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AUDITORS' REPORT ON FINANCIAL STATEMENTS

To the Shareholders of
BBVA Factoring, Establecimicnto Financiero Crédito, 5.A.:

I. We have audited the financial statements of BBVA Factoring EF.C., S.A. (a Banco Bilbao Vizcaya
Argentaria Group company - Mote 1) comprising the balance sheet at 31 December 2006 and the
related income statement, cash flow statement, statement of changes in equity and noles 10 the
financial statements for the yeor then ended. The preparation of these financial statements is the
responsibility of the Company's directors. Our responsibility is 1o express an opinion on the financial
statements taken as a whole based on our audit work performed in accordance with gencrally
accepted auditing standards in Spain, which require examination, by means of sclective tests, of the
evidence supporting the financial statements and evaluation of their presentation, of the accounting
policies applied and of the estimates made.

2. As required by Spanish corporate and commercial law, for comparison purposes the Company’'s
directors present, in addition 0 the 2006 figures for each item m the balance sheet, income
statement, cash flow statement, statement of changes in equity and notes to the financial statements,
the figures for 2005, Our opinion refers only to the financial statements for 2006, On 3 April 2006,
we issued our auditors' report on the 2005 financial statements.

1. As indicated in Note 1, the Company’s transactions are carmicd out as part of the management of the
Banco Bilbao Viscaye Argentaria Group, giving rise to the balances and transactions with related
companies detailed in Note 28, The accompanying financial statements, which are presented in
compliance with current legislation, should be interpreted in this context.

4. In our opinion, the accompanying financial statements for 2006 present fairly, in all material
respects, the equily and financial position of the Company at 31 December 2006, and the results of
its operations, the changes in equity and its cash flows for the year then ended, and contain the
required information, sufficient for their proper interpretution and comprehension, in conformity
with the accounting principles and rules contained in Bank of Spain Circular 4/2004 applied on a
basis consistent with that of the preceding year.
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5. The accompanying dircctors’ repart for 2006 contains the explanations which the directors consider
appropriate about the Company’s situation, the evolution of its business and other matters, but is not
an integral part of the financial statcments. We have checked that the accounting information in the
directors' repart is consistent with that contained in the financial statements for 2006, Our work as
auditors was confined to checking the directors' report with the aforementioned scope, and did not
include a review of any information other than that drawn from the Company’s accounting records,

DELOITTE, S.L.
Registered in ROAC under no. 50692

Miguel Antonio Pérez

29 March 2007
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BBVA FACTORING, EF.C., 5.A.

FOR THE YEARS E
31 DECEMBER 2006 AND 2005 (NDTES 1, 2 AND 3}

{Thousands of Euros)
meomelExpenses)
008 2005 ()

INTEREST AND SIMILAK BNCOME [Mole 21) 145 9B2 108,437
INTEREST EXPENSE AND SIMILAR CHARGES (Note 22) {113,068 iva, 1603}
INCOME FROM EQUITY INSTRUMENTS (Note 23] 169 81
NET INTEREST INCOME 3,035 27,228
FEE AMD COMMISSION INCOME (Nole 24) 19,338 18,451
FEE AMD COMMESION EXPENSE (Noba 24) a1m| (AL |
GANSLOSSES OM FINANCIAL ASSETS AND LIASILITIES [NET)
EXCHANGE DIFFERENCES ’ .
GROSS INCOME 51,056 35,171
OTHER OPERATING INCOME
PERSONMNEL EXPENSES (MNale 25) {5,500 {4,704}
OTHER GENERAL ADMINISTRATIVE EXPENSES {Note 25} i3,114) [2.701)
DEPREGIATHON AND AMORTISATION (Note £) {ak) {48}
OTHER OPERATING EXPENSES i1} = ¢l
MET OFERATING INCOME 42,503 37 552
IMPASMENT LOSSES {Note 7.4) {B.310) 14,878
PROVISIONS {MET) [Note 12) {25 1
OTHER GAINS (Nate 27} 1 40
OTHER LOSSES (Mot 27) i

[T PROFIT BEFORE TAX 34,563 32,750
INCOME TAX [Nole 17} m.wn;.r i7.943)|

" FROFIT FROM DROMARY ACTIVITIES 6588 | 14,778 |
PROFIT/LOSS FROM DISCONTINUED OFERATIONS -

™ PROFIT FOR THE YEAR 8, 1478

The accompanying Notes 1 fo 28 are an integral part of

the income statemeant for the year ended 31 December 2006,

("} Presented for comparisan purposes only.
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EEVA FACTORING, E.F.C., 5.A.

STAT IN EQUITY FOR THE YEARS ENDED.
31 DECE ES 4, 2 AND

i Thousands of Euros)

2005 ()

INET INCOME RECOGNISED HIRECTLY IN EQUITY:
Ayvadablo-tor-sale financial assets
Hayvahralian grinddonsos =
Amraints transfarned o income alemon :
Dasherred mooims tax -
Reslpssifications =
{OFer firancisd liabilltios at fair vaiue through equity: =
Ravalusiion gainsfossas =
Amourts irersdarmad 10 income stalemes =
Incoima 1as
Raclasgifications -
Gash flow hodges: =
ReyvahmAlion gainskonsas ;-
Amaunts ransierred o incame sabemen =
Aunounis raralermad al e initial carmying amound of hedged ams 2
I fee
Haciassificalions
elon-cumont assels hold far sale: =
Fiavalussfion gainefoses .
Amaunts irersiermed 1o inoome slalement =
Incoime fax x
Faclassicalions =

|FROFIT FOR THE YEAR: 15,668
Putlabed prafil 16,688

14,778
14,778

TOTAL INCOME AMD EXPENSES FOR THE YEAR 15,658

14,778

MEMORANDOLIM ITEMS

EQUITY ADSUSTHMENTS ALLOCAELE 70 PRIOR PERIODS:
lEfwct af changes m accouling polizas =
T fundls "
Vauaion adustments =

ERpcis af siTos
Chwery funds -
Virluahion destmants =

The accompanying Mobes 1 b 26 e an integral parl of e siatement of changas In aquly tor 2006,

("} Presanbod for companisan purposes oily.
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Transiation of fnancial stalements originaly issued i Spanish and prepared in accodance wilh genemallly sccopled
ACCOUING Drncipdes in Spaim (see Mot 29} in tha avent of a discrapancy, the Spanish-lemguege version prevails.

BBVA Factoring,
Establecimiento Financiero de Crédito, E.F.C., S.A.

Notes to the financial statements for the year ended 31 December 2006

1. In i i= of prege ian Tinancial atatem
imformation.

1.1. Introduction -

BEVA Factoring, Establecimiento Financlero de Crédito, 5.A, (he Company”) was incorporated in Bilkao
under the name of Socedad de Financiacién de Ventas a Plazo, S.A. (SOFIVENSA) in March 1868, In
May 1987 the Company's name was changed lo B.B. Factoring. S.A In 1988, afier the Banco Bilbao
Vizcaya Group was created, the Company became BBV Factofing, 5.A. In 2000 Argentaria Factoring,
EF.C. 8A and Catalana de Factoring 5.A., EF.C. were merged into BBV Factoring, 5.A., EF.C. with
the dissolufion wilhoul liquidation of the first twe companies. The name of the post-merger company was
BBVA Factoring, EF.C.. 5.A. The wransactions performed by Argentaria Factoring, EF.C., SA and
Catalana de Facioring, 5.A., E-F.C. were desmed to be performed for the account of the Company T

accouniing purposes from 1 January 2000.

The Gompany ks regulated by the Spanish Companies Law 31854, of 14 April, which adapted Spanish
credit insfitufion begisiation to the Second Banking Coordinalion Directive and introduced other
amendments (o the financial system, by Royal Decree 6921906, of 26 Apdl. on the |egal ragame
applicable to credit finance establishments (EFCs) and by other provisions applicable fo it

As required by the aforementioned Royal Decree 88271298, on 23 Oclober 1996, the Company was
regisiered in the Bank of Spain's Special Register of EFCs

The bylaws and other public information on the Comparny can be consubted atl itz registerad office at of
Almogavares 185, 1° Bascelona. s company object, per ils bylaws, s to engage in recourse or non-
recourse facloring Iransactions and in complementary activities zuch as invesiigating and classifying ils
cheniele, recording accounis receiveble and, generally, any offer aclivity that facidates the
administration, evaluation, securly and financing of the receivebles arising from domestic and
international commercial trangactiens that may be assigned ko it.

The Company belongs to the Baneo Bilbao Vizcaya Argentaria Group (Note 14). The operating branches
perlorm all the transactions relating to business altracted through the Banco Bilbao Vizcaya Argentaria
Group's branch meheork,

The Company's financlal statemenis for 2005 were approved by the shareholders at the Annual Genaral
Meating of the Company on 29 June 2006. The 2008 financial statements of the Company have nol yel
been approved by s shareholders st the Annual General Meeting. Hewever, the Company's Board of
Directors considers that the asforementioned financial staternents will be approved without any changes.

1.2, Basis of presentation of the financial statemeonts -

On 22 December 2004, the Bank of Spain issued Circular 472004 on FPublic and Cenfidential Financial
Reporling Rules and Formatls.



