CAJA MADRID S.D. FINANCE B.V.
for the year ended December 31, 2006

Financial Statements
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REPORT OF THE MANAGEMENT

The management herewith presents to the shareholder the annual accounts of Caja Madrid 8D Finance
B.V. {hereinafter “the Company”) for the vear 2008,

General
The Company is a limited liability company incorporated under the laws of the Netheriands on March 16,

1989 and acis as a finance company, issuing debt obligations guaranteed by Caja de Ahorros y Monta de
Piedad de Madrid {"the Parent") and lending the proceeads to the Parent.

QOverview of activities

in January 2002, the Company issued Euro 214,500,000 Interesi-Bearing Subordinated Bonds due 2041,
uncoenditionally guaranteed by Caja de Ahorros y Monte de Piedad de Madrid.

The proceeds from issuance of Subordinated Bonds were lent to the Parent in the form of iong-term
deposits.

The Company has contracted appropriated financial derivatives instruments fo adapt the financial risk of
its assets and liabilities.

Categories of Risk

Thea most important risks assumed by the Company are specific risks (credit risk, market risk, liquidity risk
and operational risk) and reputational risks, as well as risks arising from the general business
environment.

Risk Management

The policy of the Company is to continually assess the appropriatenass and reliabifity of its quantitative
tools and metrics used to measure, manage and report risk in a changing risk environment.

Resuits

The Company's 2008 net revenues in interest rate products amounted to EUR 15,741 thousands at
yearend, which means an increase of 572% over 2005 figures, driven by higher margins in foans to
narent company. With regard to the expenses, they mainly comprised the interesis accruad for an amouni
of EUR 14,580 thousands from the Subordinated Bonds issuad by the Company.

The fotal value of the assets of the Company as at December 31, 2006 amounts to 270,848 thousand of
BUTGS.

The result fa{_'tbe pericd 2006 amounts t© a profit of 349 thousend euro,
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Future cutiook

The management is of the opinion that the present activities will be maintainad during the next financial

year.

Amsterdam, July 20, 2007

e Statufory directors:
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SALANCE SHEET AS OF DECEMBER 31, 2008

CAJA MADRID 8.D. FINANCE BV,

{after appropiation of net result)
{exprassed in thousands of Eures)

Dacember 31, 2006

December 31, 2005

ASSETS:

Nor=Current Assets:

Loans to parent cormpany {Note 3} 214,506 214,500
Deferred interest income (Nate 7} 54,855 44,205
Total Non-Current Assets 269,455 258,705
Current Assets:

interest recelvable on parard company 116 72
Cash and cash equivalents 1,277 928
Total Current Assets 1,393 1,800
TOTAL ASSETS 270,848 259,708
SHAREHOLDER'S EQUITY {Note 4):

Crdinary Shares 18 18
Retained Eamnings 1,221 872
Total Shareholder's equity 1,229 B30
Non-current Liabilities:

Suboerdinated Bonds (Note 5) 200,463 200,078
Accrual accounts and others (Note 8) 689 101 58,701
Total Non-Current Liabifities 269,564 288,777
Cureent Lisbilities:

Taxes and other current liabiities (Note 8) 43 38
Total Current Liabilities 45 38
Total Liabiiities 288,809 258,315
TOTAL LIABILITIES AND SHAREHOLDER'S EQUITY 770,648 720,705

The accompanying notes 110 10 are an infegral part of these financial statements.
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CAJA MADRID S.0. FINANCE B.V.

& STATEMENT OF INCOME FOR THE YEAR ENDED

DECEMBER 31, 2006

{expressed in thousands of Euros)

&

- 2006 2005
@ Income:
interest income from parent company 6,820 5,042
ﬁ Derivatives income from parent company 8,321 9,273
Net interest and other income 15,141 14,315
% Expenses:
@ Interest expense {14,580) {13.814)
- Other operating expense (56) {84)
@ Total expenses (14,646) {13,598)
income before taxes 495 317
@ Corporate tax income {148) {228}
@ Net income for the year 349 a9

The accompanying notes 1 to 10 are an Integrat part of these financial statements.
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CAJA MADRID 5.D. FINANCE B.V.

