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AUDITORS” REPORT ON FINANCIAL STATEMENTS
To the Shareholders of
BBV A Facworing, Establecimiento Financiero Crédite, S.A.;

i. We have sudited the financinl statements of BEVA FACTORING, EF.C.. S.A. (a Banco Bilbao
Vizcaya Argentaria Group company - Note 1) comprising the balance sheet at 31 December 2005,
and the related income statement, cash flow statement, statement of changes in equity and notes to
the financial statements for the year then ended. The preparation of these financial statements is the
responsibility of the Company's directors. Our mesponsibility is to express an opinion on the
financial statements taken as a whole based on our audit work performed in accordance with
zeaerally accepted auditing standards in Spain, which require examination. by means of selective
tests. of the evidence supporting the financial statements and evaluation of their presentation, of the
accounting principles applied and of the estimates made,

2. As indicated in Note | to the accompanying financial statements. the financial statements for 2003
are the first that the Company has prepared in accordance with Bank of Spain Circular 472004, of 22
December. which comtains the Public and Confidential Financial Reporting Rules and Formats
applicable to Spanish credit institutions. These Rules require, in general, that financial statements
present comparative information. In this regard, as required by corporate and commercial law, for
comparison purpases the Company's directors present. in addition to the figures for 2005 for each
tem in the balance sheet, income statement, cash fow statement, statement of changes in equity and
notes to the financial statements, the figures for 2004, which were re-calculated by applying the
aforementioned Bank of Spain Circular 4/2004. Accordingly, the data for 2004 presented in the
accompanying financial staements for 2005 do not constitute the financial statements for 2004,
since they differ from those contained in the statutory financial statements for that year, which were
preparcd in accordance with the accounting principles and standards then in force (Bank of Spain
Circular 4/1991, of 14 June) and approved by the shareholders at the Annual General Meeting of the
Company on 20 June 2005. The maimn effects of the differences between the two sets of standards on
the Company's equity at | January 2004 and 31 December 2004, and on its profit for 2004 are
detatled in Note 3 to the accompanying financial statements for 2008, Our opinion refers anly to the
financial statements for 2003. On 13 June 2005, we issved our auditors' report on the financial
statements for 2004, prepared in accordance with the accounting principles and standards in force in
that year, in which we expressed an ungualified opinion.

3. As mdicated in Note 1, the Company’s transactions are carried out as part of the management of the
Banco Bilbao Vizcaya Argentaria Group, giving rise o the balances and transactions with related
compamies detailed in Noe 29. The accompanying financial statements, which are presented in
compliance with current legislation, should be interpreted in this context.
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4. In our opinion, the accompanying financial statements for 2005 present fairly, in all material
respects, the equity and financial position of the Company at 31 December 2005, and the results of
its operations. the changes in equity and its cash flows for the vear then ended, and contain the
required information, sufficient for their proper interpretation and comprehension, in conformity
with the accounting principles and standards contained in Bank of Spain Circular 4/2004. These
accounting principles and siandards were applied on a basis consistent with that used in the
preparation of the financial statements and other information for 2004, which, as indicated in
paragraph 2 above, are presented in the accompanying financial statements for 2005 for comparison
purposes only.

5. The accompanying directors’ report for 2005 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 imegral part of the financial statements. We have checked that the accounting information in the
directors” report 15 consistent with that contained in the financial statements for 2005, Our work as
suditors was confined 1o checking the directors’ repart with the aforementioned scope, and did not
include a review of any information other than that drawn from the Company’s accounting records.

DPELOITTE
Registered in ROAC under no. 50692

Franciseo Celma
3 April 2006
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Trangiation of fnamcial stalements onginally issued in Spanish and propared in accordance with (FRSs,
as adopred by the European Unicr (sae Notes 1.2 and 30). In the event of a discrapancy, the Spanish-
languags version prevais,

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

MNotes to the financial statements
for the year ended 31 December 2005

1.1, Intreduction -

BBVA Facioring, Establacimiento Financiarno de Crédite, S_A. (“the Company™) was Inesrporated in Biban
undar the name of Sociedad de Financiacidn de Ventas a Plazo, 5.0, (SOFIVENSA) in March 1869, In
May 1987 the Company's name was changed to BB Facioring, S.A. In 1988, after the Banco Silbao
Vizzaya Group was crealad, the Company became BBV Factoring, S.A, In 2000 Argantania Factoring,
E.F.C.. S.A and Catalana de Facloring S.A., EF .C. ware merged into BBV Factoring, S.A., EF.C. wilh
the disschution withoul Fquldation of the first two compamies, The name of tha posi-merger company was
BEVA Factoring, EF.C, S.A The mansactions pedormed by Argemaria Factoring, EF.C., SA. and
Latalana de Factoring, 5.4, EF.C. wera deemed to ba perdormed for the account of the Company for
accounting purposes from 1 January 2000,

The Company is regulated by the Spanish Companies Law, Law 319984, of 14 Aprl, which adapted
Spanish creddt instiution legislation to the Second Banking Cocrdination [Mrective and introdussed ofher
amandmens to the flnancial system, by Royel Decres GO21996, of 26 April, on the legal regime
applicabla 1o credit linance exabéshments (EFCs) and by ather provisions applicable to it,

As reguited by the aforementioned Reoyal Decree 6921996, on 23 October 1888, the Company wes
registared in the Bank of Spain's Special Register of EFCs,

Thuhylamaﬂnﬂmrpuhﬂ:hlumﬂmmmuﬂmmmnha:mmﬁdatrhmg{mmdnlﬁmatnf
Almagdvares 185, 17, Barcelona. The Company's cofporate purpose, per its bylaws, is o engage in
FECOUFSS OF Non-recourse hanm:ﬁmundinnumpummaﬂhﬂmm“hmﬂw and
classifying its clantele, recording of accounts receivable and, geEnerally, any other activity thal facilitates

Ihe administraion, evalualion, security and financing of the recsivables arising iryn domestic and
international commercial ransachions thay iy be assigned to il

The Company beiongs to the Banco Bilbao Vizcaya Argentaria Group (Note 15). The oparating branchas

perferm all the transactions relating to business attracted threugh the Banco Bilbac Vizcays Argentaria
Group's branch netwark,



1.2. Basis of presentation of the financial statements -

On 22 December 2004, the Bank of Spain Issusd Circudar /2004, on Public and Confidential Financial
Reporting Fules and Formats.

[
Union. through various EU Regulations, of the International Financial Reporting Standards (EU-IFRS) in
accordanca with Regulation (EC) no. 1606/2002 of the Eurcpean Parliament and of the Council of 19 July
2002 on the apofication of international accounting standards.

All accounting policies and measurement bases with & material affect on the financial statemants ware
applied in thelr preparation.

1.3. Comparative information -

The financtal staternamts for the year anded 31 December 2005 are the firs! to have been prepared in
accordance with Bank of Spain Circular 42004, which entails significant changes in the accounting
mmwmmﬂdhmmafmmmmnnmﬁNMmmlmﬂuawm
linancial statemants, with respact 1o the Circular in force when the 2004 financial statements wara

prmmdnﬂmhﬁﬂpmnﬂh:hmwﬂ.mammmaﬂmﬂMMaMﬂll'-n
adeptation to Bank af Spain Circular /3004,

The Infarmation relating to 2004 containad in these notes 1o the financial statements i presanted with The

information refating to 2005 for comparison purposes onky, and, accordingly, it does nol constiule the
Company's statutory financial statemants for 2004,

1.4. Responsibility for the information and for the estimates magde -

The information In these financial statements is the responsibility of the Company's directors, In e
ﬁnanﬁarsmdmmmzmﬁwhmtmmmmuymmmEmwhwﬂarmqumﬂfv
certain ol the assets, liabiliies, income, expenses and commitments repored hersin, These estimates

* The impalrment losses on certain assats (Note 8.

* The assumptions used in the actuarial calculation of the post-armploymant benefit labilities and
commiments (Noie 2.).

= The usstul lfe of the tengible assats (Mote 10),
= The fair value of cenain unquoted assots.
Although these astimates were made on 1he basis of the best information availabie at 31 Deacember 2005

mmmwmmmmmmmmummm meke i necessary lo change
these estimates (upwards or downwards) in coming YRS,

1.5, Environmental impact -

At 31 Decembar 2005 the Company's financial statements did nol discioss any item thal should be

included in the environmental infermation docurmerd ervisaged in the related Ministry of the Economy
Order dated 8 Octaber 2001,



1.5. Repont on tha activity of the Customer Care Department and the Customer Ombudsman -

I conformity with Ministry of Ecenomy and Finance Order ECO/T34/2004 of 11 March on the Customer
Cams Dapariments and Services and tha Customer Ombadsman of financial instiutions end because the
Company belongs to the Banco Bibao Vizcaya Argentaria Group, the Bank sdhered to the Regulalions on
the Custamer Ombudsman and the Customer Care Department of Banco Bilbao Vizcaya Argentaria, 5.4
{"BEVA®} and designated as a customer ombudsman the omoudsman appombed by BBVA at any Hma.

