable performance criteria. Also
part should be deferred for sufficient time to check whether performance
milestones have been met. Companies should be able to reclaim variable
components of remuneration awarded on the basis of performance data
which subsequently prove to have been misstated.

• Termination payments should not exceed a fixed amount or fixed num-
ber of years of annual remuneration – no more than two years of the non-
variable component – and should not be paid if the termination is due to
inadequate performance.

(b) Share-based remuneration should be confined to executive directors, be
subject to predetermined and measurable performance criteria and not vest
until at least three years after the award. Directors holding shares by virtue
of a remuneration scheme should retain a portion of the same until the end
of their mandate.

(c) The remuneration statement provided to shareholders should be clear and
easily understandable. Shareholders, in particular institutional shareholders,
should be encouraged to attend general meetings and use their votes.

(d) At least one of the members of the Remuneration Committee should have
knowledge and experience in the field of remuneration policy. Also, the
Committee should periodically review the remuneration policy and take
care to avoid conflicts of interest with any outside consultants it engages.
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12. Commission Recommendation complementing Recommendations 2004/913/EC and 2005/162/EC, as
regards the regime for the remuneration of directors of listed companies. April 2009.
http://ec.europa.eu/internal_market/company/docs/directors- remun/directorspay_290409_en.pdf

13. FSB Principles for Sound Compensation Practices - Implementation Standards, September 2009.
http://www.financialstabilityboard.org/publications/r_090925c).pdf

14. Basel Committee on Banking Supervision – Compensation Principles and Standards: Assessment Metho-
dology, October 2009.

15. “G-20 must bring banks’ bonus culture to an end”. Signed by: Anders Borg (Sweden), Wouter Bos (Nether-
lands), Jean Claude Juncker (Luxembourg), Christine Lagarde (France), Elena Salgado (Spain), Peer Stein-
brück (Germany) and Giulio Tremonti (Italy).
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Member States had until 31 December 2009 to take the necessary measures to
promote the application of this Recommendation. 

(ii) Architecture of the supervisory system

A new study on the architecture of corporate governance enforcement in the
European Union, published in November 2009,16 looks in detail at the regula-
tory framework in 27 Member States, focusing on the distribution of corporate
governance principles between law and codes. In this respect, it differentiates
between the provisions and recommendations applicable to board members
and those governing their relationship with shareholders. 

A part of the study is given over to an analysis of the supervisory systems
developed in each Member State from the standpoint of the competent author-
ities, regulators, institutional investors and audit firms. 

Finally, it reviews the informative quality of the corporate governance reports
of 270 European companies in 18 countries, focusing on their treatment of the
comply or explain principle based on a sample of 1,141 explanations for devi-
ations from the applicable code. 

It concludes that the comply or explain principle adopted EU-wide in 2006
enjoys ample support among companies and institutional investors, but is in
need of reinforcement. In particular, it found that such “soft” regulation has a
number of practical limitations; among them, the poor informative quality of
companies’ explanations for deviations from the reference code, and share-
holders’ inability to exercise sufficient vigilance over the corporate governance
practices of the firms they invest in.

The conclusions of the study were debated at the European Corporate Gover-
nance Conference held under the Swedish presidency of the European Union.17

(iii) Disclosure of ownership structure 

The Committee of European Securities Regulators (CESR) has been reviewing
disclosure requirements for significant holdings in listed companies in the
light of the supervisory experience since the entry to force of the Transparen-
cy Directive.18

In particular, it advocates extending the scope of reporting requirements in the
case of financial instruments whose underlying assets are the shares of a listed
company, including instruments settled by differences.
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16. RiskMetrics Group (under contract from the European Commission): Study on monitoring and enforce-
ment practices in corporate governance in the Member States, September 2009. Available at:
http://ec.europa.eu/internal_market/company/ecgforum/studies_en.htm

17. Programme and documentation available on: www.iab.se/stockholmconference
18. Directive 2004/109/EC of the European Parliament and of the Council of 15 December 2004, on the har-

monisation of transparency requirements in relation to information about issuers whose securities are
admitted to trading on a regulated market.
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The Committee plans to publish its conclusions in a paper to be sent out for
public consultation. The idea is to agree a list of possible amendments for input
to the Transparency Directive review process19 and refer the CESR’s proposals to
the European Commission. 

(iv) Review of codes

Various European Union members have been reviewing their own governance
codes in the last two years. In Germany, the revised code published in June
2009 aims to give more weight to shareholders’ interests, to improve the dual
structure of company boards and the transparency of corporate governance
practices, and to address constraints on the independence of boards of direc-
tors and external auditors. 

The effectiveness of the UK code is being subject to a thoroughgoing review
which will finalise in 2010. The recommendations of the Walker Review have
been included in the call for evidence issued by the Financial Reporting Coun-
cil (FRC)20 on: the scope of chairman and non executive director liability, board
composition, the frequency of board member re-election, access to information
of non executive directors, evaluation of board performance, the governance of
risk and remuneration policies.