The purpese of the new accounting Circular Is lo modify the accounting system of Spanish credil
institutions and to adapt i to the new accounting framework Brising from the adoption by the European
Linion, through various EU Regulations, of the International Financial Reporting Standards (EU-IFRSs) in
accordance with Regulation (EC) no. 1606/2002 of the European Parliament and of the Council of 19 July
2002 on the applicalion of international accounting standards.

The Company's financial statements for 2008 were prepared by its directors {at the Board meeting on 28
March 2007} from the Company's accounting records and are presentéd in accordance with the formals
established by Bank of Spain Circular 4/2004, of 22 December, and, accordingly, they present fairly the
Company's equity and financial position al 31 December 2008, and the results of its operations. the
changes in equily and the cash flows in 2006.

Al accounting policies and measurement bases with 8 materal eifect on the financial staternents were
applied in ther preparatian.

1.5, Comparative information -

The infarmation redating to 2005 condained in these notes 1o the financial statements is presented with the
information relating to 2006 for comparison purposes only, and, accordingly, it does nol conslilule the
Company's stalulory financial statemenis for 2005,

1.4. Responsibility for the information and use of estimates -

The information in these fnancial statemenis is the responsibikty of the Company's direciors. In the
financial staterments for 2006 estimales were occaslonally made by the Company in order to guantity
certain of the assets, fiabifiies, income, expenses and commilments reported herein. These estimates

redate basically 1o the following:

# The imparment losses on cerain assets (Nole 7).

= The assumptions used in the acluarial calculation of the post-employment benefit liabilies and
coamimilmenits (Mote 2-dj.

s The useful life of the tangibie assets (Note 9).

s The fair valua of carain unguoted assels.

These estimates wers made on the basis of the best information available at 31 December 2006 on the
events analysed Howeves, future events might make it necessary to change these psiimates (upwards or
downwands) in coming years.

1.5, Environmental impact -

Al 31 December 2008, the Company's financial stalements did not disclose any item that should be
included in the environmental information document envisaged in the related Ministry of Econonyy Order
daled 8 Oclobar 2001,

1.5. Report on the activity of the Customer Care Dapartment and the Customer Ombudsman =

in conformity with Minisiry of Economy Order ECO/T34/2004, of 11 March, on Customer Care
Deparments and Services and Customer Ombudsman of Financial Institutions, and because the
Company belongs to the Banco Bilbao Vizcaya Argentaria Group, the Bank adhered to he Regulations on
ihe Cusiomer Ombudsman and the Customer Care Depariment of Banco Bilbao Vizcaya Argentaria, S.A
BEVA”) and designates as customer ombudsman the embudsman appointed by BEVA at any time.

1.7, Minimum capilal requirements -

Law 1371282 of 1 June, and Bank of Spain Circular 5/1933 and subsequent amendments thereto,
regulate the minimum capital requirements for Spanish credd institutions —both at enbity level and 21
consofidated group level- and the manner in which these capilal requiremants are to be caloulated.

At 31 December 2008 and 2005, the Company's elgible capital exceaded the minimum requiremants
uncier the aforementioned regulations



1.8, Subseguent avents -

It the periad from 1 January 2007 to the dale when these financial statements were authonsed for issue
no events took place having & malterial effect on the financial stalements.

2. Accounti i urement

Accounting policies and measurement bases -

The accounting policies and measuremant bases applied in preparing the Company's financial stalements
for 2006 were as follows:

a) Imvestmenis

This itlem in the accompanying balance sheels includes the Company's ownership interest in the share
capital of TelefSnica Facloring Do Brasil, Lida, (Mole 8)

This imvestment is measured al acquisition cost, net af impairment losses, il any.

Pursuant to Bank of Spain Circular 4/2004, of 22 December, when there is evidence of impairment af
investments, 1he impairment amount s eslimated as the negative difference between the recoverabbs
amount (calculated as the higher of fair value of the investment less costs 1o sell or value in use; walue in
use is defined as the present value of the cash flows expacied lo be received from the invesiment in the
form of dividends and those resulting from itz sale or other disposal} and the carrying amouni. Impairment
losses on these investments and reversals of impairment losses are charged and credited, respectvealy
to “Impairment Lossas (Met)® in the income statemant.

Dividends sccreed in the year on these investmonts afé recognised uneder “lncome from Egquity
Instrumenis” in the accompanying Income staternents.

b] Financial instruments

initial recogritfon of fnancial instruments

Financial instruments are initially recognised in the balance sheet when the Company becomes a pary 16
the contract, In accordance with the contractual conditions, and, in the case of the Company and in view
of its company object, the contract is based on the assignment of frade receivables umdor factoning
arrangements and complementary activities. Spacifically, debt instruments, such as loans, are recognised
from the time that a legal right to receive cash arises,

Darecogrition of financtal Instumens

A financial assel is derecognised when any of the following conditions are met:

1. The contraciual rights to the cash flows from the financial assel axpire; of

2 The financial assel is transferred and substantially all its risks and rewards are transferred o, althouwgh
thesea are not substantially iransferred or refained, control over the financial assel is trangferred.

Financial liabilities are only derecognised when the obligations they generate have besen exdinguished or
when they are acquired, with the intention either to resell them or io cancel them

Fair value and amoriised cast of fnancis! inshurnends

The fair value of a financial instrument on a given dalte is 1aken to be the amount for which it could be
bought or sold on that date by two knowledgeable, willing parties in an arm's length ransaction. The most
objective and comman reference for the fair value of = financial Instrument is the price thal would e pasd
for it on an organised, transparent and deep market ["quoted prica” or *markel price”).



IF there is no market price for a given financial instrumeant, its fair value ia estimated on the basis of the
price established in recent transactions involving similar Instrumenis and, in the absence thereof, of
valuatien technigues sufficiently used by the intemational financial comimunity, taking into account the
apecific features of the instrument to be measured and, particularly, the various types of risk associated
wilh il

Amordised cosl fs undersiood to be the acquisition cost of a financial asset or liability plus or minus, as
appropriate, the principal repayments and interest payments and the cumulative amartisation charged fo
Ihe income statement by the effective interest methed of the difference between the initial cost and the
maturity amount of the financial instruments. In the case of financial assets, amortised cost also includes
any reductions for impaimment.

Faor fixed rate fimancial instruments, the effective interest rale coincides with the contractual intarest rate
established on the acquisition date. in the case of fioating rale financsal instruments, the effective inlerast
rale is estimated as for fixed rate ransactions and is re-calculated on each repricing date on the basis of
the changes in fulure cash flows arising therefram.

Classifcation amd measurement of francial assels and Nabiities
Einancial instruments are dassified in the Company’s balance sheet into the following categories:

1, Leans and receivables: this category includes financing granted io third parties in connection with
ordinary lending activilies carried out by the Company and the "unfinanced, non-recourse” cradit risk.

The financial assets included in this calegory are inidially recognised at fair value, adjusted by the amount
of the fees and commissions and fransaction costs directly attributable to the acquisition of ihe financial
assel, which are charged to the income stalement on a straight-line basis until maturity. Thess sssels ang
subseguently measured at amorlized cost,

Assels acquired &t a discount are measured at the cash amount paid and the difference between fhir
repayment value and the cash amounl paid Is recognised as finance ncome on a straight-line basis over
the remaining term to maturity.

The “recourse” transactions relate to debts for which the Company does not bear the risk of nonpaymeant.
Conversely, In the “non-recourse” transaclions, the Company bears any bad debl risk that may arise (3
default by a debtor arising from trade dispules batwean fhe deblor and e assignor or from breach of the
contraciual terms agreed upon by them is not deemed to be a bad debl risk).

The “nom-recourse”™ accounts receivable, which are recorded at the full amount of the unmatured
remittances delivered by the assignors and approved by the Company, are included under “Loans and
Recaivables - Loans and Advances fo Cuslomers - Factorng Tramsactions™ (Note 7.3). The undrawn
portion of the amoun? payable to the assignors is recognised under “Financial Liahilifies at Amorised Cost
- Oiher Financial Liakilities” (Mole 11) in the accompanying balance sheets. In contrasl, in “recourse”
tranzactions, “Loans and Recewables - Loans and Advances to Cuslemers - Facloring Transactions”
reflacts the portion of the unmatured delivered remiftances thal has been paid 1o the assignor. Also,
pursyant to Bank of Spain regulations, the unmatured remillances delivered by the assignors relating fo
unfinanced recourse factoring transactions, which amounted to EUR 126,907 thousand at 31 December
2006 (31 December 2005, EUR 102,660 thousand). are included as an off-bakance-sheet itam under
“Drawable by Third Parties” (Mobe 20},

In additon, the Company performed reverse (supplier) facloring {“confirming") iransactions in which the
dail, on which the Company bears the bad debt risk, takes the form of Invoices approved by the debior
and advanced in hdl to the assignor, The aforementioned tranzactions are recorded under "Loans and
Receivables - Loans and Advances to Customers - Revarsa Facloring Transactions” (Nole T.3). Raverse
factoring remiltances which are not advanced are recognised as ofi-balance-sheet fems and amdounisd 1o
EUR 7,266,500 thousand al 31 December 2008 (31 December 2005 EUR 1,762,770 thousand) {Note
20y, Certain reverse facloring confracts give the deblor the option of repurchasing his own factored
receivabies and of sharing through slliowances the revenues from the factored remillances. Thesa
allowances were recognised under “Interes! Expense and Simiar Charges™ in the accoOMpanying incodme
statemants (Mote 20



Additionally, the Company performs factoring transactions known as “cverall factoring”, which is
characterised mainly by the establishment of an overall [Emit par assignor, laking on board the receivables
on which the Company bears fhe bad debt risk or makes advances on account and the eslablishment of a
ihreshold balow which his risk will not be covered, These fransactions are recognised under “Loans and
Raceivablas - Loans and Advances lo Customers - Factoring Transactions™ (Mote 7.3}

Since the Company generally has the intenfion o hold these transactions to final maturity, they are
recognised ai amarlised cost in the balance sheet,

Inerest eamed on these assels, which is caloulaled wsing the effective inferest method as defined above,
is recognised under “Interest and Similar Inceme” in the accompanyling income stalements, The exchange
diferences on securties incuded in this category denaminated in currencies other than the euro are
recognised as set forth in Note 2.