1.7, Minimum capital requirements -

Law 131392, of 1 June, and Bank of Spain Circuler 51983 and subsequent amendments thameto,
requlale Ihe minimum capital requirements for Spanish credst institutions ~both at entity level and at
consalidated group level- and the manner in which inese capital requirements are ‘o be calculated.

At 31 December 2005, the Company's eligible capital exceaded the minimum requirements under the
aforemantiched regunbons.

1.8. Sub=squeni svents -

From 1 .nnuawEmammm-mmummmnummmmmummmm
Wire no events sighificantly affecting them,

Accounting policies and measuremant basis -

Tha accouming policies and measuremant bases applied in preparing the Company's financial statemenls
for 2005 were as follows:

a) Firsttime adoption of Bank of Spain Circular 8/2004

Transibonal Provision Ona of Bank of Spain Cireular 42004 comtains the critedia thal must be adopted In
tha first-time application of the Circular,

The main criléra used by the Company in preparing the opening balance shael are described in MNofe 3.1
“Main Effects of ina Adaptaticon 1o Bank of Spain Circelar 442004,

b}  Imvestments

This sem: in the accompanying balance sheets includas the Company's awnerehip inlarest in the share
capial of Telefonica Factoring Do Brasil, Lida. (Note ).

Thisg invesimant is measured at acquisition cost, net of impairmant losses, if any,

Pursuant to Bank of Spain Circular 4/2004, of 22 Decomber, when there s evidence of impairmant of
Imvestmants, the impalmment amount is estimated as the negative diffsrence between the recoverabie
amount {calculated as the higher of fair value of the investment lees costs to sefl and valug in use; value
lnmhﬁﬂﬂuhemﬂwﬂﬂmnammammmmlmmw|nmtmm|:in1m
form of deidends and those resulting from its sale or other disposal) and the carrying amount, Impairment
lossas on Mesa investments and reversals of impaimant lesses are charged and credind, respectively,
12 “impalmen Losses (Nat)™ in the Incoma statement.

Dividends eccrued in the year on these investments ara recognised under “Income from Equity
Instrumants” in the accompanying income statamants.

¢} Financial instruments



Inilial racogrilion of fnancial nstrumenis

Financial Irmlmmmtsmmmlnm_wmmmmacmwm“mm
thae contract, in accordance with tha contractual conditions, and, in the case of tha Company and in view
ﬂhmmmwm.m:mlmahmmmmntnrmmunuurlmtnﬂng
arrangements and complementary activities. Specifically, debt instruments, such as loans, are recognised
from the time that a legal righ! o recaive cash ansas.

Deracognition of firancial inshruments

A finanzial assel is derecognised when any of the following condilions are met:

1. The conltraciual fights to the cash flows frem the financial asset expire; or

2. The linancial asset 1s Iransferred and substantially afl its risks and rewards ara transfarred or, afthough
these are nol substantially transiamad or retained, control over the financial asset is franséered.

Financial liabifilies are only derecognised when the obligations they ganerate have been extinguisher or
when ey are aoguired, with the intention either 1o re-place them or to cancal them.

Fair value and amomised cost of fnsnelal ingtruments

Tha fair valus of a financial instrument en a given date is taken o be the amount for which it could be
Dought or sold on that date by two knowledgeabie, wiling parties in an amm's langth transaction, The mast
objactive and commean reference for the tair vaive of a financial instrument is the price that woulkd be pad
for it n an aclive, transparent and deep market (*guated price” or “markot price”),

If there is no markel price for a given financlal instrument, its fair value (s astimated on the basis of The
price established in recent wransachions involving similar instruments and, in the absence thereof, of
valuation techniques sufficiently used by the intemational fnancial community, taking into account the

spacific f=atures of the instrument to be measured and, particularly, the various fypes of risk associated
ety i,

Amortised cost |s undersiood to be the acquisition cost of a linancial assst or liabdity plus or minus, as
aporopriate, e principal repaymants and inlerast payments and the cumulative amortisation charged o
the incoma statament by the effective interes! mathod of the difference betwean the initial cost and the
maturity amount of the fmancial instrumants. In the case of financial assals, amorised cost furhermorns
inchudes amy neductons for impasnment,

For fixed rate financial ingtruments, the efactive interest rate coincides with the contractual interest rate

established on the acquisition dats. In the case of Noating rate financtal instruments, the effective ingrest
rale is estimated as for fixed rate transactions and is re-caleulated on each repricing date on the basia of
the changes i future cash fiows arsing tharefrom,

Classifcalion and maasuremant of lnancial assels and fabilities
Financtal instruments are classilied in tha Company's balance sheet into the loflowing categones:

i. Loans and receivables: this category includes financing granted to third parties In connection with
ordinary lending activitles carded out by the Company and the “unfinanced, non-recourse” credit risk,

The linancial assats included in this category are initially recogrised at fair valus, adjusted by the amount
of the fees and commissions and Iransaction costs dirsctly atiributable to the acquisition of the financial

assels, which are charged to the income statement on & straighl-ling basis unid maturity. These assets
are ainspquently measured at amortised goat,



Assets acquired at a distount are measurad at the cash amounl paid and the difference batween thes

regaymant valve and the cash amount pald is recognised as finance incom on a straight-ine basis over
the remaining term 1o matusity,

Tha “recourse” transactions relate to debts for which the Lompany does not bear the risk of nonpaymant.
Conversaly, in the "non-recourse” transactions, the Company bears any bad debt risk that may arise (a
detaull by a debtor arising from trade dispules betwaen the deblor and the essignor or from breech of the
cantraciual terms agreed upon by them is not deamed 1o be a bad debt risk).

Tha “non-rocourse” sccounts receivable, which are recorded af the full amount o the wnmatured
ramittances deliverad by the assignors and approved by the Company, are included unter “Loans and
Recevables - Loans and Advances bo Customars - Factoring Transactions” [Mote 8.3). The wndrawn
paftian of the amaunt payable to the assignars is recognised under *Financial Liabilities at Amortised Cost
- (fhar Financial Liabities" (Note 12) n the accoempanying balance sheets. In confrast, in “recourse”
transactions, “Loans and Recelvables - Loans and Atvances o Cusiomers = Factoring Transactions”
reflects tha ponion of the unmatured delivered remitances that has bean paid [0 the assignor. Also,
pursuant 1o Bank of Spain regulations. the unmatured remitlances defivered by the assignors relating 1o
unfinanced recoursa factoring transactons, which amountied to EUR 102,660 thousand at 31 Decembor

2005 (31 December 2004: EUA 87,768 thousand), are included as an off-balance-sheet item undar
“Crawalble by Third Parties” (Note 21 j }

In addition. the Company performed reverse {suppier) tactaring {“confirming™) fransactions in which the
debd, on which tha Company bears the bad diebi risk, tekes the form of invoices approved by the deblor
and advanced in full to the assignor. The aforementioned transactions are recordad under “Loans and
Aeceivabies - Loans and Advances 1o Cusiomers — Reverse Factoring Transactions” (Mote 8.3). Reverse
factoring rematancas which are not advanced arg recognisad as ofi-balance-shest tems and amounted to
EUR 1,762,770 thousand ot 31 December 2005 {21 December 2004: EUR 1,369,986 thousand) (Mole
213.&@anmmmmmmhmnwmmmMm
receivables and of shadng through afiowances the revenues from the factored remittances. These

allowances were rocognised under “Interest Expense and Similar Charges” in the accompanying income
slatemands (Mote 23),

Additienally, the Company performs factoring transactions known as “gverall factorng”, which s
charactarised mainly by the establishmant of an overall limit per assignor, taking on board the recsivables
on which tha Company bears the bad deld risk or makes advances on account and The astabfishmeant of a
treshaold below which this dsk will not ba covered. These fransactions are recognised under “Loans and
Receivables ~ Loans and Advances to Customers - Factoring Transactions™ (Note 8.3).

Sinca the Company generally has the infention o hold these transactions to final maturty, thay are
recognised al amorised cost in the balance sheet.