Austria, Belgium, Denmark, France, Germany, Hungary, Netherlands, Iceland,
Italy, Luxembourg, Romania and Slovakia have all brought out new codes. In
April 2009, Denmark, Finland, Iceland, Norway and Sweden approved a unified
corporate governance code for the Scandinavian countries. 
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19. Article 33 of the Transparency Directive stipulates that the Commission should present a review of its
functioning to the European Parliament and Council.

20. FRC – Review of the Effectiveness of the Combined Code, July 2009.
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Introduction 

The Third Additional Provision of Transparency Law 26/2003 extends the require-
ment to publish an Annual Corporate Governance Report to the issuers of securities
other than shares that are admitted to trading on regulated markets.

CNMV Circular 1/2004 regulates the standard reporting format applicable to this
kind of issuer, with less detail than required from listed public companies especially
as regards the structure of their ownership.

The 23 companies analysed were the same as in 2007, excepting one new entrant.
The financial sector again accounted for a majority of reporting entities – 9 banks,
4 credit cooperatives, 1 leasing specialist and 1 insurance firm – with the other eight
entities comprising 4 motorway concession holders, 2 electric utilities, and 2 enter-
prises engaging in industrial or retail activities. 

These issuers do not have a sector-specific code, so their corporate governance prac-
tices were again analysed by reference to the recommendations of the Unified Code.

As a supplement to the information provided in this chapter, Annex III sets out a
series of indicators on the corporate governance practices of each issuing entity.
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Ownership structure and governing bodies

Securities issued and ownership structure

Figure 55 below indicates the outstanding non-share securities issued by the 23 enti-
ties in this group:

— Their main sources of finance are short-term fixed-income instruments in the
form of commercial paper (34.3%).

— The next most important source is bonds (25.7%).

— Two cooperatives are financed entirely out of subordinated loans from their
members.

— Three of the four motorway concession-holders state their sole source of funds
as uncovered bond issues.

The ownership structure of companies underwent few variations in 2008:

— In 11 companies (64.7% of the total), significant holdings accounted for 100% of
capital. In the remaining 6 cases, this percentage ranged from 45.1% to 99.7%. 
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Type of securities issued FIGURE 55

Source: Company ACGRs and CNMV.
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— In 9 companies, a single shareholder held over 50% of capital, amounting in
three cases to 100%. 

— In the four motorway concession-holders, significant shareholdings summed
100% of capital.

— One credit cooperative reported a single member controlling 17.8% of its equity.

Size of the board

The number of directors making up companies’ governing bodies rose to 250 from
240 in 2007. This 4.2% increase is explained by the entry of one new company to
the sample.

Figure 56 below tracks the evolution of board size, with a split between financial
entities and others:

— Boards had an average of 10.9 members, the same figure as in 2007. The statis-
tical mode was 12 members, repeating at 5 companies.

Table 33 shows the size progression of boards or equivalent bodies with a break-
down by type of entity:
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Average size of board or equivalent governing body FIGURE 56

Source: Company ACGRs and CNMV.
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Board size by type of entity TABLE 33

Between 5 and 10 members Between 11 and 15 members Over 15 members

2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

Financial entities 5 5 5 6 6 6 6 6 2 2 3 3

Non financial entities 5 6 5 5 4 1 3 3 0 0 0 0

TOTAL 10 11 10 11 10 7 9 9 2 2 3 3

% 45.5% 55.0% 45.5% 47.8% 45.5% 35.0% 40.9% 39.1% 9.1% 10.0% 13,5% 13.0%

Source: Company ACGRs and CNMV.
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— For the last 4 years, the boards of non financial entities have kept within the size
range recommended by the Unified Code (5 to 15 members).

— The boards of 3 financial entities exceeded the recommended limit of 15 members. 

— All companies reported boards of directors with at least five members.

Types of director

Overall, board membership underwent few changes in 2008, with the director mix
again mainly determined by the entity’s corporate form. 

Specifically, proprietary directors were in the majority at public limited companies
while other external directors predominated on the boards of cooperative concerns.

— External directors – proprietary, independent and others – hold an ample majority
of places on the board or equivalent in almost all the companies analysed. 

— The exceptions are one bank, where executives occupy half of board places, and
one cooperative, where they account for 40%.

— The number of executive directors fell overall to 12.8% (14% in 2007). Eight
companies (34.7% of the total) have no executives on their boards while a fur-
ther 7 (30.4% of the total) have only one.

— Proprietary directors are a majority of the board at 13 public limited companies.
The boards of two companies are made up exclusively of proprietary directors
while cooperatives have none.
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Distribution of director categories according to corporate form FIGURE 57

Source: Company ACGRs and CNMV.
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— The share of directors classed as independent fell once more, from 5.3% to
5.2%, prolonging the downtrend of earlier years.

— The proportion of independents to total board members only meets the 1/3
threshold at two banks. Sixteen entities – 69.5% of the total – have not one inde-
pendent on their boards. 

— Directors classed as other external make up 36.8% of boards or equivalent
 bodies (37.4% in 2007). 92.5% of cooperative directors are classed in the “other
external” category compared to just 10.6% at limited companies.

34% of board members occupy at least one directorship or senior management post
in another entity within the group. A total of 8 entities say none of their directors
hold additional posts, while at a further 4 all directors have at least one other posi-
tion within the group.

In six cooperatives plus one other entity (30.43% of the total), the Secretary of the
Board or equivalent body is also a director.