2 Fi ial liabilities &t i : this category includes the financial llabilities not included under
Financial Liahilities Held for Trading or under Other Financial Liabililies at Fair Value through Profit or
Loss or through Equaty

when funds are advanced, the advance amouni is paid direcily to the customer and the apphcabie
interest and facloring fees, if any, can be deducled. However, if the Company does nol advance any
funds, the fransaclion amount is recognised under “Fmancil Liabiities at Amortised Cost® in the
accompanying balance sheets unil it is pald to the customer when collected (Hote 11}

Additicnally, “Financial Liabllities at Amortised Cosl” in the accompanying balance sheets includes the
amount payable 1o assignors in respect of the stipulated contractual deposit or of the unused pariion,

inferest accrued on these fiabilities, which is calculated using the effective interest method as defined
ahove, is recognised under “intersst Expense and Similar Charges® in the accompanying incoma
statements. The exchange differences on securities included in this category denominated In cumeancias
other than ihe euro are recognised as sel forlh in Note 2-e.

{mnaimmant

A financial assst is considered to be impaired —and, therefore, its carrying amount is adjusted to reflect
the effect of impairment— when these is objective evidence thal events have cccurred which:

e In the case of debt instruments (loans), give rise to a negative impact on the future cash flwes
Ihat were estimated at the time the ransaction was arranged.

s I the case ol equity insiruments. mean that the carrying amount of these insiruments cannot be
reconnéied.

A5 a general rule, the canying amount of impaired financial nstruments is adjusted with a charge o the
inenme statement for the period in which the impairment becomes known, and the reversals of previously
recognised impaimment [ossas, if any, are recognised in the income staternent for the period in which the
impairment is reversed or reduced.

When the recovery of any recegnised amounld is considered 1o be remata, this amount is removed from
the balance sheet, withou! prejudice to any actions that the Company may iniliate 1o seek collection of the
amaunt recevable uniil ils confractusl rights are extinguished by expiry of the stalute-ol-limiatons period,
forgivenass or any other cause.

As regards specific impaimment losses arising from fha matarialisation of the insolvency rsk of the obligors
{credit risk), a debt instrument is deemed 1o be impaired due 1o insolvency when there is evidence of a
deterioration of the obligor's abilily to pay, either because it is in ammpars of for cther reasons,



The possible impairment losses on these assels are assessed:
1. Indivicually, for all impaired debt instrumants.

2. Collechvely: the Company recognises an overall impairment loss on risks classified as slandard
~and, therefore, not specifically identified (“general allowance™). This kbss s guantified by
application of tha paramelers esfablished by the Bank of Spain based on experience and on the
information avallable io it on the Spanish banking indusiry. These parameters are modified when
the circumsiances so advise

impairment losses on equily instrements carmied at cost are calculaled as the difference betwaen the
carmying amount and the present value of the expected future cash flows discounted at the market rale of

return for similar securities. This calculation |5 based on the investee's equily per the kafest approved
balance shaei.

c) Recognition of income and expensas

The mast significant criteria used by the Company 1o recognise its income and expenses are summarised
s follows:

imteres! income, infenest expenges and similar fems:

As a general rule, mbteres! income, interest expenses and similar ilems are recognised on the basis of
thair period of accrual, Specifically, dividends received from other companies are recogniséd as income
when the Company's right 1o receive them arises,

Howewar, when a debi instrument is desmed 1o be impaired individually or 1% included in & group of
instruments that are impaired because they have payments more than three months past due, the
recognition of accrued interest in the income stalement s suspended. This interest is recognised as
incame, when collected, as a reversal of the relaled impairment losses.

Commissions, fees and similar hems:

Fee and commission income and expenses are recognised in the income statement using crteria that
vary according to their nature, The most significant fee and commission tems are as follows:

« Those arsing from lransactions or services thal are provided over a period of fme, wiich are
recognised over he life of these transactions or services.

s Those relating to a service provided in a single act, which are recognised when the single act is
carried out.

Nov-finance Income and oxpernses

These are recognised for accounting purposes on an accrual basis.

d) Pension commitments and other commitments to employees

1) Post-employment benefits

Foliowing is a description of the most significant accounting erfleria and the sabient data relating to the
post-amployment benefil cbligations of the Company. These commitments include supplementary public
social securty benefils in the event of refirement, permanant disabdity or cealh, and post-employment
welfare benafils.

1.1} Supplementary public social security bonefits

Certain employeas are eligible for the benefits supplementary to the social security benefits established in
the collective iabour agreement for private-sector banks. These commitments are covered by the Banco
Biibac Vizcaya Argentaria Group's employes walfare system which is basically instrumented in defined
coninbufion pension plans.
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The current contributions made by the Comgany for defined contribution obligations are recognised with a
charge o “Personnel Expenses - Contributions 1o Pensien Plans™ in the accompanying income
statements and amounted o EUR 76 thousand in 2006 and EUR &1 thousand in 2005 (Note 25).

The Company also assumed a defined benefil obligation arising from the absorption of a company n
2000. This obligation was externalised, as required by Royal Dacree 158818998, of 15 Cclober, and was
instrumented in an insurance contract with BEVA Seguros, S.A. de Seguros y Reaseguros, 8 99.94%
subsidiary of the Banco Biban Vizcaya Argentaria Group,

The presend values of the vested defined benefit obligations are quantified on a case-by-casa basis. The
valuation maethod used for current employees is the projected unit credit method, which sees each pericd
of service as giving rise to an additional unit of benefit entilement and measures each unil separately
The actuaral assumplions used i quaniifying these obfigations in 2008 and 2005 are unbised and
mutually compatibe, the most significant being as follows:

» Monzlity tables: PERMF 2000 P

s Cumulative annial discount rate: 49084 corporate bond curde

s Cumulative anneal consumer price index: 1.5%

«  Cumulstive annual salary growih rale: at least 2.5% (depending on employee group)

« Retirement ages: those relafing lo the earliest dates al which the employees are entiled 1o
refire

The defined benefit abligations at 31 December 2008 and 2005 were as follows:

Thousands of Euros
2006 2005

Pension oblizations 1o retired employees - -
Vested pension contingencies in respect of current 216 253
cmployvees
Funiding
Insurance contracts with unrelated insurance companies
(Moo 12) 215 223
Unfunded obligations - -

1.2) Post-employment welfare benefits

The Company has wetfare berefit obligations the effects of which extend beyond the retirement of the
employees entithed to the benefits. These comenilments relale o cartain currént employees and refireas,

depending upon the employee group 1o which they belong.

The present values of the vested obligations fof post-employment welfare benefils are quaniified on a
case-by-case basis. The vahiation method used for current employees is the projected unit credit method.
The actuarial assumptions used in quantifying these obligations are unbiased and mutually compatible.
The most significant actuarial assumptions used in 2006 and 2005 were 38 follows:

«  Mortality tables; PERMF 2000 P

s Cumulative annual discount rate; 4%/88 corporate bond curve

»  Cumulaiive annual consumer price index: 1.5%

«  Cumulative annual salasy growth rate: al least 2.5% (depending on employes group)

« Retiremenl ages: thosa relating o the earfiest dales at which the employees are entitied 1o
ek
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The detail of these obligations at 31 December 2008 and 2005 15 as Tollows:

Thouwsands of Euros
2006 2005
Post-amployment welfure benefit obligations 1 I
Vested post-employment welfare benefit contingencies

in respect of current employecs 139 104
1 105

Funiding Oj
Imernal provisions 14 15

Unfunded obligations

The changes in 2006 and 2005 in the present value of the vesled post-employment wellare benefit

obligations were as follows:
Thousands of Euros :
2006 2003

Actuarial value al beginning of year 105 T
+ Inlerest cost 4 4
+ Warmat cost for the year 5 5
- Payments made & 5
+/= Actuarial losses (gains) 26 i1
Actuarial value at end of year 140 105

1.3) Summary

Following Is a summary of the charges 1o the 2006 and 2005 income statemenis for post-empioyment
benefit cbligations:

| Thousands of Euros
' 2006 2005

Interest and similar charges: L=
Interest cost of pension funds {Notes 12 and 22) 4 4
Personnel expenses:
Welfare benefils 3 5
Contributions to pension plans Th 61
Prowisions {net):
Charge to provisions for pensions and similar

obligations (Note [2) 25 (i}

118 69

Al 31 December 2006 and 2003, there were no unfunded actuanal gains of lpsses arising from
diffarences betwean the actuaral assumplions and whal had actually aecurred or, where aporopriale,
from the effacts of changes in e actuaral assumgtions used.
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2) Dther commitments to employees:

2.1.) Compensation in kind

The Company has underaken to deliver partially or fully subsidised goods and services. The mosd
significant empleyes welfare benefits granted by the Company, i terms of the type of remuneration and
the avent giving rise lo the commitment, are loans lo employees and Chrisimas gifis. The scope of
application of hese emgloyes welfare benefits varies for each employee group. These benefits, for the
portion relafing fo current employees, are accrued and seitled anaually and, therefore, no provision is

required.