Inferast samed on these assats, which is calculaled using the effactive interest method as defined above,
's recognised undar “interest and Similar income” in the accompanying Income statements. The exchange

difierences on sscurifies included in this category denominated in currencies other than the euro ane
recognsed as sat forth in Nole 2-1,

2. Financiai liabilities at amortised cost: this category Includes the financial Rabilitles not included
under Financial Liabllittes Hald for Trading or under Cther Financial Liabilities atf Fair Valee through Prodig
ar Loss of through Equity,

When funds are advanced, the advance amount is paid diracily to the customer and the applicabla
Imefesst and factoring tees, if any, can be deducted. However, il the Company does not advance any
funds, the Iransaction amount is recognised under *Financial Liabilities af Amortised Cost™ an the liability
sita of the accompanying balance sheets uniil it is paid to the customar when coliected [Moge 12,

Additionally, “Financial Liabilities al Amortised Cost™ an the liability side ol the accompanying balance

shaels includes tha amount payable to asséignors in respect of the stipulsied contractual deposit or of the
unusad poion,



interest accrued on these habilllies, which is calculated uging the eflactive interest method as defined
above, is recognised under “Interest Expense and Similar Charges™ in the acoompanying income
slatemants. The exchange diflerances an securities included in this calegory denominated in curencies
umeflhamham-mfmummuanMMME-L

impaimmand

A financial aﬂaﬁismnﬁd&mdmuimalmdnﬂﬂmmﬁhmﬁm amount 5 adjusted to reflect the
affect ol impairment— when there is abjective evidence that evenis have occurred which:

- hh:mu!dahtlnthumm[Im:.mmm.mmmmlhummmhﬂws
Mmmmmmmlhqum-W

= Inihe case of equity instruments, mean that the carrying amaunt of these instruments cannot be
recovaned.

As a genaral rule. the carmying amount of impaired financial instruments is adjusted with a charge to the
incoms slatemant fe¢ the paricd in which the impairment becomas known, and the reversais of previously

recognised mpairmant losses, il any, are recognised in the income statameant for the period in which the
impairmant i8 reversed or reduced,

Whan the récovery of any recognised amount is considered o b remacte, thés amount 5 removed from
the batance sheet, without prejudice to any actions that the Company may initiate to seek coection of the

amount receivable untl its contractual rights are extinguished by expiry of the slatuia-ofdimitations peniod,
fargivaness or amy sither caiss;

Asf&gar:hapadn:irmalnnummmmmm&wﬁmﬂnmmﬂfﬂmum
{eradit risk), a dabt instrument |s deemed o be impaired due to insolvency when there is evidence of a
detenarabon of the obligor's ability 1o pay, either bacause it is & arrears or Sor othar reasons.

Tha possible impairment losses on these assets are pesessed:
1. Individualy, for ali Impahdduhlhm

2, Collectvely. tha Comgpany recognises an overall impairment Joss on risks classified as standard
-and, therefom, notl specificaily identified ("general alowance”). This loss is quantified by
appiication of the parameters established by the Bank of Spain based on experience and on the

Information available io it on the Spanish banking imdusiry, These parameters are modified when
tha circumstances so atkvise,

Impairment losses on aquity Instruments carmed at cost are calculated as the difference between the
caTrying amoundt ard the present value of the expected future cash flows discounted at the markat rate of

raturn for similar securities. This calculation |s based on the investes's squily per the latest approved
balance sheat.

d} Recognition of Income and expenses

Tha most significant criteria used by the Company to recognise #s income and expenses are summarised
a5 lolows:

interost incoma, inféres! expanses and similar ifems:

At @ general rulp, interes? incoma, interes! expenses and similar iterns are recognised on the basis of
their perisd of accrual, Specifically, dividends received from oiher companies are recognised a5 incame
when the Company's right 1o receive them arises.



= Cumulative annual salary growth rate: af least 2.5% {dapending on employes group)

*  Retirement ages: those relating o the sarllest dates at which the amployess are entiied to

The definad benalit obligations at 31 December 2005 and 2004 ware a5 lollows:

Thooszands of Euros
2005 200
Pension obligations 1o retired employees - -
Pension contingencies in respect of current employees 13 431
Funding
Insurance contracts with enrelated insurance companies (Note 13) 273 431
Unfunded obligations -
1.2) Post-employment weifare banefits

Tha Company has wellara mmmmmmﬁﬂmﬂMhmdmm refirement of the
empioyees enlitled to the benefits. These cormmilmants relate 10 canain current employees and ratirees,
mmmhmgmmmmmm_

The prasant values of the vasied obligations for post-employment wellare benefits are quantifies an a
case-Dy-case basis. The valuation method used for current employees is the projected uni credil method.
The actuarial assumptions used in quantifying these obligations are unblased and mutually compatie.
The most significant actuanal assumptions used in 2005 and 2004 were as follows:

*  Mortality tables: PERMF 2000 P

*  Cumulalive annual discount rate: 4%/AA corporate bond curve

*  Cumulative annual conswmer price index: 1.5%

*  Cumutative annual sakary growth rate: at least 2.5% (depending on employee group)

* Rstirement ages: those relating 1o the earbest dales at which the employess ara entified 1o
ratire.

The detail of these oliigations at 31 December 2005 and 2004 is as follows:



Thousands of Euros |
2005 2004

Post-employment welfare benefit obligations 1 -
Vested post-employment welfare berssfis

contingencies in respect of current smployees 14 7

105 o

Funding
Iniernai provisions 105 w7
Unfunded chligations i ¥

The changes in 2005 and 2004 in the present valua of the vested -amploymani welfzre banefit
obligatons were as follows: i

Thiusands of Ewros
2005 2004
Actuarial value at beginning of year 97 T
+ Interest cost 4 3
+ Normal cost for the vear & 3
- Payments made - (4]
+i- Actuarial losses (gains) (13 7
Actuarial value at end of yenr 105 .

1.3) Summary

Following is a summary of the ¢ to the 2005 snd 2004 |ne statamanis far
g Ao hanges B omE post-employment

Thiousamds of Euros
2003 2004

Interest expense and similar charges:
Interest cost of pension funds (Notes |3 and 23} i E |
Personnel expenses:
Employee welfare benefits (Nowe 13) 5 3
Contributions w pension plans 61 2
Provisions (net):
Charge w0 provissons for pensions and similar
ofligathons (Mote 13) (13 17

69 B5

Al 31 mmmwm,muummmﬂmmmmgmwmmlm

diferences between the actuarial assumplions and what had actually occurred of, where agpropriate,
from the eMocts of changes in the actuarial assumplions used. o i

2} Other commilments to employess:
2.1.) Remuneration In kind

The Company has underaken lo defiver partially or ully subsidised goods and services. The most
significant employee wellare benefits gramted by the Company, In terms of the type of remuneration and



the event giving rise to the commilment, are lvars to employees and Christmas gifts. The scope of
ﬂﬂiﬂﬂlﬂ'ﬂﬂnﬂlMWWMNM!WMWEWD.MMW.WM

portion reialing to cument employess, are accrued and seltlad annually and, therefore, no provision is
recuirad.

mﬂmmdmmlmmﬂmmWﬁMWMWWhmmmms
EUR 100 thousand n 2008 and ELIR 105 thousand in 2002, and thase amounis ware recognised with a
charge to “Personnel Expenses — Other Personned Expenses” in the accompanying income statemants,

2.2} Share-based payments

mzmﬁlmlﬂmﬁﬂmﬂmpﬂnyhadmmw-hammmmmﬁunphmmngmmwmamk
aERions of mmmmmmnymdﬂmmmw.ﬂ

hﬂmﬂtmrﬁm,:mthhhmmma:mamnlmud al
their permanant employeas for the discount purchase of Banco Bilbas Vizcaya Argentaria, 5.4, sharas.
The terms for tha first phase of the scheme consist of the apalication of an initial 4% discount on the Initial
nvestment made by employees, subject to the purchased shares being held for two years end Io the
dﬂmwufmudmi&mlunmn!hmulnnnufdwuntmmmmmmdaﬂnrﬂmmmﬂma
mﬂiniinhrnum:hamdmﬂﬂhﬂdmhmmmﬁmmmmmlmm
tm:n:mpm{:hauﬂhﬂmmm@amm-WEWaammﬁwnmm
of 4,114 sharas under ihis schame al a markel price of ELR 1488 par ghare. The outstanding balance aof
the loans granted to employees amounted fo EUR 35 thousand at 31 Decembar 2005,

N Translation differences
Functional currancy:

The Company’s functional currency is the auro. Therefore, all balances and transactions denomineted
CUrMEnCins ulrurﬂ‘mnmmamd&mmhhdarmlmh‘fnmimnuw.