Gender diversity

Female directors occupied 9.2% of board places, the same percentage as in 2007.
One cooperative reported 66.7% female membership and another 33.3%. If we
exclude these two, the percentage of women directors falls back to 4.4%. Finally, 12
companies reported having not one woman on their boards.

Figure 58 shows the percentage of women directors in each category:

— Of the 23 women on the boards of these companies, only one was classed as
independent.

— As in previous years, companies reported no female directors in the executive
category.
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Women directors by category FIGURE 58

Source: Company ACGRs and CNMV.
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Board committees

Figure 59 provides key membership data on the audit committees of listed companies:

— Audit committees have an average of 3.7 members.

— Proprietary and independent directors have raised their share of committee
places at the expense of executive and other external directors.

— Audit committees met 4.4 times on average in 2008 (3.6 in 2007). At three enti-
ties, the Audit Committee met on 10 or more occasions against a further four
where it met once only. 

— As in 2007, none of the companies analysed had set up a Nomination and
Remuneration Committee.

— A total of 10 entities have a functioning Executive Committee, the same num-
ber as in 2007. Committees had an average of 5.2 members, with the statistical
mode at 7 members, repeating at 3 companies.
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Audit Committee by director category FIGURE 59

Source: Company ACGRs and CNMV.
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Remuneration and related-party transactions

Board remuneration

The Unified Code upholds the principle of transparency as one of the main goals
companies should aspire to in their director and senior officer remuneration. Trans-
parency should extend to all remuneration components and items, and the pay
received by all directors individually.

A total of 34 entities in the sample reported that board members neither received
nor accrued any remuneration in the year. The following table sets out key aggre-
gate data in this respect:

— The average annual remuneration of the boards in this group was 640,522
euros, 1.3% more than in 2007. The average per director – 58,928 euros – rose
1.7% in the same period.

— As in previous years, the directors of financial entities received higher compen-
sation than the directors of other companies in the sample. However, the average
per board of financial entities was lower than in 2007, while that of non finan-
cial entities increased by 5.2%.
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Board remuneration TABLE 34

Financial entities Non financial entities TOTAL

2006 2007 2008 2006 2007 2008 2006 2007 2008

Board remuneration (no. of companies)

No remuneration acc. to ACGR 1 1 2 2 2 2 3 3 4

Remuneration under € 500,000 6 8 7 3 5 4 9 13 11

Between € 500,000 and € 1 million 3 2 3 1 1 2 4 3 5

Between € 1 and 2 million 2 1 1 1 – – 3 1 1

Over € 2 million 1 2 2 – – – 1 2 2

Amount of remuneration (€ Thousand)

Average per board 1,610.5 882.1 872.6 432.2 195.3 205.4 358.7 632.3 640.5

Average per director 135.1 73.7 73.5 37.9 18.4 22.8 109.0 58.0 58.9

Source of remuneration (% total)

Company itself 41.6% 81.0% 82.6% 85.6% 89.9% 91.0% 45.7% 82.0% 83.5%

Other group companies 58.4% 19.0% 17.4% 14.4% 10.1% 9.0% 54.3% 18.0% 16.5%

Source: Company ACGRs and CNMV.
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— The remuneration received by the board of one financial entity came to 33% of
the total of the companies analysed.

Remuneration of senior officers

— A total of 8 entities declared that none of their employees held senior manage-
ment posts. The average number of senior posts at the remaining 15 entities
was 8.7 (9.2 in 2007), albeit with a wide dispersion.

— One entity reporting one employee in the senior management category made no
reference to the remuneration obtained by that person in 2008. The remaining
14 reported an average remuneration per senior officer of 188,969 euros, 7.5%
more than in 2007. 

Figure 60 shows the average remuneration received by board members and senior
officers:

Related-party transactions

— Reports in most cases claimed that related-party transactions went through
under market conditions and corresponded to normal trading flows. 

— Transactions involving significant shareholders summed 16.1 million euros in
the year (10.5 million in 2007), with one financial entity accounting for 96% of
this amount (15.4 million euros).

— In all, the volume of transactions with significant shareholders was up 53%
with respect to the previous year, a difference entirely ascribable to this one
entity. 

— A total of 13 companies – 57% of the sample – did not report any major trans-
actions with shareholders in the year 2008.

— Only two companies reported related-party transactions with directors and senior
officers, the amount being of little significance in either case.
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Average remuneration of senior officers vs. board members (thousand euros) FIGURE 60

Source: Company ACGRs and CNMV.
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Risk management

The main risk management practices the companies itemise in their ACGRs are
 discussed in the following sections:

Risks identified

Most companies give only a general account of the risks they are exposed to in the
conduct of their business, which they tend to class into four large categories: finan-
cial risks, operational risks, regulatory risks and environmental risks:

— Financial sector companies (15) cite liquidity and credit risk as those looming
largest in the year, followed by market and operational risk. 

— One of the two electric utilities singled out business risk, the risk associated to
commodity and electricity prices, regulatory risks with regard to the allocation
of CO2 emission rights and environmental legislation, along with the process
risks entailed by its operations (breakdowns, accidents, fraud, etc.). 