The lolal cost of the employee welfare benefits provided by the Company to its cument employees was
EUR 101 thousand in 2006 and EUR 100 thousand in 2005, and these amounts ware recognised wilh a
eharge lo "Personnel Expenses - Other Personnel Expenses” in the accompanying income statemeants.

2.2} Share-based payments

In 2006 and 2005 the Company had no largel-based remuneration plans involving the delivery of siock
options or shares of the Company or of Banco Bilbao Vizcays Argentaria, 5.4,

I the last guarter of 2008, certain Group companias in Spsn imptemented a corporate schems aimed at
permanent amployees for the discount purchasa of 10% of Banco Bilbao Vizcaya Argentaria, 5.4 shares.
In 2006 the Company's employees acquired a iofal of 4,114 shares under this scheme al a marked price
of EUR 14.68 per share. The Company offered the possibility of financing in this period. Al 31 December
2006, the outstanding balance refating io this financing amounted to EUR 41 thousand. Alse, in 2006 &
new phasa of the scheme was carred cut, without the possibility of financing, and a further 1,750 shares
were acquired. The cost of this scheme was recognised wilh a charge to "Personnel Expenses” in the
ircome slalemant.

8} Translation differences

Funclional curmency:

The Company's functicnal currency is the eure. Therefore, all balances and transactions denoménated in
currencies other than the euro are deemed o be denominated in “foreign curency”.

The detail ai 31 December 2006 and 2005 of the eguivalent euro value of the main asset and liability
balances denominated in foreign cumency, by item, is as follows:

" Equivalent Euro Value
(in Thousands)
i 2006 2005
|ASSETS
Loans and receivables 1,434 (%]
Pound sterling 151 232
L% daollar 958 202
¥en 25 188
Mexican peso - -
Available-for-sale financial assels 247 247
Brazilian real 247 247 |
LIARILITIES
Financial liabilities at simortised cost 1,434 622
Pound sterfing i51 232
LIS dollar Q5§ 202
Yen 325 Ei
| Mexican peso - -
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Transislion of foreign curmenoy balances:

Foreign currency transactions performed by the Company are inftially recognised in the financial
statements at the equivalent euro value, transiated using the exchange rates prévailing at the transaction
dale. Subsequently, the Company Iransiates the foreign currency monetary balances to its functional
currency wsing the clesing exchange rales.

Exchange rales

For the purpoge of praparing the financial statements, foreign currency Balances wers transiated o euros,
laking nto account the alorementioned criteria, at the exchange rates publiched by the Europ=an Central
Bank.

fi Tangible assets

Property, plant and equipment for own use inciudes assets held by the Company for curmend of lulure use
which are expecied fo be used over more than one year. Property, plant and eguipmen! for own use is
presented In the balance sheet at acquisifion cost —the fair value of any consideration given plus the
aggregate cash payments made or commitied-, less:

1. The related accumulaied depreciafion, and

2. Any estimated impairment losses (nel carrying amount higher than recoverable amount),

Depreciation is calculated, using the strasghi-line mathod, on the basis of the acquisiion cosl of the
assels less thelr residual value. The land on which the bulldings and other stnectures stand has an
indafinite life and, therefore, is not depreciated.

The tangible asset depreciation charge is recegnised in the income stalemeant and is calculated basically

using the followng depreciation rales (based on the average years of estimated useful life of the vanous
asaets):

Foates
Buildings and structures 2%
Furniture and other fixmures 10%
Computer hardware 25%

The Company assesses at the reporting dale whether there is any Intenal or axtemal indication thal a
tangible asset may be impaired (ie. ils camying amount exceeds ils recovarable amount). If this is fhe
case, the carying amount of the asset is reduced lo is recovarable amount and future depreclation
charges are adjusted in proportion o the new remaining useful life andlor to the revised carryng amount.

Similarly, if there s an indication of a recovery in the valug of a tangible assel, the Company recognises
the reversal of the impairment loss recognised in prior periods and adjusts the future deprecialion charges
accordingly. In no circumsetances may the reversal of an impairment loss on an assel rame its canmying
amount above that which il woukd have if no impairmenl lozses had been recognised in prior years

Upkeep and mainienance expenses relating to property, plant and equipment for own s are recognised
as an axpensa in the year in which they are incurmed.
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gl Tax assets and liabilities

The income tax expense is recegnised in the income statement, excepl when It results from transactions
the gains or losses on which are recognised direcily in equity, in which case the income fax i% also

recognised in equity.

The current income 18x expense is calculated as the sum of the current tax resulting from application of
the appropriate fax rate 1o the faxable profit for the year (net of any deductions allowable for tam
purpeses), and of the changes in deferred tax assets and liabifities recognised in the income statement.

On 28 November 2008, Law 352006 on Personal ncorme Tax and Partially Amending the Corporstion
Tax, Non-Residen! Income Tax and Wealth Tax Laws was published. This Law, which will come into
effect on 1 January 2007, establishes, inter afia, a raduction in the standard lax rate for corporation fax
purposas fo 32.5% for tax periods baginning on or after 1 January 2007 and 1o ap% for tax periods
beginning on or afler 1 January 2008,

‘Income Tax” Includes the amounts charged and credited fo the income statement in connection with the
income taxes aocruad in the current year and arising from adjusiments 1o the amounis recognised in prior
years

Deduclible temporary diffierences, ansing from differences between the camying amount and the tax base
of an asset or hability #em, and tax credit and tax loss camyforwards give rise to deferred lax assets o
liabilifies. Defemed 1ax assets and liabilities are calculated by applying io the lemporary difference or 1o
the relaled tax cradit and tax loss carmyforward the 1ax rates al which they are expected 1o be recovered or

gedtlad,

The deferred fax assels and lisbiliies recognised are reassessed penodically in order fo ascerain
whether they still exist, and the appropriate adjustments are made on the basis of the findings of the
analyses parformed

h} Provisions

Provisions are present obligations arising from a legal or contractual requirement. from valid expectadions
created by the Company in third parfies regarding the assumption of certain types of responsibiilies or
from the virdual cerainty as 1o the fulure course of reguiation in particular respects, especially proposed
naw legislation that the Company cannot avosd.

Provisions are recogmised in the balance sheet when each and every one of the following requirements is
mot: tha Company has a prasent abligation resulting from a past event and, at the balance sheat dale, it
is more likely than not that the obligation will have 1o be settled; it is probable that to selile the obligation
the Company will have 1o give up rescurces embodying economéc benefils; and a reliable eslimate can be
macke of the amount of the obligation.

i} Termination benefits

Termination benefils must be recognised when the Company has undertaken io terminate the tabour
employment of empioyees under a formal defailed employee termination plan. There are no redundancy
plans making it necessary o récognise a provision in this connaction.

ii  Cash flow statement

The following ferms are used in the cash flow statements with the mizanings speciied:

1 Cash flows: inflows and cutflows of cash and cash equivalents, which are shori-term, highly liguid
investments thal are subject to an insignificant risk of changes in value.

7 Opersting activites: typical credit institution activities and cther aclivities thal are not investing o
financing actles.

3. Investing activities: the acquisition and disposal of long-lerm assets and other invesiments not incheded
in cash and cash eguivalenls.

4. Financing activities: activities thal resull in changes in the size and composition of the eguity and
borrowings of the Company that are nol operating aclivilies
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i Distribution of net profit

The proposed distribution of net profit for 2008 that will be submitted for approval by the shareholders at
the Annual General Meeling |5 as follows:

Thousands
of Euros
200 met profit 19,669
IMstribution to:
Legal reserve 329
Wioluntary reserve 18,140
4. Re directors and

Remuneration of directors -

in 2006 and 2005 the Company's Board members did not eam or roceive any salanes, attendance fees or
other remuneration and the Comgany did not grant any advances or keans or have any pension or life
insurance commitments to current or former Board members, except for a loan granted by the Company
to one of the Board members in 2003. At 31 December 2008 the loan had been repaid, whereas at H
December 2005 the outstanding amount of the loan was EUR 29 thousand and it eamed interast al
3.414% at thal dale.

Romuneration of senior executives -

The salary received in 2006 by the Company’s sanior exacuthve officer amounted to EUR 75 thousand.