The detadl, by type of item, of the equivalent euro value of the lotal assets and llabdiies denominated in
toreign currency held by the Company at 31 December 2005 and 2004, is as follows:
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Equivalent Eura Value (in
Thoasands)
005 204
ASSETS
Loans and recelvables 622 8935
Pound sterting 232 144
US dollas 202 401
Yen iBH 35
Mexican peso . 41
Available-for-sale Mnancial assets 247 247
Brazilian reais 247 247
LIABILITIES
Financial labilities al amortised cost 622 963
Pound stesling 232 217
US dollar 202 4m
Yen 188 5
Mexican pesn - 40

Transiation of foreign currency balances:

Foreign curmency transactions pedormad by the Company ars initiatly recogniged in 1he fnancial
statements &t the aquivalent euro value, transiated using the exchange rates prevailing at the transacton
date. Subsequantly, the Company translates the foreign currancy monetary balances 1o s functional
currency using the closing axchange rates,

Exchange rates

For the purpase of preparing the financial stotaments, foreign currency balances wene translated 1o suros,

taking into accounl the aforementioned criteria, at the exchange rates published by the Europaan Candral
Banlc

9] Tangible asses
Tangble assets for own use includes assets held by the Company for current or fulure use which are

oxpacied 1o be used over more than one year. Tangible assets jor own use are presented in the balance

sheet at acquistion cost ~the fair value of any consideration given plus the aggregate cash paymants
mide of committad-, ess:

1. The related accumulated depreciation and,
2. Any estimated impairment losses (net camying amount higher than recoverable amount).

mumhﬁmhmmmwmmﬂm-m-nmmmmwmmﬂmnmﬂmm

le3s thair residual valee. The land on which the buildings and sther structures stand has an indelinite lile
and, thembire, is not depreciated.

Tha lengide assel dapreciabon charga is recognised in the incoma statement and iz caiculated basically

uging the foliowing depreciation rates (based on the average years of estimated useful ifa of the various
assets):

n



Buildings and structures 2%
Furniture and other fixtures 1%
Civmputes hardwure 25%

The Company assesses at the reporting date whether there is any infermal of external indication that an
assel may be impaired {i.e. its carmying amount exceeds its recoverable amount). Il this is the case, the
carrying amount of the assel is reduced to is recoverable amount and future depreciation charges aro
adjusted In propotion fo he new rermainirg weeful iife and 1o the revised carmying amount,

Sirrilarly, if thers is an indication of a recovery In the value of a tangible asset, the Company recognses
the reversal of the Impairment loss recognised in prios periods and adjusts the hiure depreciation charges
actoedingly. In no circumstances may the reversal of an impairment ioss on an asset raise its carying
amaunt above hat which it would have il no impainmant lesses had been recognised in prior years.

Upkeap and maintenance expenses relaling 1o tangiols ases!s for own use are recognised as an expenss
iry Ehe year inowhich they are incurred,

h) Tax assets and ilabilities

The corporalion lax expanse Is recognised in the Income statement, except when § resulis from
transactons the gains of losses on which are recognised directly in equity, in which case the income tax is
also recognised in agquity.

The current incoma lax expense (s calculated as the sum of the current tax resulting from application of
the appropriale tax rate to the faxable profit lor the year {net of any ceductions allowable for tax
puposes), and of the changes in delemed 1ax assels and liabiities recognised in the income statamant.

Income Tax™ includas the amounts charged and cradited to the income statemant In connaction with the
imcome taxes aconudd in the current year and arising trom adjustments Yo tha amounts recognisad n prios
yaan.

Deductible tesnporary diffarences, arsing from ditferances batwean the carmying amount and the tax base
of an asset or liability tem, and tax credit and lax loss casylorwards giva rise to deferred tax asssts or
fiabilties. Coforrod tax assets and Eabilities are calculated by applying 1o the lemporary difference of o

the relatad 1ax credit and tax loss cammylorward the tax rates at which they are expectad 1o be recovered or
seliled,

n-mmwmﬂmbmhmmmmmmmnWMmmm

whether thay sl exisl. and the appropdate adustments are made on the basis of tha findings of the
anatysas parformad.

i Provisions

Provisions are presant cbiigations arising from a legal or contraciual requiremant, from valid expectations
created by the Company @ third parties regarding the assumption ol canain types of responsibifities or

frem the virual cerainty as to the fulere course of regulation in particular respects. especlally proposed
new lagisiation that the Company cannol avoid,

Provisions are recognised In the batance sheet when each and evary one of the lallowing requiremeants (5
met: the Company has a presant obligation resulting from a past event and, at tha balance sheet date, it
Is more liksly than not that the obligation will have to be sattied:; it is probable that 1o serte tha obligation

12



the Company will have fo give up resourtes embodying econemic benefits; and a refisble estimate can be
made of the amaount of the obégation.

i} Termination benefits

Tmmmmnummmnmmmlﬂmny has underaken to tarminate the labaur
aﬂ#qwmﬂn!mphymumr:hmdﬂﬂdhdimmmmmﬂm plan. Thare is no employes
iswnination plan making it necessary fa record a provision in this conrection.

k} Cazh flow statement
The following tems are used in the cash fliow statements with the meanings specitied:

1. Cash Hlows: inflows and outfiows of cash and cash equivalents, which are shaort-term, highly liquid
investmenis thal ane subject 1o an inaignificant risk of changes in valuo.

2. Operafing activibes: typical credit institution activities and olher activities thal are not invasing or
firancing acivifias,

3. Invesling activibes: the acquisition, sale and disposal by other means of long-term sssets and other
invastments not included in cash and cash Eduivalanis,

4. Financing activifies: activities that result in changes in the sire and composiion of equity and
borrowings thai are not operating activiles. )

Bank of Spain Clreular 4/2004 requiras that the first financial statemants preparod i accordance with this

l:hv:ul-arh:h.rﬂuammﬁ@dhcmmhrmmmwmﬂupﬂmmm
apening balances for the perod to which these finareial slalements reles,

The mconcillation of the batances in the balance sheets and income statemants i shown in Appandixes |,
W and 111 Tha defindion of certain ferms used therein is as follows:

L] Eﬁmnmhﬂamwmﬂhﬁanﬁﬂammmmmmmm
rules in force af thal date, e Bank of Spain Circular 41991,

. Eﬂmmnlnghalmmmnhammﬁuﬁmm:mmwﬂudmmm

Iﬂdmﬁan}fu:a&unaﬂfﬂmtnfEninﬂfmuhr#EMm1Januawﬂnﬂ'miﬂﬂﬁmmn
betarces,

* 2004 ciosing balances: the balances at 31 December 2004 prapared in accordanca with Bark of
Spain Circular 4/2004 in force at that date.

¥ Eﬂﬂﬁnnmlnghalmﬂwhhtmmmm:ﬁq&maﬁmﬂmmjum

and reclassifications of Bank of Spain Circular 420048 on 1 Januafy on the 2004 closing
Dalances,

3.1. Main effects of adaptation to Bank of Spain Clrcular 4/2004.

The astimatad main sffacts of adaptation to the new Circular are as lollows:

13



The Company estimatas the impact of recording the allowance for losses on loans and sdvances using

tha mathods described in Note 2.1.¢ ralating 1o the caleulation of the impaiment of Bnancial instruments
with a credit 1o aquity. '

5) Intanoible assets

The Company’s intangible assels have been amodisad in fll

4__Distribution of net profit

The proposed distribution of nat profit for 2005 that will ba submitted lor approval by the shareholders ot
the Annual General Meeting is as follows:

Thuusands
of Buros
Z0HES et profit 14,778
Distribution to:
Legal resorve 1ATE
| Volumary neserve 13300

In 2005 and 2004 the Company's Board members did not eam or receive any salaries, atendance fees or
other remuneration and the Company did not grant any advances or loans or have any pensicn or lile
iMSUTance cofmmilmenls to current or lormer Board members, except Tor a loan gramed by the Company
to one of the Board mambers in 2003. The outstanding amount of the loan was EUR 29 thousand ai 31
Decembaer 2005 {31 December 2004: EUR 36 thousand) and i earmed interest at 3.414% (31 December
2004 3.303%),

Remuneration of sanior sxecutives -

The salary racaived in 2005 by the Company's senior executive officer amounted to EUR 97 thousand,

Detail of the directors’ investmants in companies with similar

business activities and performance by directors, as
independent professionals or as employees, of similar activities.

Pursiant to Article 127.3 of the Spamish Companies Law, introguced by Law 26/2003, of 17 July, which
ammmmmzmm.dmnm.mmmmﬂwcmmu Law, in
order 1o reinforce he transparency of ksted companies, loliowing is @ detail of the companies engaging in
&n acthvity that is identical, similar or complementary 1o the activity that constitules they corporate purposs
of the Company and of the Banco Biibac Vizcaya Argentaria Group, in which the mambers of the Board of
Uirectors own, drectly or indirectly, equity interests.