— Only one of the 4 companies engaging in motorway construction and operation
identified the risks carried by its activity. 

— One retailer and one manufacturer, both of them cooperatives, locate their main
risks in food safety, changing patterns of consumption, sector concentration,
transport strikes and non performing customer accounts.

Materialised risks

Companies are asked to disclose in ACGRs any risks materialising in the year, the
circumstances triggering such events and whether existing control systems reacted
effectively.

Only 4 companies (17.4% of the sample) identified risks materialising in 2008. A
further 15 stated that no risks had materialised and the remaining 4 simply com-
mented that risk events experienced were those inherent to their activity and that
risk control systems worked effectively. 

Risk management
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Figure 61 groups companies according to the account given in their ACGRs of risks
materialising in 2008:

Few entities reported any risk materialising in 2008 which gave rise to major inci-
dents outside the scope of their risk control and management systems. 

Most of the entities obliged by law to file annual accounts with the CNMV reported
profits in 2008.

Among the main risks stated as materialising were:

— Increase in non performing loans;

— Credit risk;

— Decline in value of assets;

— Transport strike;

— Risk related to food safety;

— Euro depreciation against the dollar;

— IT risks arising from system failures;

— Liquidity risk due to impaired access to funding sources.

Control bodies

As in 2007, most entities name the Audit Committee as the body in charge of
 establishing and supervising internal control systems.

One financial entity made no reference to control bodies, while one electric utility
claimed sufficient expertise for risk management in the ranks of its management
team.
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Companies reporting status vis à vis materialised risks FIGURE 61

Source: Company ACGRs and CNMV.
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Comply or explain and information quality

Most fixed-income issuers refer to the Olivencia Code or Aldama Report when stat-
ing their degree of compliance with corporate governance recommendations.  However
they also say plans are underway to implement many of the recommendations of
the Unified Code. Cooperatives, meantime, benchmark their reports to the Law
of Credit Cooperatives. 

Figure 62 sets out their degree of compliance with Unified Code recommendations
on boards and board committees:

— 87% of issuers report board size within the range recommended by Unified
Code. Only three companies, all of them financial entities, exceed the 15 mem-
ber limit urged by the Code. 

— The Code recommendation that executive directors should number no more
than the practical minimum is followed by all issuers except one financial enti-
ty and one cooperative, while compliance with the recommended proportion
between proprietary and independent directors stands at 82.6%.

— Only two companies (8.7%) meet the 1/3 membership threshold for independents,
making this one of the least followed recommendations, as it was in 2007. Fur-
ther, 16 companies have not one independent among the members of their
boards.

Comply or explain 
and information quality

Degree of compliance with Unified Code recommendations FIGURE 62

Source: Company ACGRs and CNMV.
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— Only 6 companies – 26.1% of the total – itemise individual directors’ remuneration
in the notes to their annual accounts, while another is partly compliant with this
recommendation.

— 50% of companies with an Executive Committee do not follow the recommen-
dation on its composition, in that the presence of executive directors is greater
than on the board.

— A total of 12 companies – 52.2% – are part compliant with the recommendation
on Audit Committee membership. The shortcoming in all cases is that the chair-
man is not an independent; a recommendation followed by only one company
in the sample.
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Introduction

The savings banks, as issuers of listed securities, are obliged to publish an annual
corporate governance report providing complete and reasoned information on their
governance structures and practices. This report should be filed with the CNMV,
which will publish it as a significant event forwarding copies to the Banco de
España and the relevant autonomous communities (regions).

According to Order ECO/354/2004 of 17 February, this ACGR must present standard
information without relevant omissions or information tending to mislead. To this
end, it should be written in a plain, concise style that aids its readers in arriving at
a correct interpretation of the facts, and after running all necessary checks to ensure
the veracity and completeness of disclosures.

The Order also stipulates the minimum contents to be included in the Annual
 Corporate Governance Report of savings banks, namely: structure and operation of
 governing bodies; loan, surety and guarantee transactions; loans and credits to
 public institutions; related-party and intragroup transactions; the structure of the
group’s business; risk management systems; summary of the annual report pre-
pared by the Investment Committee; the remuneration of governing bodies; and
degree of compliance with good governance recommendations.21

CNMV Circular 2/2005 regulating the content and structure of savings bank  Annual
Corporate Governance Reports, envisages additional reporting requirements for
savings banks issuing the equity instruments known as participation units.

The following sections present the main features of the corporate governance
 structures of the 43 savings banks obliged to file ACGRs, the same entities as the
previous year.
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21. Order ECO/354/2004 also states in its first article i), that the CNMV will prepare a document on the cor-
porate governance of savings banks with securities admitted to trading on regulated markets, to serve as
a model for drawing up their own good governance rules and a yardstick for compliance.
At the time of writing of this report, the above document has yet to be prepared. Savings banks should
therefore complete section J) of the ACGR describing the good governance practices they must legally
abide by and any others the institution has written into its internal rules.
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2008 was the first year that a savings bank issued participation units. Specifically,
Caja de Ahorros del Mediterráneo launched a 50 million unit issue for a nominal
amount of 292 million euros.