b

STATEMENT OF CASH FI.LOWS FOR THE YEAR ENDED

BECEMBER 31, 2006
drawn up by the indirect method

(expressed in thousands of Euros)

& & B

¥

20086 2005
@ CASH FLOWS FROM OPERATING ACTIVITIES:
Mat income 349 88
@ Adjusiments to reconcile nef income fo net cash provided by opserating activities:
: Interest receivable on parent company (44) -
L Deferred interest income 11,174 11,797
@ Accrual accounts and others {11,137 (11, 78%)
Taxation and other current liabiities 7 {455)
@‘: Net cash provided by {used in) operating activities 349 {358)
@ CASH FLOWS FROM FINANCING ACTIVITIES:
isguance of Subardinated bonds - -
@‘ Derivatives - -
Others - -
@ Net cagh provided by (used in} investing activities " -
6@ CASH FLOWS FROM INVESTING ACTIVITIES:
Subordinated deposits lent o the Parent - -
@ Cornrmisions paid - -
Net cash provided by (used in} financing activities - -
8) .
Met decrease in cash and cash squivalents 348 {358)
Cash and cash equivalents, beginning of year 928 1,236
CASH AND CASH EQUIVALENTS, END OF YEAR 1,277 928

&

The accompanying notes 1 te 10 are an infegral part of these financial statements.
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CAJA MADRID $.D. FINANCE B.V.

Notes to the Financial Statements
for the year ended December 31, 2006

GENERAL

Caja Madrid 8.5. Finance B.V. (the “Company”}, is a wholly owned subsidiary directly of Caja de Ahorros
y Monte de Piedad de Madrid (a Spanish saving institution, the “Parent” and part of the Caja Madrid
Group). The company was established on March 16, 1999 as a private company with limited liability for an
indefinite peried of time under the laws of The Netherlands,

The principal executive office of the company is Naritaweg 165 Tslestone 8, 1043 BW Amsterdam, The
Netherlands.

The Company's principal activity is to act as a financing entity. The objectives for which the Company is
established are to issue subordinated bonds guaranteed by the Parent; to enter intc other financiai
transactions; and {o lend the proceeds receaivad to is Parent.

SUMMARY OF SIGHIFICANT ACCOUNTING POLICIES

a} Genoral

The Company's financial statements are prepared in accordance with accounting principles generally
accepted in Netherlands and comply the financial requirements introduced in Part 9 of Book 2 of the
Netherlands Civil Code. The preparation of financial statements requires management io make
estimaies and assumptions thai affect the reported amounts of assets and abilities and disclosure of
contingant assets and liabilities at the date of the financial statements and the reported amounts of
revenises and expenses during the reporiing period, Actual resulis could differ from those estimates.

The financial statements are prepared under the historical cost convention. Assets and liabilities are
stated at nominal value, unfess indicated othenwise. If deemad necessary, a provision is deducted
from the nominal amaount of accounts receivabla,

b}  Interest income and Expense
Interest income and expense are recordad on an accrual basgls,

interest income and expense are calculated using the effective interest rate. Fffective intarest rate is
the Interest rate that sxaclly dizscouris estimated fulure cash payients or receipts through ihe
expacted life of the financial nstrument 1o the nat carrying amount of the financlal zasef or fiabsiiity,
The calculation of the effective interest rate includes all fess ard points received or paid belwean the
parts of the conlract, iransactions costs and all other premiwms o discounts,

e} Cash and Cash Eguivalonts

Cash and Cash Equivalenis includs cash on hand and cash with banks. Cash equivalents are shor-
term, highly jiguld investmenis that are readily convertible o known amounis of cash with original
rerurities of three months or jess and that are subject 1o an insignificant dsk of change in vaiue,
Cash is held in a current account at the parant COIMDETTY.

e
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d) Corporate income tax

The expense for corporate income tax of each year is calculated on the basis of income befare taxes,
increased or decreased, as appropriate, by the permanent differences from taxable income, nat of tax
refief and tax credits, excluding tax withholdings and prepayments.