Detall of the directors’ investments in companies with similar
business activities and performance by directors, as
independent professionals or as employees, of similar activities.

pursuant to Arficle 127.3 of the Spanish Companies Law, introduced by Law 262003, of 1T Julby, which
amends Securilies Market Law 241988, of 28 July, and the Spanish Consalidated Companies Law, in
ardar to reinforce the fransparency of listad companies, following is a detail of the companies engaging in
an activity that is identical, similar or complementary 1o the activily thal conslitutes the company object of
the Company and of the Banco Bilbao Vizcays Argentaria Group, in which the members of the Board of
Direciors own, directly or indirectly, equity interests

Orwner Investee Activity Crwnership Functions
2 Interesi L
Javier YWirgilio BEVA Banking 11,854 Cifficer
Estéves Zurila
Elias Soler Vives BEVA Banking 1,679 2 gat
Vicente de la Parra BBV A Banking 7261 Dfficer
Gdmez |
Luis Fernando BBVA Banking 16,777 | *
Ferreris Crespo i
José Maria Ruiz de BRWVA - Banking 5,792 -
Velascn Martinez de |
Ercilla :
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Owner Invesies Activity Orwnership Functions
Interest
Emulio Bodrigues BEVA Banking 2,712 Officer
Sinchez
" Amtonio Ugabas BEVA Banking 17,450 Officer
Lamorano
Banco Popular Banking, 2,000 -
BsCH Banking 9252 -
M* del Mar Rodrigo BEVA Banking 1,525 Oficer
Casanovi
Rafael Varela BEVA Banking 30,860 Oifficer
Marinez
Maria del Carmen BEVA Banking 1,569 Officer
Cuzrel Bazza
Emilian Salcines BEVA Banking 1,200 Officer |
Lugasti
Emilio de Ia Heras BEVA Banking, 21,209 Ciificer
Muela
Femando Coloming BEYA Banking 1444 -
Barruecn

Also, pursuant to the aforementioned Law, sel forth below are the aclivities camied on, as independent
professionals or as employees, by (he various membars of the Board of Directors that are idantical,
similar or complamentary lo the activity that constitutes the company ebject of the Company:

Owner Entity Function or Position
Javier Virgilio Estévez BBY A OfTicer
Zurita
Vicente de la Parra BBV A Dfficer
Gomez BCL Director
Emilio Rodriguez BBVA Officer
" Sanchez
Antomo Uguina BRVA Officer
Znpmaranc
M del Mar Rodrigo BBVA Officer
7 Casanovi :
Rafael Varela Martinez BEVA CHficer
Maria del Carmen Cuerel BEVA Crficer
Bagza
Emiliano Salcines BBVA Ciificer
Augasti
Emilio de la Heras BEV A Officer
Muela
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5.1. Interest rate risk management -

The Company aclively manages its interest rate risk in order to minimise, and in cerlain cases eliminate,
the possible impact of changes in market inferest rates on fs investment and, therefore, on the nel
inerest income reported in the income statemsant.

For this purpose several cleary differentiated measures are taken, namely:

{. For cerain Iransactions, the funds required for payments to customers are raised through the BEVA
Treasury Department rather than using the central account {average of 30-day Euribor).

The Company requests the funds required from the Treasury Department far the fime raquired for the
Iransaction concerned, thereby closing the ransaclion price and, therefore, fully eliminating any
possible interest rate risk which might arise,

The parameters giving rise fo this measure are as follows: a) very tight spreads, b} very long
financing periods for certain Wransactions, and ) vesy Earge amount investments. Qbwviously, thasa
paramaters are considered provided thal the financing method is not payment in arrears and that
{heir reference rate is the central accownt, sinca in this cage there would be no risk in his connaction

2. Daily assessment of the interesi rate parformance. Foliw-up of the Eurcpean Central Bank's
sxpectalions in respect of the foresesable shorl- and medium-temm interest rate policy. Marnihly

analysis of the Comparny's average spread on Its contracts.

3. On the basis of the foregoing, the Company considers the possibility of borrowing funds from EBVA's
Treasury Department in ander to eliminate the possible interest rate rizk on ceran of the Company's
Investment aggregales, divided into 15-day tranches once the welghted average inléres! rate applicd
to customers has been calculaled for these figures.

The Company has an cutstanding credit facility through BBVA with a limit of EUR 2,500,000 thousand for
these transaciions. The balance drawn down at 31 December 2006 amouniad to EUR 1,308,330

thowusand.

5.2, Credit riek exposure -

The Company's maximum credit rsk exposure amounted to EUR 5410203 thousand ai 31 December
2006, up 0.94% on 2005 year-and. The breakdown of thase figures between the two products managed
for the BEVA Group shows that the decrease in reverse factoring with respect 1o 20085 was 1.90% —this
product concentrates 42.41% of the total risk—, whereas facloring —which accounts for 57.59% of the

fotal- increased by 4.91%,

The customer credit risk is broken down as follows:

B __Thousands of Euros =3
Reverse Factoring Risk Factoring Risk
2006 2005 2006 2005
2,254 531 2,390, (05 3,115,672 2,969,870
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At 31 December 2008, the total past-dus batance amounted to EUR 62,536 thousand as a result of the
special features of the products managed by the Company and of the Bank of Spaln regulations in thiz
connection, which affect the recording of provisions. A distnclion mus! be drawn between past-due
balances receivable from the private sector and those receivable from the public sector. The former must
be provisioned on the basis of the age of the pasi-due balances (based on the schedule sel by the
regulator), whereas those relating lo the public sector are not provisioned. Therefore, the detail of the
aiorementioned past-due hatance is as follows:

it Thousands of Euros
Past-Dues Provision
i ZiHM 20015 20 2005
Privaie sccior 8,681 T.056 2,403 3027
Pubilic sector 53,855 47,047
Central government | 64 -
AUIGTOMOUS COMAMERITY governments 48,181 44,110 - -
Local govermnments 4,189 3213 -
| Bocial sccurity 494 - - -
| Total 62,536 55003 - -

However, these pasi-dues can be deemed to ba technical non-performance since they arse mainly from
the long payment poriods of the public sector rather than from an aciual man-performance whedh may
entail a loss for the Company.

Matewarthy is the large
from ithe facioring transactions
public health care systam. Th
agencies. The reasons are mu

summasised as fallows:

Consequently, the lotal past-due ratio was 1.12% at 31
private sacior was 0.16%. This gawve rise 1o an increase

amount of the past-dues from awvtonomeus community governments which arises
on varioug autonomous comimunily sgencies managing the
g past-dues relale mainly to the long payment periods af some of these
fiple depending on the autoncmous community cencerned, but they are

Long intemal administralive processes al each health agency, which means thal the invoice
accounting period is between 80 and 180 days.

Oince the inveice has been accounted for it must be approved and the approval period is quite

long (between 80 and 360 days).

Finally, a budget ilem must be assigned 10 the expanditure, and funde musl be avaitabie to make

e related payments,

1.00%% and that of the private sector was 0.13 %.

December 2008, whersas that relating only to the
wilh respect to 2005, when the past-due ralio was

The iotal specific provisions for credi risk recognized by the Compary amounted o ELR 2403 thousand
{27 56% of which relate to pasi-dues from the private seclon),

B Cas

lancos Wi | banks

The breakdown of the balance of “Cash and Balances with Central Banks™ in the balance shests at 31
December 2006 @nd 2005 is as folkows:

Thousands of Euros |
2006 2005
Cash 3 7
Balances with the Bank of Spain (* 30 30
3z 31

{*] Including demand acoounts.
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7. Loang and receivables

7.1. Breakdown

The breakdown, by type of financial instrument, of the balance of “Leans and Receivables™ in the beadanoe

sheeats at 31 Decomber 2008 and 2005 = as follows:

Thousands of Euros
_ = 2006 2003
Loans and advances to credit
instirutions (*) 62 1,141
Loans and advances to customerss 5,500, 79H) 5,433,244
CHher linancial assets 15 L]
5 500,867 5434399
Less- mpairment losses (101,306) (96,127)
5408,561] 5338277

(%) Including demand accounis.