14



Director

Invesies Activity Dwiership Function
Interest
Emilio de las Heras BEBVA Banking 21,049 Dfficer
Muela
Elfas Soler Vives BBV A Banking, 16719
Vicene de In Pasra BRW A Banking 9030 Oficer
Obmes
Luis Fernando BBV A Bunking 13358 Offcer
Ferreres Crespo
José Marfa Rulz de BBV A Banking 5625 Officer
Welaseo Martiner de
Emcills
Ermilio Rodrigueez BBEVA Banking 712 Officer
Sfnciuez
Atcio Uguina BBVA Banking 17,450 Officer
Famornno S
Banco Popular Banking 2,00 -
BSCH Banking 9252 :
M del Mar Rodripa BBV A Banking 2641 Chifices
Casanova
Fernando Colomina BEVA Bunking 3444
Barnueco
Rafael Ponseca Galin BEVA Bunking 13,550 Officer

Alsa, pursuant to (he aforementioned Law, sot torih below are the activities camed on, as ndepandent
professionals of as employees, by the various members of the Board of Directors that are identical,
mﬂunrmmmmmmmmummdwcm
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Director Company Funclion or
Position
Emilio de las Heras | Telefdnica Factoring EF.C, S.A. Direcior
Mueta _BBVA Officer
Elfas Soler Vives Teleftnica Factoring EF.C., S.A. Direciur
Teieftinica Factoring Do Brasil Diirecior
Vicente de la Porra BEVA Oifficer
Crimez __BCL Diirector
Luts Fernando BEVA Officer
Ferreres Crespo
José Maria Ruiz de BBvVA ifficer
Velaseon Marines de
Eecilla
Emilin Rodriguez BEVA Oificer
Sinches
Amtomio Ulguing BEVA Dificer
Zamorano
M de! Mar Rodngo BBVA Officer
| Casaniarva
6. Hisk exposurg

g.1. Intarest rate risk management.-

The Company actively manages its intarest rate risk in order fo minimise, and in centain cases aliminats,
the possible impact of changes in market inferest rates on its investment and, therefore, on the net
imarest income regoméed in the income stalemant.

Far this purposs several clearly difarentiated measures are teken, nameky:

|

For cerain transactions, the lunds required for payments 1o customers are raised through the BEVA
Treasury Department rather than using the central account (average of 30-day Euribor),

The Compaimy requests the lunds required from the Treasury Department for the time required for the
transaction concemed, thereby closing the iransaction prica and themslore fully eliminating any
possible intérest rate risk which might arise.

The parameters giving rise to this measure are as follows: a) very tight spreads, b) long financing
periods for certain transactions, and 3) large amount investmants. Obviously, these parameters ane
considersd provided that the finencing method ks not payment in arrears and that thesr reference rate
is he central account, since in this case thane would be no risk in This connection.

Daily assessmen! of the interes! rate performance. Follow-up of the European Central Bank's
expactations in respect of the foreseeabla short- and medium-term interest rate policy, Monthiy
analysis ol the Company's average spread on its contracts.

18



3. On the basis of the foregoing, the congiders the possibiity of borrowing funds from the
BBVA's Treasury Department in order fo elminate the possible inerest rate risk on cerain of the
Company's ivestment aggregates, divided into 15-day tranches once the weighted avermge nberest
rate applied to customers has been calculated for these figures.

The Comparny has an oulstanding credit lacility with a limit of EUR 2,500,000 thousand for these
transactions. The balance drawn down at 31 Decembar 2005, amounted 1o EUR 2,004, 244 thousand,

E.2, Credi risk axposure.-

Tha Company's maximum cradit risk exposure amounted to EUR 5,350,875 thousand af 31 December
2005, up 12.57% on 2004 vear-and. The broakdown of this figure between the two products managed lor
the BEVA Group shows that the increase in revarse factoring with respect to 2004 was 9.93% -this

preduct concantralas 44.59% of the tolal risk-, whereas factoring -which accounts for 55.419% of tha total-
incressed by 14.70%.

Thi customear credit fisk is broken down as follows:

_Thousands of Euros

Reverse factoring Risk Eactoring Risk

2005 2004 2005 2004
2,390,005 2,174,001 2,569,670 1587184

AL 31 December 2005, the tola! past-due balance amounted to EUR 55,003 thousand as a result of the
special festures of the products managed by the Company and of the Bank of Spain regquiations in Ihis
connegction, which affect the recording of prowisions, A distinction must be drawn between past-due
balances recaivable from the privete seclor and these receivable from the public sector, The fomar must
be prowisionsd oo the basis of the age of the past-due balances (basad on the schedule set by the

regulator), whereas those reiating to the public sector are not provisioned. Therefore, the detadl of the
atoremantioned past-dua balance is as lolows:

Thousands of Euros
Past-Duey Provision
JiMis 2004 2005 2004
Private sevior 70056 3,768 3.927 2211
Pablic sector
Central government 564 15% =
Autonomous Community povernments 44,1140 nnm -
Local governmenis 3273 1,354
47047 32585

However, these past-dues can ba deemed to be technical non-performance since they arss mainly from

the long payment perods of the publkc sactor rathér than from an aclual non-performance which may
entail 4 ioss lor tha Company.

Notaworthy = the targe amount of the past-dues from autonomous community govemnments which arises
lrom the tacloring transactions performed on various aulonomous community agencies managing the
pubsc health care system. The past-dues relate mainly to the long payment periods of some of thase

agencies. The reasons are multiple depending on tha sutonomous community concemned, but they are
summarised as follows:

i i




* Long intermal adminstrative processos at aach health agency which antailz that the invoice
accounting perod takes bebwean 90 and 160 days.

=  Orica the meoice has been accountsd Tor 4 must be approved and the approval parod is guite
kong (batween %0 and 350 days),

*  Finally, a budget item must be assigned 1o the expenditure, and funds must be available 1o maks
the relaled paymarns.

Cansequently, the fotal past-dus ratio wae 1.00% al 31 December 2005, whareas that redating only to the

private sector was 0.13%. This gave rise 10 an increase with respect to 2004, a year in which the past-dua
ratio was 0.75% and that of he private sector was 0.08%.,

hmhhmﬁmﬁ:&mﬂﬂmmmnmwﬁhmimn!mmmmhumn
aulcnomeous communifies, which account for approdmately 959% of the total figure. The size and
managemant of this business can bo assessed taking into aceount three data for 2005 -

* Totsl recevablas assigned for collection from the public health care system: EUR 897,800
fcasand,

" Tl:tI-HmmmmmmuhummMMHMMMWMHmﬂmﬁn
easigned to the Company: EUR 1,025,100 thousand,

= Total baiance at 31 December 2005, of recsivables sssigned to the Company for collaction from
health care sanices: EUR 344,500 thousand.

The increasa in the past-due halance from the privale sector is dus to twn bankmuptcy proceedings far
nontraders in which BEVA 1 also a creditor: Transportes Continues Intariores, for EUR 3,008 thousand
(EUA 2,294 thousand allocable to 2008} and Red Elfle Elecirodomesiicos, lor EUR 727 thousand [alf the
figute is allocable 1o 2005). A provision of EUR 2,516 thousand has been racorded in cannection with the
first preceeding, since a poarion of the debl may be recoverad, and a 100% provieion has bien recorded
lar the second proceading.

mwwwm-@:mrmwwmcm-mmﬂn 3,927 thousand
[53.68% of which relate to past-dues from tha privale sector).

I Cash and balances with central banks

The breakdown of the balance of "Cash and Balanzes with Central Banks”® in the bolance sheets at 21
Decembar 2005 and 2004 is a5 follows:

| Thousands of Euros
| 2005 2004
\Cash N |
Balances with the Bank of Spain (*) 30 30
32 i1

{7} Incluging demand accounts,



B.__ Loans and recaivables
8.1, Breakdown

Thcmmwwﬂulmmwlmmt.Hﬁnhmdﬂﬁumlnmmmmmm
Decembar 2005 and 2004, is as follows:

Thousands of Euros

2005 2004
Loans and advances w credit institutions [*} 1,141 5.7
Loans and advances to customers 5433744 4,811,822
Cither fimaninl assets |4 B

B A3 4,817,565
Less — Impairment losses (96,122) (80,984)

5338277 4,736,581

") Instudling demand sccounts.,

B.2. Loans and advances to credit institutions

Tha breakdown, by type of financial instrument, of the balanca of this Nern in the balance sheets at o
Decamber 2005 and 2004, ks as follows:

Thousands of Euros
2005 2004
Time deposits 2 70
Demand deposits 1,138 55665
1,141 5735
Liss — Impairment losses - :
1,141 5735

B3 Loans and advances o customars

The breakdown, by loan fype and status, of the batance of this fem in the balance sheets a 31 Decambar
2005 and 2004, disragarding the balance of impairment losses, is as lollows:

Thousands of Euros
2005 2006
By loan type and status
Fuctoring and reverse factoring transactions 3359875 4.761.1B5
Criheer termy boans 1.139 BB
Receivable on demand and other 13672 23,406
Impaired assels 55,003 36,353
5449689 4871752
Less- Valuation adjustments- Accrued interest {16,445) 19,930}
5433,244| 4.811.822]




mmm.wmﬂmmwmm.mw-&mﬁgmmﬂ Facloring
Transactions® account in the foregoing detail at 31 December 2005, s as follows:

Thousands of Euros
2005 2004
Type of risk-
Recourse transactions 258,981 115,375
Mon-recourse ransactions-
In euros 5100281 4545038
In foresgn currency 613 Ti2
5359.875]  4.761,185
Tronsaction type-
Factoring 2,841,990 2,386,790
Reverse facioring 2,300,005 2174 001
Owerall factoring 127,880 0394
SA5%B75]  4.761,145