In accordance with the Netheriands regulation, corporate tax income is levied at a rate of 25,5% on
the first EUR 22,689 of the total taxable profit, and 29,8% on the surplus.

g} Invesiments and Liabilitios

investiments with fixed or determinable payments and fixed maturity that the Company has the
positive intent and ability to hold to maturity are classified as loans to parent company.

Loans to parent company included in non-current assels unless they mature within 12 months of the
balance sheet date.

Subordinated bonds issues are inciuded in non-current liabilities uniess they mature within 12 months
of the balance sheet date. They are disclosed on these financial statements {see Note 8) at their
amortized cost.

B Derivatives

Accarding with Accounting Principles generally accepled in the Netherlands, the Swap agreement is
carried off balance. Gains or losses arising from changes in interest rates are recognised in the
statement of operations for the period in which they arise and to the extent that they hedge an asset
or liabiiity that has been recognised on the balance sheet. Gains and losses relating to derivative
financial instruments entered into as hedges or firm commitments are deferred untif the hedged
fransactions have been reflected in the balance shest. No fair value adjustments on derivative
instruments are accournted for under Duteh generally accepted accounting principles.

{3} LOANS TO PARENT COMPANY

The cutstanding balance of “Loans io parent company” as of December 31, 20086 includes the
proceeds from issuance of Subordinated Bonds that were tent to tha Parent in the form of iong-term
deposit,

The main characteristic of the “Loans o parent company” outstanding as of December 31, 2006 were

as follows;
; | Thousands of |
| ] | Euros |
| Interest Rate | Mawrity | 2008 |
: - ! B B
| Deposits ot Caju de Ahorros y Monte de |
¢ Pledad de Madrid relating to Guarantesd | lm Euribor + 0,25 | 12/27/41 | 214,300 !
| Interest-Bearing Subordinated Bonds
| °
i ]

{4} SHAREHOLDER'S EQUITY

Az of December 31, 2008, the Company's sole shareholder was Caja de Ahorros ¥ Monis de Pledad de
Madrid. The suthorized sapital amounis o Ewro 90,758 and congist of 200 sharas with 5 nar value of Sy
A55.78 IMNLG 10000 The company issued 40 shares with 3 il value of Eure 18,151, Al issugd sharas
ware fully palddn,

r
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The equity movement for the year 2005 and 2006 is as follows:

A 8 Y e

i Thousands of Euros !
L ] . .
Ordinary | Retained Total

&) Shares earnings | Equity
&3 Balance as of December 31, 2604 i8 783 801

Net income for the year 2005 - 89 80

> Balance as of December 31, 2005 18 872 890
o Net income for the year 2006 - 349 349
‘} Balance as of December 31, 2006 18 1,221 1,239

&

{5} SUBORDINATED BONDS

@ @ W

The details of this caption of the balance sheet as of December 31, 2006 and 2005 are as foliows:

&

Thousands of Furos

2006 2005
Subordinated bonds 214,300 214,560
Direct costs (see Note 2-b) {14,037 {14424)

200,463 200,078

Ul

Company in the issuance of the subordinated bonds.

The balance of “Subordinated bonds-Direct costs” includes subseristion commissions paid by the
Direct costs are accounted in the statement of

ncome of the year using the effective interest rate,

3
B
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In January 2002, the Company issued Euro 214,500,000 interest-Bearing Subordinated Ronds due 2041,

interest on the subordinated bonds is pald on & monthly basiy in accordance with the payment schedule
as Is inciuded in the bond subordinated bond offering circular. The monthly interest paymenis increase
wver the interest perfod ending May 27, 2035, Starting May 27, 2035 the principle amount of the
subordinated bonds will be repaid in monthly terms based on the payment schadule included in the
subordirsied bond offering circular. The final payment will be made on December 27 2041

&5

g 5 unconditionally guaranteed by Caja de Ahorros ¥ Monte de Piedad de Madrid.

i

i The main characteristics of the Subordinated Bonds outstanding as of December 31, 2006, were as
§ ) follows:

g #} Thousands of
P | FEuros
% - Currency of [ssue Date of Issue Date of Maturity | Interest Payments 006
S Y f oy 3

] Eurog 01728102 13/27/41 Fixed imterest 314.500
% _ paymenis

(¢

g 2 214,560
;

i

g;’.