T.2. Loans and advances to credit institutions

The breakdown, by type of financial instrument, of the balance of "Loans and Advances fo Credil
Instiutions” in the balance sheets at 31 December 2006 and 2005 is as follows:

Thousands of Euros
2006 200E
Time depaosits - 2
Denwand 62 1,139
6l 1,141
Less- Impairment losses -
[ 1,141 |

7.3. Loans and advances to customers

The breakdown, by loan type and status, of the balance of “Loans and Advances o Customers” in the
balance sheets st 31 December 2006 and 2005, disregarding the balance ol impairment losses, & as

fallows:
Thousands of Buros
20065 20005
By loan type and status
Factoring and reverse factoring transactions 5410203 | 5359875
Othver term loans 1,342 1,139
Receivible on demand and other 73,247 35672
Impaired assets 62,530 55,003
SE47 328 | 5,449,689
Less- Valuation adiustments- Accrued interest (37.538) | (16,445)
5,509,790 | 5433244




The breakdown, by type of risk and fransaction type, of the "Facloring and Reverse Facloring
Transactons” account in the foregoing delail al 31 December 2008 |s as follows:

[ Thousands of Euros

20{H 2005
Type of risk-
Recourse transsctions 2473 885 258,98]
Won-recourie ransactions-
In euros 5,164,884 5. 1040 281
In foreign currency 1,434 613

5,410,203 3339875

Transaction type-

Factaring 2.679,524| 2,841,990
Reverse factoring 2,204 531 290,005
Overall facioring 436,148 127,880

5410203 5,359,875

The breakdown, by activily sector of the bormower, of “Loans and Advances 1o Customers”™ al 31
December 2006, disregarding valualion adpsstments, is as follows:

Theusands of Eoros
HMan-
Resident Besident
Borrowers | Borrowers Total
Public zector 966, 852 - G, B52
Manufaciuring 1221.226 151,780 1,373,006
Foeal extate and construction 1,596,652 - 1,596,692
Retailing and financial services 735,013 - 735,013
Ciher 875,765 - 875,765
5,395,548 151,780 5,547,328

The breakdown, by activity secior of the borrower, of “Loans and Advances 1o Cusiomers” al 31
December 2005, disregarding valuation adjustments, is as follows:

Thousands of Eunds
Moo=
Hesident Resident
Bormowers | Borrowers Toal
Public sector [,205, 197 - 1205197
Manufacluring 1,459,781 68 885 1,528,666
Real estate and consiruction L2 459 - 1,042459
Retailing and financial services 621,777 - 621,777
Ciiher Qa0 444 1,146 D1 590
5,379,658 T0.031] 5,449,689
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The breakdown, by geographical area, of “Loans and Advances 1o Customers” al 31 December 2005 and
2005, disregarding valuation adjustments, is as follows:

Thousands of Euros
3 2006 2005
Europe 5515525 5,447,991
Ulnibed States 28,645 531
Latin America I,634 SO0
| Bzst of the world 1,524 067 |
L 5,547328| 5445689

Mote 18 to the financlal statements contains a detadl of the scheduled maturities of these assets at 2008
and 2005 year-and.

7. 4. Impaired assets and impairment losses

The changes in 2008 and 2005 in "Loans and Advances to Customers - Impaired Assets” were as follows:

Thousands of Euros

2006 2005
Balance at beginning of year 55,003 36,353
Additions J02441| 2,497,163
Reversals {191, 781) (2 ATE 199 ()
Written-off assets (3,127) {314)
Balance al end of year 62,536 55,003

T 1) Accumulaiive data.

The changes in the balance of the allowance for Impaimment losses on “Loans and receivables” wera as
followes:

Thousands of Euros
2006 2005

Balance at beginning of year D6, 122 5,984
Additional impatrment charged to

income stalement 11,511 22,670
Reversal of impairment charged to

ing e statement (3,2 (RN} (8013}
Write-off - Use of provision (3,128} (9}
Cither changes [ 490
Balance al end of vear 101,206 96,122

OF which:
Individually assessed 2403 3027
Collectively assaszed 08 03 2195
Of which:
By assot covered

Loans and advances o cusiomers L 3006 96,122
OF whieh:
By geapraphical area
Europe j01.306| 96122

Tl 3 96,122




The recoveries of balances previously written off amounted to EUR 1 thousand in 2008 and EUR &4
thousand in 2005 and are presented as a deduction of the balance of “Impairment Losses (Nel) - Loans
and Receivables” in the accompanying income statermants.

Financial assets written off in 2006 because thelr recovery was deemed to be remote amounted to EUR
3,127 ihausand in 2006 (2005: EUR 314 thousand).

Mo interest income was eamed at 31 December 2006 (31 December 2005; EUR 1 thousand).

8 Avallable-for-sale financial assets

piher equity instruments

The balance of “Available-for-Sale Financial Assats - Other Equity Instruments” in the accompanying
balance sheats at 31 Decermnber 2006 and 2008 related to a 10.25% interest in the share capital of
Talefonica Factoring do Brasil, Lida. These securilies are not lisied.

The detail, by fsling slatus, of “Available-for-Sale Financial Assets — Other Equity Instruments” in the
accompanying balance sheet is as follows:

Thousands of _Eugns
" 26 2005
By listing stntus
Urnlisted 247 247
Lezs- Impairment loss {44} {44}
203 203

o Tangi iz

The changes in 2006 and 2005 in “Tangible Assets® in the accompanying balance sheels, iemised by
type of assel, were as follows:

Thousands of Euros

Computer | Fumiture and | Buildings and Total

Cost, net of allowance-

Balanee at | January 2045 454 299 . T3
Additions 17 2 = LY
Disposals - - - -
Balance a1 31 December 2005 501 Ml B2
Additions 15 . 15
Dispassuls =

Balance af 31 December 2006 516 M i B17
Accumulated depreciation-

Balance at 1 January 2005 (411) (243) ; (654)
Charge for the yvear (38] {10 - {48y
Disposals - - - -
Balance at 31 December ZI05 (449 (233} {702}
Charge for the year (249) {9} (38)
[risposaks £ =

Balance ot 31 December 2006 (478} (262} ] {740
Met balance at 31 December 2006 28 39 i L
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Fully deprecialed asssts amounted to EUR 530 thousand at 31 December 2006 (31 December 2005
EUR 429 thousand). The Company camies on its business aclivities basically in preperties owned by
Banco Bilbao Vizcaya Argentaria, 5.4, and a rental expense of EUR 128 thousand was recognised in this

respect in 2008 (31 December 2005: EUR 124 thousand).

= (] Income and Ac
ineome

and deferred

The breakdown of the balances of “Prepayments and Accrued Income™ and “Accreed Expenses and
Defered Income™ in the accompanying balance sheels was as follows:

! Thousands of Euros
2006 2005
Prepayments and sccrued income:
Prepayments 44 44
iMher accruals 2821 2465
2,865 2,513
Accroed expenses and deferred income:
Accrued expenses 1,05% 4 |
Oither accruals 6,370 5,746
7,429 6,667

The breakdown of the balances of “Financial Liabiities at Amortised Cost” in the accompanying balance

shests is as follows:
Thousands of Euros
2006 2005
Deposits rom eredit institutions £.045,737| 5,014,886
Crier financial liabilities
Factoring payahles 165,104 143,896
Reverse factoring payables 124 1,831
Cither items 45 F30
165269 145857
S21L,006( 5,160,743

11. 1. Deposits from credil institutions -

The breakdown, by type of transaction, of the balances of “Deposits from Credit Instiutions™ in he

accompanying balance sheets is a3 follows:

[

Thousunds of Euros
200 2005
Time deposils 5,015,609 4,991,771
Cither deposiis 17,449 12,186
Valuation adjustments 12,659 10,029
5.045.737| 5,014,886
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The detail of the balance of “Time Deposilts® in the foregoing table is as follows:

Thousands of Euros ”
{Bakince Drawn Down)
|_‘_ 2006 2005 Limit Maturity
Financing account with Banco Bilbao
Vizcaya Argentaria, 5.A. 3706200 | 2,087,527 Undefined | Undefined
Credit facility with separate
drawdowns from Banco Bilbao
Vi ia, 5.4
IZCHVL f.:genta:la, 5 1,309,330 | 2,004,244 | EUR 2500000 [ June 1l
5015629 | 4,991,771

The financing account and the credit facilifles shown in the foregoing table bear interest at fleating retes
tied 1o Euribor, ranging from 2.4% to 3.6% at 31 December 2006 (31 December 2005: fromn 2.1% o

2.4%).

The balance of *Other Deposilts” relates in full to deposils placed by custamers resident in Spain.

8 (111

The breakdown of ihe balance of “Provisions” in the balance sheets ai 31 December 2006 and 2005 is as

follewns:

Thousands of Buros
200 2005
Provisions for pensions and simitar obligations (Note 2-¢) 356 328
Other proviskons 4,075 4,075
4,431 4,403

“Provisions - Ciher Provisions” includes the amount recognised to meet probable of certain liabilities
arising from liligation in progress of undetesmined amount.

The Company's direclors coneider that there were no material contingencies i 31 December 2006 that

might affect ihe Company’s equity or net profit.