The broakdown, by acthily sector of the bomower, of “Loans and Advances to Customers® at 31
Dacember 20035, disregarding vaiuation adjustrments, is a5 follows: -

Thousands of Euros =
MNon-
Fesident Resident
__Bormowers | Bomowers Tonal

Public sector 1.295.197 -l L2951
Manufaciuting 1,459,781 6E.BES|  1.524,666
Rea] estate and construction 1,042,459 -1 1042459
Retailing and fisancial services 621,777 . 621,777
Cither 96444 1,146] 961,590
5.379.658 70031] 5449689

Tha breakdown, by activity sector of the bormower, of “Loans and Advances Io Cusiomers® at 31
Drecember 2004, dizregarding valuation adjustments, is as follows:

Thausands ol Ewros

Han-

Resident Resident
Borrowers | Borrowers Tl

Pablic sector 1.373,59<0) - L373840|
Manufocturing 1.255,198 77,063  1,332.386]
Renl estate and construction 741,012 2 741012
Retailing and financiial services 633,377 - 638,377
Other 739,062 T39,062)

o 1
4,744,589 171,163] 4,821,752




The breakdown, by geographncat area, of this item at 31 December 2004, disregarding valua
adjustments, is as follows: R e
Thousands of Euros
2005 2004
Eurnpe 5447001 4819802
United Seotes 531 09
Latin America S0 1,624
Rast of the world Ba7 17
SA49680]) 4821752

Note 10 to the financial statements contains a detail of the scheduled maturities of these assets at 2005
and 2004 year-gngs,

B. 4. Impaired assels and impairment logses

The changes in 2005 and mwunMammmm—lmﬂmwhmm
detell werg a5 iollows:

Thousands of Furos

2005 | 2004
Balance at beginning of period 36,353 22 376
Aulditions 2A9T 163  |6H.858,668
Reversals (2.478,199)| (16,844,354}
Wrillen-off assets {3141 {23T)
Balunce st end of period 55,003 36,353

'rl'l'wMMlnmuMmﬂhnIWMMMMMmMMrmm“



Thousinds of Euros
2HKE 2004
Balance at beginning of period Bu.984 63,276
Additional impairment charped to
income statement 22,670 15,685
Reversal of impairment charged to
income statement (5013 (71977}
Write-olf — Use af provision
(% g

Onher changes A5} £
Balance at the beginning of period 96,122 50,984

Of which: |
FTndividuaily azzessed 327 221
Colleciively astessed Q2 a8 78773
OF which
By asset covered

Loang and advances te cusiomers o, 122 B, 84
O which
By geographical area
Europe 06,122 80,954

96,122 80,984

The recoverias of Dalances previously written off amounted to EUR 84 thousand in 2095 and EUR 5
thousand in 2004, and are presented as a deduclion of the balance of “imgairment Losses (nel) - Loans
and Receivables” in the accompanying incoma statements.

Assets writen off in 2005 because their racovery was desmed to be remote amounted to EUR 314
thousand in 2005 (2004 EUR 237 thousand),

Al'31 December 2005, thene was EUR 1,000 of intarest income sarned which was not recognised in the
incoma statament because there were doubts as 1o s collectivility (31 December 2004; nil),

The balance ol “Available-tor-Sale Financial Assats - Other Equity Instrumants” in the accompanying
balarce shests al 31 Dacember 2005 and 2004, related 1o o 10.25% interast in the share capital of
Telelénica Factaring do Brasil, Lida, These sacurilies are naol listed,

The detad, by listing status, of this ifem in the acgompanying balance shest is as follows:



Thousands of Enros
2005 | 2004
I
By listing status l
Unlisted 247} 247
Less — Impairment boss i34} j44)
203 203

10. Tanglble assets and Intanaibie assets

mnmlnmﬁmmnﬁmkWhmwum: shewls, Remsed by
Type of asset, were as fodows:

Thousands of Euros

Computer Furniture | Buildings and

Hardware | and Fintures | Structures Tital
Cost, net of nilwance-
Balance at 1 January 2004 433 1% 2,663 3,342
Addivdons 51 3 # 54
Disposals ! . {2.663) (2.663)
Balance at 31 Decomber 2044 484 ug . TE3
Additions 17 r . 19
Disposals - : - :
Balsnce at 31 December 2005 s01 301 - e
Accumulated depreciation-
Balunce at | January 2004 {369) (233) (465) (LO6T)
Depreciation charge (42) [ 1 {5) {37}
Disposals - . 47 470
Balance at 31 December 3004 (411} {243} {6541
Deprecingion charge (3% { Ly - {48)
Drisposuls = £ g 3
Balance at 31 December 2005 (449) (253} - (TOZ)
Met balance at 31 Decensber 2045 52 3H - 100

In 2004 the Company amortisad in full the intangible assets acquirad in that year amounting to EUR 989

Thowusand,

Fully depreciated assels amounted to EUR 428 thousand al 31 December 2005 (31 December 2004:
EUR 406 thousand). The Company caries on its business actvities basically in properties cwned by

Banco Bllbas Vizsaya Argentaria, $.A., and a rental expense of EUR 124 thousand was recognised in this
respact in 2005 (31 Decamber 2004: 113 thousand).

The braakdown of the balances ol these items in the accompanying balance sheets was as follows:



| Thousands of Euros
N5 2004
Prepayments and accrued income:
Prepayments 44 4%
[ Other sccruals 2469 2 464
2513 2512
Accrued expenses and deferred income:
Accreed 921 Q36
Other accruals 3146 &, 708
6,667 T.644

The braakdown of the balances of *Financial Liabilities at Amortised Cost” in the accompanying balance

sheets is 4% follows:
Thouasunds of Enroy

L ] 2004

Depesits from credit institutions 5014 8861 4431087
Caher Anancisl labilities

Facioring payahles 143,596 139394
Reverse factoring pavables 1.531 576
Dithir fems 1310 dgr
145,857 140662
5,160,743 | 4,571,759

12. 1. Deposits from credit institutions -

mahmm.wmﬂmmm.mmmur*ﬂmm Credit Inghitutions™ in the

accompanying balance sheets is as foSows:

Thuusands of Euros
2015 21
Time deposits 4,991,771 4402212
Dther deposiie 12,166 ¥
Valuation adjustments 10429 B.RA6S
5.014.886| 4,431,097

The detall of the batance of “Time Deposits” in the foregoing detad is as follows:



Theusands of Euros
(Batonce Drawn Down)
2005 2004 Limnit Mty
Financing account with Banco Bilbuo
Vizcava Argemlaria, 5A. 2987527 [ 3,015360 (Undefined | Undefined
Credii facility from Banco
Bilbao Vizcays Argentarin, S A, (%) 7.268 - 25000 | May 206
Creddit faciliny from Banco
Bilbao Vizcays Argentaria, 5 A.(%) 2918 - B0 My 2006
Credin facitiny with separste drawdowns from
Hanco Bilboo Vizcaya Argentaria, A
2.004.244 | | 406,472 | 2.500,000 Juzpne 20HHD
4,991,771 (4422232

) Banco Bilbao Vizcaya Amentada, S A resarves ine fight 1o aliow drawings in excess ol the credit limit in
exshande for addiional imenest ol 2%

Tha financing sccount and the credit facilities shown in the foregoing detail bear interest al Rating rates

12lﬂ la Euribor, ranging fram 2.1% 1o 2.4% at 31 December 2005 (31 December 2004: from 2.04% o
AT,

The balance of *Other Deposts” relates in full to depeosits placed by customers resident In Spain,

13 Provisions

mmwmmmwmmmmmm Decembar 2008 and 2004, s as

Thousamnds of Ewns
2005 2004
Provisions for pensions and similar obligations (Note 2-¢) 328 528
Cither provisions 4,075 4,565
4,403 24093

“Provisions — Dther Provisions® includes the amount recognised to mest probable or cenain labilities
arigang fram litigation in progress of undeterménad amount.