In a number of the following sections, savings banks are grouped according to their
asset size. Due to year-on-year changes in this variable, 7 entities now figure in a
 different category from in 2007:

(i) One savings bank has been reclassified to the group with total assets of over
20,000 million euros.

(ii) Another two join the group with assets between 11,000 and 20,000 million
euros.

(iii) One savings bank has moved up from the 5,000 to 7,000 million to the 7,000
to 11,000 million group.

(iv) Three savings banks have been reclassified to the group of under 5,000 million
euros.

The 43 savings banks filed their 2008 ACGRs within deadline without any incidents
of note in the use of the CIFRADOC/CNMV system for their transmission. Nor has
the CNMV received any communication from control committees stating an
unfavourable opinion on some part of the ACGR or proposing the suspension of
ACGR approval.

Except in one entity, where one director voted against, ACGRs were approved
 unanimously by savings bank boards.

The tables and figures in this chapter are supplemented by two annexes. Annex IV
comprises statistical tables covering the main sections of savings bank ACGRs, and
Annex V presents indicators representing the corporate governance system of the
43 savings banks included in this report.
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Governing bodies

General Assembly

The General Assembly is savings banks’ supreme governing and decision-making
body. Stakeholder representation is exercised by four groups: municipal councils,
depositors, founders and savings bank employees.

— Savings bank assemblies comprised a total of 5,889 general directors in 2008,
nine fewer than the previous year.

— General assemblies were made up on average of 137 general directors, the same
number as in 2007, with a minimum of 30 and a maximum of 320 members.
The statistical mode was again 100 members, repeated in 20.9% of cases.

— A total of 7 savings banks – 16.3% of the total – brought more general directors
within their general assemblies, while a further 8 entities reduced their size. The
biggest changes were at entities restructuring their assemblies in the wake of
merger operations in 2007.

— Savings banks with total assets above 11,000 million euros have 153 general
directors on average against the 112 reported by remaining entities. 

— 72.1% of savings banks have between 100 and 160 general directors. Three enti-
ties report a number of general directors more than doubling the sample
 average, while a further three report fewer than half.

As figure 63 shows, the average distribution of the groups represented on savings
bank general assemblies has remained largely unchanged:

— In 39 savings banks – 90.7% of the total – depositors were the group holding
the most General Assembly seats. In 3 savings banks – 7.0% of the total – the
founding entity held most places, while forces at the remaining entity were
evenly distributed.

— In 36 savings banks – 83.7% of the total – the representatives of municipal
councils and depositors together controlled a majority of votes on governing
bodies.
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Savings banks are under no legal obligation to approve specific regulations to
 govern the functioning of their general assemblies. However 16.3% of them have in
fact done so.

Nineteen savings banks – 46.5% of the total – reported assembly attendance of over
90%. Only in two cases did average attendance drop below 75%.

Figure 64 groups savings banks by the number of general assemblies held in the
2005-2008 period:

General assemblies met on 92 occasions in 2008, 2.2% more than in 2007. General
director participation held up strongly, rising from 87.6% in 2007 to 88.1% in 2008.

Board of Directors

The Board of Directors is entrusted with overseeing the direction, financial
 management and social action program of the savings banks.
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General Assembly distribution by group FIGURE 63

Source: Company ACGRs and CNMV.
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The aggregate membership of savings bank boards came to 759, the same total as
in 2007, giving an average of 17.7 members. Savings banks with assets exceeding
11,000 million euros reported 19.1 directors on average compared to the 15.4 of
smaller entities.

Law 31/1985 (LORCA)22 sets the discretionary rule that the number of board
 members should be no fewer than thirteen and no more than seventeen. The boards
of 20 entities – 46.5% of the total – stand outside this recommended range: 5 have
a board with fewer than thirteen members while 15 exceed the upper limit of
 seventeen.

The appointment of savings bank board members is irrevocable. Half of their num-
ber is renewed each time respecting the share of places held by each of the repre-
sented groups. 112 board members at 26 entities were replaced in 2008, equating to
14.8% of the total (12.4% in 2007).

All savings bank boards had appointed at least one Vice Chairman from among
their members, with an average of 2.3 members being appointed to this post (2.2
in 2007).

At 6 savings banks – 14.0% of the total – the Board Chairman also wields executive
power. Four entities report in their ACGR having appointed a Vice Chairman with
executive functions. 

Twenty savings banks – 46.5% of the total – require supermajorities for certain
Board of Director resolutions, most commonly: 

— Establishment of severance packages in senior officer contracts; 

— Appointment and removal of the Chairman, Vice Chairman and General Manager;

— Creation of board committees;

— Provisional suspension of a board member;

— Provisional filling of a board vacancy;

— Proposed amendments to the bylaws or the electoral regulations for governing
bodies;

— Proposed liquidation and winding-up of the entity;

— Changes in the order of the board meeting agenda;

— Assigning the Chairman executive functions.
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22. Law 31/1985 of 2 of August regulating the governing bodies of savings banks.
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Fifteen savings banks – 34.9% of the total – have established some eligibility
requirements for appointment as Chairman over and above those applying to other
directorships. Of these fifteen, eight have assets of over 11,000 million euros. 