The changes in 2005 and 2005 in the bakances of *Provisions for Pensions and Similar Obligations” and
of *Other Provisions” in The accompanying balance shest were as follows:

Thowzands of Eures

Provisions for
Pensions and
Similar Other
n Ohligations Provisions Totsl

Balance at 1 January 2005 SR 4,505 5,093 |
Charges 1o the income statement: ’

Additional provisions (1) - N

Interest expense and similar charges (Notes 2-d and 22) 4 . 4

Personnel expenses 1 - 5
Transter 1o bad debts - (450) {490
Cither changes (208} - {208)
Balance af 31 December ZH03 328 4,075 4,402
Charges to the income statement: =

Additional provisions 25 - 25

Interest expense and similar charges (Motes 2-d and 22} 4 - 4

Persorme! expenses - . -
Transfer to bad debis = - -
Other changes s (L) = {13
Balance at 31 December 2006 356 4075 4,431
O wiiefe

Provistons for off-balance-gheet risks - - -

Oher provizions ik 4075 d, 431

356 4,075 441

The charges to the income statement relating to "Previsions for Pensions and Similar Obligations”® ara
recognised under “Interest Expense and Similar Charges”, “Personniel Expenses” and “Provisiona {MNat}”

in the income statement

respactively (2004: EUR 4 thousand, EUR § thousand and EUR (1} thausand, respectively),

for 2008 and amounted o EUR 4 thousand, zero and EUR 25 thousand,

Chan
Thousands of Euros

Share Share Profit for

Capital | Premium | Reserves the Y ear Equity
Balinee at | January 2005 26,874 53,180 41,249 0,720 171,023
Appropriation of prior years' profit - 9,720 (9,720 3
Profit for the year - - 14,778 14,778
Balance at 31 December 2035 26,874 03,180 50,969 14,778 185501
Appropriation of prior years' profit - 14,778 (14,775) -
Profit for the year - - 19 664 19,669
Balance ot 31 December 2006 26,574 03,150 05,747 19,664 25470




14. Sharg capifal

Al 31 December 2008 and 2005, the Company's share capital amounted to EUR 26,874,438.23 and
consisled of 7444443 registered shares of EUR 3.61 par value sach, all with the same rights, fully
subscribed and paid by Corporacién General Financiera, 5.A., except for one share hald by Chdessa
UHO, 5L (bath Banco Bilbac Vizoaya Argentarnia Group companies).

15, B i

The Coneolidated Companies Law expressly permils the use of the ghare premium account balance 1o
increase capital and establishes no specific resinclions as 1o its use.

1 ves

The breakdown of *Reserves” in [he accompanying balance sheets is as follows:

Thousands of Euros
Share Legal Walentary
Premium | Heserve Feserve Total

Balance at 1 January 2005 a3, 180 2,616 38,633 134,429
2004 profit . 752 5968 0,720
Balance at 31 December 2005 93,180 3,368 47,6k 144,149
2005 profit = 1478 13,300 14,778
Balance ai 31 December 2066 93,180 4,846 60,001 158,927

1E.1. Legal reserva:

Under the Consolidated Companies Law, enfities must transfer 10% of net profit for each year to the lagal
reserve. These transfers must bo made until the balance of this reserve reaches 20% of 1he share capital,
The legal reserve can be used 10 increase capital provided that the remaining reserve balance does nct
fall bedow 10% of the increased share capital amount,

Except as mentoned above, until the legal reserve exceeds 20% of share capital, it can only be used o
offet bosses, provided that sufficient other reserves are not available far this purpose

17. Tax matiers

The Company files consolidated tax retums as pan of the consolidaled tax group n® 2142, the Parent of
which is Banco Bilbao Vizeaya Argentana, S.A On 30 December 2002, the appropriate nofification was
submitied to the Ministry of Economy and Finance to extend indefinitely the Company's taxation under tha
conaolidalod taxation regime in accordance with current reguiations.

Additionally, at 31 December 2006, the Company had 2003, 2004, 2005 and 2006 open lor review by the
tae guthoritkes for the main taxes applicabla 1o it,



The reconciiation of the income tax charge, calculated from accounting profit before fax, to the tax
expanse recognised for fhe period from 1 January 2006 fo 31 December 2006, is as follows:

Thousands
of Furos
Accounting profit before tax 34,569
Decrease due to permanent differences (51
Increases (decreases) due o lemporary differences:
Arising in the current vear 2317
Arising in prior years
Taxable profil 36,736

The balance of “Tax Liabilities - Current” in the accompanying balance sheets includes the liability relating
to the various applicable faxes, including EUR 442 thousand of 2006 income tax payable on 2006 profit,
net of the prepayments and withholdings made in the year (EUR 12,415 thousand).

Pursuant to Bank of Spain Gircular 42004 and related provisions, the deferred lax assels are recognised
under “Tax Assels® in the accompanying balance sheets and amounted to EUR 17,382 thousand and
EUR 19,230 thousand at 31 December 2006 and 2005, respectively. Delfamed tax assels aross miainly
from the period provision for bad debts and from the adaptation to the new accounting nales and
standards. As a result of the tax adjusiment (Note 2-g), the Company recognised a charge of EUR 2,856
thousand under “Income Tax" in the accompanying mcome statement.

The varying interpretations which can be made of the tax reguiations applicable to the operationg
performed by the banking industry in the open years might give rise 10 cenain coningent fax Eahilities that
are not susceplible fo objective quantification. However, the Company's direclors and its tax advisors
conzider that the lkelhood of these contingenl liabiliies materalising is remota and thal, in any event, b
tax debt which might arise therefrom would not materialy affect these financial statéments.

18. Residual miafurity periods

Tive breakdown, by matusity, of the balances of certain iflems in the balance sheets al 31 Decembear 2006
i% a5 follows:

Y Thousands of Euros -
Within 1 1o 3 Jio 12 Ito S Adter 5
A Demand Month |  Months Memths ¥ ears ¥Years Teal
SSETS
“ash and bhalanges with central banks 32 - . - - - 32
oans and receéivibles
Loans and advances to credit institutions (*) 62 . - - - - 62
Loans and advances to cusiomers |88,637| 1,498401| 2.042,762| 1,608.953 (89921 18,654 5547328
Investments - - = - a - | -
JABILITIES
inancial linbilities a1 amortised cost |
Depogils from eredit institutions [**) 3,723,748 355,264 Ied BO9) 414,599 163,713 10,855 5033078
Oriher financial Habilities 165177 1.225 - - - - a6 402
ther asset items less lnbility items (3,700, 194 1,141,912 1,677,893 1,194,354 26,208 7.76% 347 922

{7} Including demad accounts,

{**) Incleding credit financing accoumis.



The breakdown, by maturity, at 31 December 2005 is as follows:

Thousands of Euros i
Within 1 lto3 3o 12 o5 | Afters
Dremisnd Month honths Months Years Years | Tolal
ASRETS
Cash and balances with central banks 3z - - - - - 12
Loans und receivables
Loans and advances o credit 1,141 - - - - 1,141
institutions (*)
Loans and advances o cuslomers $3.306| 1,696,953 1.654,1011] 1,868,639 112,032 64,648 5449689
Investments = - - = - = -
LIABILITIES
Financial limbilities al amoctised cost
Deposits from credit institutions {**) 2959 714 #24.921 266,571 B22,558 §3,709 6,484 5003957
Other financial liabilites 48, 885 - . - - - 195 5549
(hher assel items lexs lability items 244,171 - - - - 244,171

(*} Imchuding demumd aceoums,

{*%) Including credit finarcmg accounis

18. Fair

Following i @ comparnison of the camying amounts of the Company's financial assels and liabilities and

linancial assets

[heir respective fair values al year-and:

et il Thousands of Euros
s 2005
Carrying Fair Carrying Fair
Amount Value Amount Value
ASSETS
Cash and balances with central banks (*) 32 2 32 32
Loans and receivables 5,408,561 | 5408561| 5338277| 5338277
LIABILITIES
Financial liahilities a1 amortised cost 5212139 5212,139| 5,163,775 5,163,775
!

i) Includirg demand acoounts.



Other signifi lon

Transactions for third

The breakdown of “Transactions for the Acteund of Third Parties” is a5 follows,

Thousands of Euros
200G 2005
Conditional bills and other securities received
for collection 3,179,622 2496, 840
Commercial bills received for collection Th6,044 631,388
Other securitics received for collection 2,393,578 1,865,458
Uinfunded factoring amount 126,907 102,660
Reverse factoning transuctions 2,266,590 1,762,770
Crther 81 28
3179622 2 496,846
20,2, Other off-balance-sheet itoms
The breakdown of “Oiher Off-Balance-Shest lems” is as follows:
Thousands of Euros
MG 205
Wrie-off azsets 18,135 I 5,007
Past-due income on doubiful assets - 1
Conditional  bills and other securities received
fior collection 1,155 B2, 780
Drocumcnts securing iransactons 133,236 10,756
[reposil accounts pERL 58,385
Cruaraniees received 112,723 67 (54
Regisiration accounts {unrestricled) 3,776,157 | 2410819
Control accounts 667 96462
4,145,042 | 2655003

Interest inco

The breakdown of the main items of interest and similar income eamed by the Company in 2005 and

2005 is as follows:

Thousands of Evros
2006 2005
Loans and advances 10 CUSLOMETS.
Puhlic sector 16, B8 | 7,578
Besident sector P27, 544 BR 338
Mon-resident sector |, 420 52! N
145,962 106,437

a0



The detall, by type of ransaction, of “Interest and Similar Income” in the accompanying income
statements for 2006 and 2008 is as follows:

! __Thousands of Euros
kil ' 2006 2005
Factoring trunsactions-
Public sector 1.437 623
Resident secior 64,718 48,719
Momn-resident sector R 521
Reverse factoring transactions-
Public sector 15,460 16,5944
Regident secior 62,921 30552 |
Mon-resident sector 526 -
Other (3 18
145,962 106,437

22. _Interest and similar charges
The detail of the batance of this heading in the consolidated Income statement is as follows:

23

Thousands of Euros
200065 2005
Deposits from credit instintions (*) 113,092 79,186
Cost allocable to provisions for
pensions (Mote 12) 4 4
Chher interest expense - -
113,096 9,190 |