The Company's directors consider that these were ng material contingancies at 31 December 2005, that
might atfect the Company's equity or nat pegiil,

The changes in 2005 and 2004 in the balances of "Provisions for Pensions and Simitar Didigations” and
of *Other Provisions” in the accompanying balance sheat were s loikows:



Thousands of Exrps
Provisiens
for Pensions
and Similar Dher
Obligations | Provigions Total
Balance at 1 Jonuary 2004 513 2.5HE 3117
Charges to the income statemenl:

Additional provisions ) 2 400 2.507

Interest expense and similar charpes (Notes 2-¢ and 23} 3 - 3

Personnel expenses 3 3
Reversal of provisions with a credit to income statement:

Revermls (480} (4B
Ammoun used 4] {33} (37
Other changes {143 - {14}
Balance at 31 December 204 5I8 _ 4,565 5,093 |
Charges to the inoome stalemeni:

Addinenal provisions i1y - (8)

Interest expense and similar charges (Notes 2-¢. and 23) i - @

Pemonnel expenses 5 - 3
Transier 10 bad debis : {4540} (490)
Other changes (208} - (208}
Balnnoe at 31 December 2005 328 4,078 4,403
O welich:

Provisigns for aff-balance-sheet rizks - -

Oeher provisions 328 4,073 44003

28 | 4,078 4,403

WHEWMNEWMMMMWWMMMMMWM'Hm
recognisad undar “Interest Expense and Similar Charges”, *Personnel Expenses” and "Provisions (net)” in

the income statement for 2005 amounted 1o ELUIR 4 thousand, EUR 5 thousand

respactivaly (2004: EUR 3 thousand, EUR 3 thousand and ELIR 17 thousand, respectively).

Eml;! EUR {1) thousand,

14, Changes in equify
Thousands of Euros
Share Profit for
Capital Premium Reserves | the Year Equity

Balance at | January 2004 26,874 03,180 13,432 7817 161,303
Apprupriation of prior years' profi - . (TR .
Prulfit for the year - - - Q9,720 8,720
Balunce at 31 December 2004 26,874 93,180 41,249 9.720 171023
Appropriation of prier years' profil - . (27200 -
Profit for the vear - - 14,778 14,774
Balance at 31 December 205 26,874 93,080 | 50969 | 14778 | 1ss8m;




13, Share capital

At 31 December 2005 and 2004, the Company's share capital amounted to EUA 26,874,430.23 and
consisted af 7,444,443 registered shares of EUR 3.61 par value each, all with the same rights, fully
subscribed and paid by Corporacidn General Financiera, S.A, excepl for one share held by Cidpsss
UMD, 5.L. {both Banoo Bilbao Vizcaya Argentaria Group compantes),

16. Shars premium

The Consolidated Companies Law expressly permits the use of the share premium account balance to
inorease capital and establishas no specific rastrichons as 1o its use.

17. Reserves

The breakdown of “Resarvas” in the accompanying balance sheets is as Tollows:

Thousands of Euros
Share Legal Voluntary
Premium | Reserve Reserve Totl

Balunce at 1 Janoury 2004 93,180 1,835 29,537 124,552
2003 prafit - T8l 1056 TRLT
Adustment due to adaplation io Bank

of Spain Cireolar 42004 - - 2 2.060
Balance ut 11 December 2 93,180 1al6 Ju.633 134,429 |
20 profic - 752 2,568 9720
Balance at 31 December 2005 93,180 3368 47 001 144, 148%

17.1. Legal reserva:

Urder the Consolidated Companies Law, 10% of nat prefit for each year must ba transferred to tha legal
resenie untll the balance of this reserve reachias 20% of the shara capital, This limit had been reached by
BBVA Facloring, EF.C., 5.A. at 31 Decomber 2005. The legal reserve can be wsad 1o increase capital

provided that the remaining reserve balance does nof fafl below 10% of the increased share capital
amount,

Excepl as mentioned above, untll the legal resarve sxceeds 20% of shara capital, it can only be used 1o
offset lossas, provided that sufficient other reserves are not available for this purpose,

18, Tax malers

Tha Company files consolidated tax retume as part of the consolidated tax group n® 2082, tha parent
compary of which is Banto Bilbao Vizcaya Argeniaria, 5.A, On 30 December 2002, the a
natilfication was submitted to the Ministry of Econemy and Finance 1o extend indefinitely the Company's
tamation undar the consolidated taxation regime in actordance with current reguiations.

Addstionaily, at 31 December 2005, the Company had 2002, 2003, 2004 and 2005 open for review by tha
tak inspection authorities with respect 1o tha main taxes apphcable 1o 1,



Tha reconciliation of the income tax charge, calculaled from accounting profit belore taxes, 1o the tax
Bxpanse recognised for the penod from 1 January 2305 to 31 December 2005, is as inliows:

Thousands of
Eurgs

Accounting profit before fases LT
Decrease due 1o permanent differences (509
Increases (decreases ) due 1o lempomry differences:

Aurising in the curren! year T30

Arising in prior yenss [4H)
Taxable profit 28934

Tne Company recognisad EUR B thousand jn 2005 as an increase in the corporation tax expansa, relating

1o the effect on the corporation 1ax charge lor 2004 eectively sathed in accordance with the tax system
tor groups of companias.

The balance of “Tax Liabiliies - Currant” in the accompanying balance sheets includes the llability relating
I the vanout applicable taxes, ncluding EUR 2,446 thousand of 2005 corpormation tax payehie on 2005
profd, nat of the prepayments end withholdings mace during the year (ELR 8,031 thousaind).

Pursuani to Bank of Spaln Circular 42004 and related provisions, the defarred tax assats are recognisad
unider “Tax Asseis” in the accompanying balance sheets and amounted to EUR 19,230 thousand and
EUR 16,241 thousand at 31 December 2005 and 2004, raspectively. Delermed tax assets arcss mainly

frem the period provision for bad debiz and from the adaptaion o the new accounting ndes and
standerds, E

The varying interprelations which can be made of the tax regulations applicabla 1o the opamations
performed by the banking industry in the open years might give rise 10 certain contirgant tax lEbikiies that
are not suscaptble to chieclive guaniification. Mowaver, the Company's directors and is tax sdvisors
consadar thal the likelihood of these contingant liabidties matenalising ks remole and that, i any event, the
tax debi which might anss therefrom would not matarialty affect these linancial statemeants,

19, _Residual maturily periods

The breakdown, by maturity, of the batances of carfain ibems in the balance sheets at 31 Decembar 2005,
i a5 foflows;



Thousands of Euros
Within | Fio 3 T2 Tws After 5
Demand Manth Manths Momihs Years Years Tuotal
ASKSETS
Cash and balances with central banks 3z - - 12
Loans and receivables
Loans and advances 1o credit institutions (*) 1141 % : - - 3 1144
Loans and advances i cusiomers 33306) 1696953 1.654.111 | 1,868,639 112,032 Bl 648 | 5,449 580
Investrnents L 4 E : z = B
LIABILITIES
Finuncial fiabilities 3t amartised cost '
Depasits from credif institutions () 2.590.714 ®24.921 266571 H22 558 B3, 7040 G484 5003957
Other Timancizl labilities 148 589 . . . - - |48 3841
Other assed items less Hability ivems 244,171 - : - 244,171 I
("} Inciusding demand accouris.
(] Ineduding cresit nanaing accounts.
The breakdown, by maturty, a1 31 December 2004 is as fallows:
Thousands of Euros
Within | lio3 3 il I 1 § After 5
_ Demand Month Muonths Monihs Years Yeury Tl
ASSETS
Cash and balances with central banks 1 - - - - 31
Loans and receivables
Loans and sdvances 1o eredit institutions (%} 5,735 . . . - . 3735
Loans and advances to customers 220951 1,274,144) 1,536,232 | 1,854,343 98, 584 36,3547 4,821,752
Investments l - - - * f J
LIABILITIES
Financiai liobilities ar amartised eost
Deposits from credit institutions (=) 305360 437134 273485 | 605375 90578 = 4422232
Other financial liabilities 141,745 - - . - 141,745
Oither asset items less liability items 240,150 : : = - 240,150/
|
(| inctuding Bemand accounts.
1**] Inghsding credit financing accoums.

Fellowing |s a sormparison of the camying
thair respectiva falr values at year-emnd:

mmmm finrancial assets and RabiFes and



Thousands of Hurps
2005 2004
Carrying Carrying
Amount | Fair Value | Amount | Fair Value
ABSETS
Cash and balances with central banks {*} 32 32 31 3l
Lezians and receivabies 5338277 5338277 4,736,581 4,734581]
LIABILITIES
Financial labilities at amortised cost 5.163,775| 5,163,775] 4572011 4572010
") Insiudes desmand aooouris,
The breakdown of this fem |s as follows:
Thousands of Euros
2005 2004
Conelitional bills and other securities received for
collection 2406 546 2034657
Commercial hills received for collection £31.388 596,571
Other securitics received for collection 1. BG5S 458 1,437,781
Unfunded factoring amoumt 102,660 67,7648
Reverse factoring transuctions [.762,770) 1,369,956
{hther 24 27
1496840 2054,652

21.2. Other off-balance-sheet ilgms
Tha breakdgwn of this ilem is as follows:
Thousands of Euros
2(MXS 200
Write-off assets 15,0057 14,924
Past-due income on doubtiul assets 1 =
{Conditional bills and other securities received jor
colbection a2.780 102,756
Documents securing wansaclions 10,756 19,759
Dieprsit avcounts 58,885 13,259
Cuarnmiess peceived 67,084 102,293
Registration sccounts (unrestricted) 2AMLE1D 2072482
Contrel sceounts 0662 G454
2,655,003 | 2.434.967




23, Interest and simjlar incoms

The breakdown of the interest and similar income earnad by the Company in 2005 and 2004 is as follows:

Thousands of Euros

1005 206
Loans and advances to customers:
Public secior 17.574 18,363
Resident sectar HE 334 77 50100
Mon-resident sector 521 245
106,437 | 96,248 |

?mu_wwﬂmm.mmmmmwmmlmmmmhmwm.
ag loflows:

Thousands of Furos
NS 2004
Favtoring ranssctions-
Public sector 613 -
Resident sacuor 48,719 44,927
Mon-resident sector 521 256
Reverse factoring transactions-
Pubfic secios 16,944 1,363
Resident sector Jus52 32,700
Oher T8 17
106,437 96, 248

The: breakdown cf this llem In the accompanying income statements s as follows:

Thousands of Euros
2005 2004
Deposits from credil institutions | *) 79,186 71,18
Cost allocable to provisions for pensions
{Bome 13) & 3
Diber interest expense - 1]
79,190 TL71%

{") Relates b demand accounts,

a




24,_Income from eqully instruments

The balance of this caption in the income satement for 2005 relates 1o the dividends received from the
investment i Telefdniza Factoring do Brasi, Lida.