Generally speaking, the qualities sought are skills, technical knowledge and experience,
as well as acknowledged commercial and professional repute. In some cases, the
savings bank’s founding entity reserves the right to appoint the Chairman or else
has a casting vote for his or her appointment.

Control Committee

The Control Committee has the job of ensuring that the Board of Directors exercises
its stewardship with the maximum efficacy and precision, following the general
guidelines laid down by the General Assembly, and in conformity with financial
 legislation.

The total of Control Committee members was 355 in 2008, the same number as in
2007, giving an average membership of 8.3. Savings banks with assets of over
11,000 million reported a committee membership averaging 9.1 against the 7 of
remaining entities.

Figure 65 shows the number of Control Committee meetings held in the 2005-2008
period compared to those held by the Board of Directors:

76.7% of savings banks held at least monthly board meeting in 2008 compared to
81.4% in 2007. A total of 8 entities reported holding over two meetings per month.

Gender diversity

Figure 66 below shows the percentage of women members on savings bank
 governing bodies in the period 2005 to 2008:

138

CNMV

Annual Corporate
Governance Report
2008

Meetings per year of governing bodies FIGURE 65

Source: Company ACGRs and CNMV.
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— We can see that women have increased their presence in savings bank general
assemblies by 3.2 points since 2005 as far as 25.1% at the 2008 close.

— Although the percentage of women was again lower on boards of directors
(18.7%) than general assemblies (25.1%), they are far better represented than
on the boards of listed companies (8.1%). 

— Women are least well represented on control committees, where their presence
reduced in 2008.

— The number of savings banks where women occupy less than 10% of board
places dropped from 8 in 2007 to 5 in 2008. 

— Likewise, the number of entities with no women at all on the Control Committee
fell from 10 to 8. These same savings banks also report a below average
 percentage (23.1%) of female assembly members.

In 2008, women occupied 12.2% of the places available on savings bank board
 committees.

— Averages ranged from the 15.6% of the Remuneration Committee to between
10.6% and 11.7% on other committees; in all cases considerably less than
women’s participation in boards and control committees.

— A total of 8 savings banks had failed to appoint even one woman to their board
committees, while three had at least one female director on all their executive
committees. 

— Overall, a large number of board committees lack any female representation.
40.5% of savings banks have no women Executive Committee members, rising
to 61.9% for the Remuneration Committee, 62.5% for the Audit Committee and
69% in the case of the Investment Committee. 

— Three savings banks report a majority of women on their Remuneration
 Committee and one on its Executive Committee.
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Source: Company ACGRs and CNMV.
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Board committees

Executive Committee

Thirty-eight savings banks operate an Executive Committee formed by an average
of 8.6 members, the same figures as in 2007. 

Figure 67 shows the membership of executive committees with a breakdown by
group over the 2005-2008 period:

— At 16 savings banks the Committee’s membership matches the mix of groups
represented on the board. A further 9 acknowledge in their ACGRs that there is
some mismatch between the two bodies, while the remaining 13 claim to be
compliant though this is not actually the case.

— On average, depositors and municipal councils are underrepresented on the
Executive Committee in comparison with the Board of Directors.

Audit Committee

The Eighteenth Additional Provision of the Securities Market Law allows savings
banks to assign their Control Committee the same functions that in listed compa-
nies are undertaken by the Audit Committee. 
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Executive Committee by group FIGURE 67

Source: Company ACGRs and CNMV.
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A total of 17 savings banks, one more than in 2007, have an Audit Committee in
operation. In the remainder – 60.5% of the total – this committee’s functions are
performed by the Control Committee.

Audit committees are made up on average of 4.6 board members and exhibit an
overall breakdown by represented group of 27% municipal corporations, 25%
depositors, 16% founding entities, 8% employees and 8% other groups. 

Remuneration and investment committees

The boards of directors of savings banks are required by law to set up a Remuneration
Committee to report on the general remuneration and incentives policy applying to
board members and senior officers. This Committee must be formed by a maxi-
mum of three board members and work to rules established in the entity’s bylaws
and its own terms of reference.

Savings bank boards are also required to constitute an Investment Committee,
formed by a maximum of three directors, to report on investments and divestments
of a strategic and stable nature, made directly or through some other entity in the
group, with reference to their financial viability and alignment with the organisa-
tion’s budget and strategic plans. 

Figure 68 shows the average aggregate representation of savings bank constituen-
cies on their remuneration and investment committees:

The Investment Committee must also furnish the board with an annual summary
of strategic, long-term investments and divestments, which should be attached to
the ACGR.

Figure 69 shows the amount of savings bank acquisitions and disposals of signifi-
cant shareholdings in listed companies, along with the net balance of the same:

142

CNMV

Annual Corporate
Governance Report
2008

Remuneration and investment committees by group FIGURE 68

Source: Company ACGRs and CNMV.
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— Eight savings banks disclosed 56 acquisitions of significant shareholdings for a
combined amount of 4,695 million euros. Conversely, 14 entities disposed of
significant shareholdings for total proceeds of 5,732 million euros.

— Accordingly, the net aggregate divestment of savings banks from listed compa-
nies in 2008 comes to 1,037 million euros. 