(") Ralates fo demand accounts,

The balance of “Income from Equaty Instruments® In the income statemant for 2006 relales to the
divickends recaived from the investment in Teleldnica Factoring do Brasil, Lida,

Foe

miss i

me and [}

The breakdown of *Fee and Commission Income” and of "Fee and Commission Expensa” in lhe
accompanying ncome statements is a3 follows:

Fee and commission inoeme
Factoring transactions
Reverse factoring transactions
Oiher fees and commissions

Fee and commission expense
Fees assigned 1o third partics
(iher fees and commissions

Thousands of Enros
2006 20603
9,747 10,535
G54 THE74 |
50 52
19,338 18,461 |
285 401
132 217
417 618

e}




5. Pers

The detsil of “Personnel Expenses® in the accompanying income statements is as follows:

| Thousands of Euros
L , 2006 | 2005
Wages and salaries 4,741 3,833
Social security costs B9G 740
Contributions 1o external persion funds (Note 2-d) 76 61
Termination benelits - -
Oither persnnnel expenses 187 130
5,94 4,764

The average number of employees i the Company, by professional category, in 2006 and 2005 was as

fallowis:
I Average Mumber
of Employees

2006 20015

Managers 6 6

Supervisors 10 7

Clerical staff B 68

. 96 81

The breakdown of he balance of "Other General Administrative Expensas” in the income statement is as

Tollows:
Thousands of Ewrcs
il 2005

Technology and systems g6 B8l
Commmumications 31 24
Advertising 0 1
COutsourced administrative services I 462 1,333
Property, fixtures and supplies 226 198
Tanes other than ncome tax [+ {5H)
Other administrative expenses 527 410
3114 2.1

The balance of “Cther Adminisirative Expenses” includes the fees pald by the Company 1o its auditars,
which amounted to ELIR 65 thousand in 2008

Zr. ns and SE5

The balance of “Other Gains” and “Other Losses” in the accompanying income statemeant at 31 December
2006 retates 1o the regularisation of prior years’ balances.



2B, Trapsaciions with Group entities

The balances of the main aggregates in the financial staléments arising from the transactions camed oul
by the Company with Banco Bilbao Vizcaya Argentaria Group companies in 2008, which consist of
ofdinary business and financial ransactions carried out on an arm's-length basis, are as follows:

Thousands of Euros
20 20415
BALANCE SHEET:
Asseis-
Loans and advances 1o credit instittions 62 1,141
Liabilities-

Deposits from credit institutions (Mote 11) 5,045,737 | 5,014,586
Incomme tax payable o BEVA

(Maote 17) 442 2407
INCOME STATEMENT:
Drehit-
Interest expense and similar charges 113,096 79,190
(Mate 22)
Property rental expense (Note 26) 129 |24
for translati English

These financial statements are presenied on the basis of accounting principles generally accepted in
Spain, Certain accounting practices applied by the Company that conform v.rll_h generally accepled
accounting principles in Spain may not conform wilth generally accapled accounting principles in other
countries.



Transtakion of 8 report onginally isued in Spanish. In the oved of a discregancy, the Spanizh-langusge version
DrEvals

gova €] il 5
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EUSINESS PERFORMANCE

in 2006 BEVA Factoring, as in prior years, continued o increase {ls business. Total assignments
amounted fo EUR 20,366 millkon, up 8.63% on 2005,

Accordingly, the Company obtasined a market share of 30.50% —20.07% in facloring products, 41.72% in
export factoring and 32.55% in reverse factoring—, thus consolidating its position a8 industry leaders.

TARGETS FOR 2007

BBVA Factorng will continue fo develop and strengthen is factoring and reveree factoring procucts
{hroughout the BEVA Group's areas of busingss.

The basic objectve for 2007 for BEVA Factoring confinues o ba the use of new technologies and
distribidion channels, the BEVA Group's branch network and its customaers and suppliers.

The search for new markets and products, intemational business expansion and improving efficiency
are the other prarilies for the year.

TLOOK

As In prior years, we consider thal the volume ol assignments of recelvables will conbiniee 1o grow
significantly n 2007, thereby consoldating the factoring and reverse factoring products as one of tha
most efficient means of financing the working capital of Spanish companies and instilulicns.

RISK EXPOSURE
Cregil rigk mansgament

BEVA Factoring's maximum credit risk exposure amounted to EUR 5,410,203 thousand at 31 December
2006, up 0.94% on 2005 year-end. The breakdown of thess figures by product (facioring and reverse
factoring) shows thal reverse factoring has decreased with respect to 2005 by 3.80% —this product
concentrates 42.41% of the total risk—, whereas facloning —which accounts for 57.50% of ihe fotal—
increased by 4.81%.

At 11 December 2008, tolal past-dus balances amounted to EUR 62,536 thousand, of which EUR 8,681
thousand were attributable to the private sector and EUR 53,855 thousand 1o the publbc sector.

However, these past-dues can be deamad to be technical non-performance since they ariza mainly from
the jong payment periods of the public sector rather than frem an actual non-performance which may
entail a loss for the Company.

Moteworthy is the large amount of fhe past-duees from autonomous communily governments which
arises from the factoning transactions performed on vanous SUtONDMOoUS oMUY BQENCISs Managing
the public health cara system.

The total past-due ratio was 1.12% at 31 December 2006, whersas thal relsting only to the private
sector was 0.16 %,



Intarest (ale fisk management

BEVA Factoring performs active interest rate risk management for the purpose of minimisng, and in
cefain cases aliminating, lhe possible impact of changes in market ratés on its investment and,
consequently, on the net interest incorme shown in the incoma statement,

Several clearly differentiated actions are taken lo achieve this goal; 1) 1o obtain the funds required for
cerain fransactions from the BBVA's Treasury Depariment; 2) fo monitor the ehanges In interest rates
by following up the expectations of the European Central Bank with respec 1o the foresesable inferes!
rate policy al shorl and medium term; and 3) to consider lhe possibility of requesting funds fram thie
BEVA's Treasury Depariment for certain balances which, because of the term or price applied to
customers, might ba affacted by the eslimated inlerest rates.

RE H THE ACTIVITY OF THE C R AND EUDSMAN
D MT

Ministry of Economy {cumently Ministry of Economy and Finance)} Cvder ECOMT34/2004, of 11 March,
(Official State Gazette (BOE) no. 72 of 24 March 2004) came into force on 24 July.

Article & of the BEVA Group's Rules on Customer Ombudsmen in Spain, which were approved by the
Board of Directors of Banco Bibao Vizcaya Argentania, 5_A —the parent of the BEVA Group— on 23 July
2004, and i which BEBVA Factoring EF.C., 5.A, has adhered by rafification of its Board and in its
capacity as a Banco Bilbao Vizeaya Argentaria, SA. consolidated Group enfily, reads as follows (in
fransiation):

5 The Customer Care Service and the Customer Ombudsman shall submit to the goveming body
of each enlity concerned, within the first quarer of each year, an explanatory repor on their
service performance in the preceding year, addressing the malters to be reported by each entity.

Thie report, 2 summary of which shall be included In the annual repor of the entity, shall conlain
at kzast the following ltems:

a) A slatislical sumenary of the claims and complaints handled, disclosing the number of claims and
complaints received, the mamber processed and the reasons for rejecting them, matiers raised
and grounds for the claims and complaints, and amounts involved,

1] Summary of Ihe final resolutions, indicating whether the complaints were resolved in favour of or
against the person submitfing them and the cases in which information of clanifications were

sirmply provided.
) General grounds for the resolutions,

d} Recommendations or suggestions derving from the Department's experience, with a view 1o
betier attaining the aims of its work,

2 Addifionally, the Customer Care Service and the Customer Ombudsman ghall submit 1o the
Boaed of Directors of BBVA, wilkin the first quarter of each year, a joint explanatory report on all
the BEVA Group enfities conlzining the informalticn set forth in paragraphs &), c) and d) and
statistical information on the resolutions in favour of and against the person submitting therm.

3. As required by the atorementioned Article, the Manager of the Customer Care Service submits o
the Board of BEWVA, the following activity repan



ACTIVITY REFORT

The purpose of this report on the activity of the Customer Care Service is to report on the complaints
handied in the period from 1 January 1o 31 December 2006.

Without prejudics 1o the funclional activity relating to the processing and handling of claims and
camplaints that may have been performed by BEVA's intemal units or departmants, whese activity is not
incheded in the scope of this reparl, at 8 January 2007 (the closing date for consolidated data on the
activity of the Customer Care Sesvice of the BBVA Group) no complaints had been submitted by
customers to BEVA Factaring E.F C., 5.A. related to the functions discharged by this Service.

Since Ihere were no complaints relating 1o BEVA Facloring E.F.C., 5.A., this Customer Care Service
cannol provide sny detail thereof and, therefore, no recommendations on good banking praclice
principles or critetia can be made.

Consaquently, the absence of claims or complaints submitied to this Customer Care Servica against
BBVA Factoring E.F.C., 5A. can only be assessed positively in the sense that its customars felt no
nead la e possible ciaims or complaints with this Depafment.

RESEAR ELOPMENT AC

In 20068 the Company did not perform any research and development activilies,

TREASURY SHARE TRANSACTIONS
The Company did not perform any treasury share transactions in 2008,
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