Tha breakdown of *Fee and Commission Income® and of “Fes and Commission Expensa® in tha
BCCOMpanying income statements is as Tollows:

Theusinds of Euros
2005 2004
Fee and commission income
Factoring transactions 0,535 9542
Reverse factoring ransactions 7878 6,560
Other fees and commissions 52 38
18,461 16,4440
Fee and conunission expense
Fees ussigned o third parties 401 195
(ther fees and commissions 217 |
618 39
28. Personnel expenses
The detadl of “Personnel Expanses” In the accompanying income statements is as follows:
Thousamds of s
2005 2004
Wapes and salaries 3,833 3439
Social security costs 740 T
Contributions to external peasion funds (Note 2] Al )
Termination bencfits - i
Crher personnel expenses 130 10
4,764 449
The average numbsr of employess in the Company. by professional category, was as Ioilows:
Average Number of
Emplovess
205 200
Manapers L] 4
Supervisors 7 10
Clerical siaff 64 fi2
Bl Th




Thae breakdown of the balance of “Other Genaral Administrative Expanses” in the income stalement is as

folicrars:
Thousinds of Enros
a5 20

Techanlogy and sysiems LR 252
Communications L 13
Advertising I |
Otsourced adminisicative
REFVIDEE 1,355 1,181
Property, fixmures and supplies 198 200
Taxes otier than income 1ax (54 24
Crher administrative expenses 410 41

i 2,791 2,093

The batance of “Other Administrative Expenses” includes the fees paid by the Company o s audiors.
which amountad 1o EUR 42 thousand in 2005,

28, Other gging and Other logses

ﬂabdmm{dﬂmHWmdwm‘mﬂmmnﬂnu income statemeont at 31 Decamber
2005 redates to the regulansation of prior years' balances,

Tha balance of “Other Gaing® al 31 December 2004 inciudes the gain on the sale of a bulding on 18
February 2004

28, Trensactions with Group enfities

The balances of the main aggregates in the consolidated financial Etalements arsing trom tha
Irensactions carried out by the Company with Banco Bilbao Vizcaya Argentaria Group companies, which

consist of ordinary business and financial transactions caried out on an armm's-langth basis, in 2005, amne
as lolows:

Thousands of Euros
2005 200
BALANCE SHEET:
AS5ELE-
Loans and advances w eredil imstitations 1141 5715
Linbalities-
Deposits from credit institutions (Note 12 5014886 | 4431097
Corporaticon tax payable o BEVA (Moie 18) 2407 5449
INCOME STATEMENT:
Dbt
Inesest expense and similar charges (Note 23) To, 1S TLTIE
Property rental expense (Note 27} 124 113




These linancial slatements are presented on the basis of IFRSs, as adopled by the European Union,
Cartain accounting practices applied by the Company that conbarm with IFRSs may not conform with other
generally accopted accounting principies.
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The tolal past-due rlioc was 1.00% ol 31 December 2005, whareas that relating only 1o the privals
sactor was 0. 13%.

Tha increase in the past-due balance from the private seclor is due 1o two bankrupicy proceedings for
nontraders in which BEVA is aiso a credilor, Transpones Conbinuos Interiores, for ELIR 3,008 thousand
{EUA 2,288 fhousand allocabla to 2005) and Aed Elite Electrodomésticos, tor EUR T27 thousand (a1
thez gure is allocabie to 2005). A provision of EUR 2,515 thousand has besn recorded in connscton
with the firsl procesding, since a portion of the dabt may be ecovered, and a 100% provizion has been
recorded for the second proceeding,

B B

BEVA Factoring perorms active interest rete risk management for the purpose of minimising, end in

certan cases eliminating, e possible impact of changes in market rates on its invesiment ang,
consequantly, on the net interast ingome shown in the income statemend.

Several cloarly differentialed actions are taken lo achieve this goak: 1) to oblain the lunds requited for
cerain transactiona from the BBVA's Treasury Depanment; 2) to monitar the changes in intermst rates
by loliowing up the expectations of the Europaan Caniral Bank with respect 1o the foresesable inferast
fele pokcy ol short and medium lerm; and 3) to consider the possibility ol requesiing tunds from the
BEVA's Treasury Depanment lor cenain balancas which, becauss of e term or price apphed to
custormrs, might ba aifacied by the estimated inlarest rates.

Minigiry of the Economy (currently Ministry of Economy and Finance) Order ECOI724 of 11 March 2004
{Spanish Slala Gazetle no. 72 of 24 March 2004) came inlo force on 24 July.

Aicle 5 of the BEBVA Group's Rules on Customer Ombudsmen in Spain, which were approved by tha
Board of Dwectors of Banco Bilbao Vizoaya Argentaria, 5.4 -tha parent of the BBVA Group— on 23 July
2004, and fo which BBVA Factoring E.F.C., 5.8 has gdhared by ratificaton of #s Board and n its

capacity a5 a8 Banco Bibao Vircaya Arjentaria, S.A. consolidated CGrowp entity, reads as follows (in
transiation):

1. Tha Customar Care Service and the Customer Ombudsman shall submél 1o the governing body
of wach entity concemed, within the firsl quarter of each year, an explanatory report on thair
sarvice performance in the preceding year, sddregsing the matlers to be reparted by each enlity,

This report, a summary of which shall be inchudad in the annual repart of the entity, shall contain
al loast the following tems:

a) A stalistical summary of the claime and complaints handled, disclosing the number of clnims and
complaints received, the number processed and the reasons lor rojecting them, matters raised
and grownds for the claims and complainls, and amounts imohad,

B} Summary of the linal resolutions, indicaling whather the compilaints were resolved in favour oe
agains! fhe parson submitting them and the cases in which intormaton or clardfications were
ssmply provided,

) General grounds for the resclulions.

d)  Hecommencations or suggestions dedving from the Deparment’s axperence, with a view 1o
belter attaining the aims af its work,

2, Addiionaily, the Customar Cara Service and the Cusiomer Ombudsman shall submit to the
Board of Diractors of BEBVA, within the first quarter of each year, a joint axplanatory report on all



tha BEVA Group entities containing the information set forth in paragraphs a), g} and dj and
staishical information on the resclutions in favour and against the parson submiiing them

As raguired by the afcrementioned Aricle, the Manager of the Customer Care Sarvice submits 1o
tha Boand of BEVA Factoringthe loflowing activity report.

Aclivity reper

The purpose of this repert on the activity of the Custorner Care Servica is to report on the complaints
handiad in the pariod from 1 January to 31 Dacember 2005,

Without prejudice to the functional activity rlating the processing and management of claims and
camplainis that may have been parformed by BEVA'S internal units or dapartments, whose activity |s not
ircluded in the scope of this report, at 11 Januany 2006 [the closing date for consolidatad data on the
activity of tha Customer Care Serice of the BEVA Group) no complaints had been submitted by
customers 1o BBVA Factoring EF.C., 5.A. related to the functions discharged by this Service.

Since there were no complaints relating 1o BEVA Fagtordng EF.C., S.A., this Customer Gare Senvice
cannot provide any detadl thermof and, therelore, no recommendations on good banking practice
principles or enterls can be made.

Consequently, the absance of claima or complaints submitted to this Customar Care Service against
BEVA Factoring EF.C., S.A. can only be assessed positively in the sense that its customers felt no
nesd 10 e possibie claims ar complaints with this Deparnment.

BESEARCH AND DEVELOPMENT
Iri 2005 the Company did not perform any resaanch and developmant activities.
THEASURY SHARE TRANSACTIONS

The Company did nol perfomm any treagury share lransactions in 2005,