— Acquisitions by one entity, which raised its equity share in three Spanish listed
firms and reduced it in another two, represent 88.4% of the total invested
amount.
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Governing body remuneration

Directors in their capacity as senior officers and key management personnel

Table 35 below shows the salaries paid to savings bank executive directors and key
management personnel, with a breakdown of entities by their asset size: 

— The aggregate annual salaries paid to key senior officers, including executive
directors, averaged 2,623 million euros per entity, though with a large gap
 separating those with over 20,000 million assets from the rest.

This average was 2.7% lower than the year before, but would actually have risen
2.2% if we strip out the extraordinary incentive scheme payments made by one
entity to its senior officers in the course of 2007.

— 65.1% of savings banks raised the salaries paid to their key management
 personnel in 2008. Nine of this number – 20.9% of the total – raised this remu-
neration by over 10%, while another 9 reduced it by over 10%. 

— On average, the salaries paid by savings banks with assets over 20,000 million
euros stand at 4,568 million euros, while those paid by smaller size entities
come to 1,582 million.
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Remuneration via salary TABLE 35

Savings banks
Total remuneration of executive directors and key management personnel

by asset size Up to € 1 million Between € 1 and 3 million Over € 3 million

(€ million): 2005 2006 2007 2008 2005 2006 2007 2008 2005 2006 2007 2008

Less than € 5,000 7 5 4 4 2 2 2 4 – – – –

Between € 5,000 and 7,000 1 – – 0 5 3 3 2 – – 1 –

Between € 7,000 and 11,000 4 4 1 1 5 8 6 6 – – 1 –

Between € 11,000 and 20,000 – 2 2 2 7 7 8 8 2 2 – 1

Over € 20,000 – – – – 5 5 6 6 4 5 9 9

Number of savings banks 12 11 7 7 24 25 25 26 6 7 11 10

% total savings bank 28.6% 25.6% 16.3% 16.3% 57.1% 58.1% 58.1% 60.4% 14.3% 16.3% 25.6% 23.3%

Source: Company ACGRs and CNMV.
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Attendance fees and like payments

— The average amount received by each savings banks director in respect of board
attendance fees and like payments stood at 14,746 euros, 8.8% more than
in 2007.

The board attendance fees disclosed in ACGRs ranged from 300 euros up to
72,000 euros per director.

On average, savings banks paid each director 997 euros per meeting attended,
with payments running from 24 euros up to 3,336 euros.

— The equivalent annual amount received by Control Committee members rose
by 7.1% in 2008 to 12,710 euros per head (11,870 euros in 2007).

Each member received an average 658 euros per meeting attended, with
 payments running from 43 euros up to 3,222 euros.

— Remuneration Committee members were paid an average 1,679 euros (1,457 in
2007), with the highest payments reported being 15,000 euros a head. Seven
savings banks indicated that attendance at these meetings is not remunerated. 

— Finally, Investment Committee members received an annual 2,669 euros on
average (2,349 in 2007), with the highest payment reported being 11,667 euros.
Five savings indicated that attendance at these meetings is not remunerated.

Figure 70 shows the distribution of attendance fees paid by governing body and
Board Committee:
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Source: Company ACGRs and CNMV.

Board of Directors
67.0%

Investment Committee
2.4%

Control Committee
29.3%

Remuneration Committee
1.3%

CNMV 2008 (INGLES).qxd:ok  23/04/10  15:04  Página 146



Loans, sureties and guarantees, other related-party
transactions and risk management

Loans, sureties and guarantees

The Transparency Law requires savings banks whose securities are admitted to
trading on regulated markets to disclose in their ACGRs all transactions effected,
directly or via an endowed organisation, with members of their Board of Directors
and Control Committee, or with political groups represented on local councils or
regional parliaments participating in savings bank electoral processes. The same
information must be provided regarding public institutions taking part in savings
bank electoral processes. 

Table 36 below provides aggregate figures for the loan, surety and guarantee
 transactions reported by the savings banks in their ACGRs for the 2005-2008 period:

— The total amount of loan transactions involving board members was 207.9
 million euros, 2.2% less than in 2007. 

On average, savings banks concluded 14 loan transactions with members of
their boards for an average amount per loan of 338,137 euros. Two savings
banks alone accounted for 42.1% of the aggregate total, corresponding to loans
arranged with director related companies. 

— Savings banks concluded an average of 5 loan transactions with Control Com-
mittee members in 2008 for an average amount of 186,740 euros.
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Loan, surety and guarantee transactions TABLE 36

2008 2007 2006 2005

No. of No. of No. of No. of

(Thousand euros) transactions Amount transactions Amount transactions Amount transactions Amount 

Board of Directors 615 207,954 770 212,636 803 223,389 653 217,992

Control Committee 231 43,137 224 36,277 257 29,014 235 35,812

Political groups 116 27,870 157 43,531 110 39,379 117 42,238

Public institutions 764 2,439,009 780 2,194,853 926 2,492,521 858 2,561,879

Total 1,741 2,716,877 1,931 2,487,297 2,096 2,784,303 1,863 2,857,921

Source: Company ACGRs and CNMV.
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— Again transactions were concentrated in a small number of entities, with one
savings bank accounting for 58.3% of the total. The amount of these loans was
18.9% higher than in 2007 as a result of transactions closed with firms related
to the chairman of one committee.

— Loans to political groups represented on local councils or regional parliaments
participating in savings bank electoral processes decreased by 37.4% with
respect to 2007, from 43.5 to 27.6 million euros.

— Savings banks have the obligation to report the year-end status of loans
 outstanding with political groups represented on local corporations and regional
parliaments that participate in their electoral processes. 

According to ACGRs, 10.2 million euros of the above loans had registered some
kind of repayment incident, an increase of 72.9% over the previous year.
 Overdue balances at three savings banks accounted for 80.8% of this total. 

— On average, savings banks concluded 18 loan, surety or guarantee transactions
with public institutions, most of them municipal councils, for an average
amount of 3.2 million euros. A total of 9 entities reported individual loan trans-
actions of over 100 million euros.

Other related-party transactions

— Savings bank ACGRs should also specify any transactions other than loans
effected with the members of their governing bodies or senior officers, but only
when their amounts are significant or they have a material bearing on the true
and fair view of financial statements. 

Entities did not disclose any non loan transactions with directors, Control Com-
mittee members or persons related thereto in their 2008 reports. 

— The amount of intragroup transactions rose by 6.2% in the year from 32,944
million to 34,987 million euros.

Risk management

Savings banks ACGRs should describe their risk management systems and the risks
they address, explaining why such systems are appropriate for their organisation
with reference to its capital structure.

Entities stated in their ACGRs that risk management has been a key control func-
tion in the more troubled setting of 2008, and claim that no effort is spared to
ensure the risks encountered in the conduct of their business are properly identified,
measured, assessed and managed. 
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Savings banks locate their main exposure in their lending activity. To measure this
risk, they mostly use internal models based on probability of default, severity and
exposure at default.

Savings banks that do not issue participation units are under no obligation to reveal
the risks materialising in the year. However some entities have opted to voluntarily
disclose this information. The risk events they refer to are as follows:

• Higher non performing loans and the financial crisis have eroded loan book
quality, most severely in the case of real estate lending. At end 2008, savings
banks had an NPL ratio of 3.6%, with loan loss coverage at 60%.

• Entities also singled out real estate development as a focal point of credit risk.
Their response has been to tighten up controls over companies operating in this
sector.

As in previous years, savings banks state that responsibilities for risk control are
spread over a number of bodies. Among the most important is the Assets and
 Liabilities Committee (ALCO), especially for the management of interest-rate risk.

As figure 71 shows, a total of 18 savings banks – 41.9% of the total compared to
21.2% in 2007 – name their Board of Directors as the body in charge of defining
general risk policies and permitted exposures, and approving measures and
 guidelines for the implementation of internal control, management and monitoring
 systems:
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ANNEX I: Data of listed public companies grouped by sector and
market capitalisation
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LIST OF TABLES

A01 Share capital, change in capital in the year and market capitalisation

A02 % distribution of capital by type of shareholder

A03 % distribution of capital reported by directors

A04 % distribution of capital reported by non director significant shareholders

A05 Directors and non director significant shareholders. Distribution by number of companies
participated in

A06 Companies reporting a controlling interest

A07 Reported treasury stock. Average treasury stock and distribution by company

A08 Proceeds of treasury stock transactions. Distribution by company

A09 Shareholder agreements and concerted actions. Distribution by No. of entities, No. of
agreements and capital affected

A10 Detailed list of all  concerted actions reported

A11 Detailed list of all shareholder agreements reported

B01 Distribution of listed companies by number of board members

B02 Board members. Average distribution by type

B03 Classification of boards by type of director and percentage of women within each category

B04 Distribution of listed companies by number of executive directors

B05 Distribution of listed companies by number of proprietary directors

B06 Distribution of listed companies by number of independent directors

B07 Distribution of listed companies by number of other external directors

B08 Committee proposing the appointment of directors appointed or renewed each year.
Percentage distribution

B09 Tenure of independent directors

B10 Companies reporting changes in director categories. Number of directors changing category

B11 Distribution of listed companies by number of directors leaving in the year

B12 Number of board members in each category by directorships in one or more listed companies

B13 Percentage distribution of board members in each category by directorships in one or more
listed companies

B14 Number of companies whose board members are directors or managers in other group
companies

B15 Aggregate board remuneration. Average percentage distribution per item

B16 Aggregate board remuneration. Average percentage distribution by type of director

B17 Board remuneration. Average per director and remuneration item

B18 Companies with severance packages for senior officers

B19 Powers of the board chairman. Percentage distribution by company

B20 Director support

B21 Average years auditor has been engaged without interruption. Distribution by company

B22 Average executive committee members

B23 Executive committee members. Distribution by type of director

B24 Average nomination and remuneration committee members

B25 Members of the nomination and remuneration committee. Distribution by type of director

B26 Average audit committee members

B27 Audit committee members. Distribution by type of director
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C01 Information on the general shareholders’ meeting

C02 Related-party transactions

F01 Unified code recommendation by category and degree of compliance
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ANNEX II: Individual data of listed public companies by order of
market capitalisation
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ANNEX III: Individual data of other securities issuers except savings
banks admitted to trading on regulated markets
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ANNEX IV: Data of savings banks grouped by asset size
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