- , , - _ - :

= in order io hedge the monthly Intsrest pavments, the Company enigred into a swan agreement
— {herainafter, the *Swap agragment”) wiif s&d on the swap amrsement the COMIDANY DEYS 5
= fioating intarest of 1o momh Furibor b AR Lomzany and recelves a fixed rate aousl o the fved rafe
#
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to be paid under the bond agreement. The payments dates as inciuded in the swap agreement are the
same to the payment dates as included in the bond agreement. The fixed interest rate increases during
the ferm of the loan. The Swap agreement is considered a hedge transaction,

As of December 31, 2008, the fair value of the Swap agreement amounts to approximatety Eure 121.3
million,

TAXATION

Corporate income tax for the year is calculated on the basis of the income per books determined by
application of generally accepted accounting principles as described in Note 2.

The breakdowns of the carporate tax income caption of the statement of income as of December 31, 2008
and 2005 are as follows

Thousands of Euros
20606 2005
Current vear 146 158
Adjustment in respect of prior years - 70
146 228

No provision for taxes on the Company's income is recorded.

DEFERRED INTEREST INCOME

The “Deferred interest income” caption of the balance sheet as of December 31, 2008 includes interest
accrued and not due of the Swap agreement entered by the Company with the Parent {see Nota 2-f). The
deferred interest income is the result of the difference between the effective interest incoma based on the

Swap agreement of approximately 6% and the actual interest income under the fixed payment schedule in
the Swap agreement.

ACCRUAL ACCOUNTS

Mon-current Habilities-

The breakdowns of the "Accrual accounts and others” caption of the balance sheet as of December 31,
2006 ard 2005 are as follows:

| Thousands of Eurog
2006 1 2005
S . —
;
%i‘siemsi of Subordinated honds 55,064 44,277
| Amounts of Swap agreements 14,037 14,424
| 69,101 | 38,701 |

The bafance “Accrual accounts and others — interest of Subordinated bonds” inciudes acorued inerest
and not due of subordinated bonds issued by the Company as of December 31, 2008 {see Mote B Tha
Inferest of Subordinated bonds is the resulf of the diffarence between fhe offective infarest EXOENSE Oh
iha subordinated bonds of approdmately 6% and the actus! interest ircome based on We payment
sehedule.
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The balance “Accrual accounts and others — Amounts of Swap agreements” includes amaounts received
and not accrued of the Swap agreement entered by the Company with the Parent {see Note 5). The
amaunt relales to & payment received based on the Swap agreement which is included in the interest
income as part of the effective interest income over the term of the subordinated bonds,

PERSONNEL

The Company did not employ any personne during 2006 {2005: nif).

REMUNERATION OF DIRECTORS

As of December 31, 2006 the remuneration of the statutory directors amounts to nif (2005: nif).

Amsterdam, July 20, 2007

Statutory directors:

£l
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5 Additional information

) (1) AUDITORS’ REPORT

ﬂB The auditors’ report is included on the next page.

{2) APPROPRIATION OF INCOME

The Articles of Association of the Company provide that the appropriation of the net income for the year is
*) decided upon at the Annual General Meeting of Shareholders.

5&3- Management proposes to add the net income for the year 2006 to the retained earnings. This proposal
has been reflected in the accompanying financial statements.

s
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Deloitte Accountants B,
Crlyplein 10

1043 BP Amsterdam
P.OBox 58110

1040 HC Amsterdam
Netherlards

Tei: +31 (20} 582 5000
Fax:+31 {20} 582 4053
www,delaitten|

To the shareholders of
Caja Madrid S.D. Finance B.V.

Date From Reference

20 July 2007 A.J. Kernkamp 3100204794/0P9997/2db

Auditor's report

Report on the financial statements

We have audited the accompanying financial statements 2006 of Caja Madrid $.D. Finance B.V.,

Amsterdam, which comprise the balance sheet as at December 31, 2006, the profit and loss
account for the year then ended, the cash flow statement for the year then ended and the notes,

Management’s responsibility

Management is responsible for the preparation and fair presentation of the financial statements
and for the preparation of the management board report, both in accordance with

Part 9 of Book 2 of the Netherlands Civil Code. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation
of the financial statements that are free from material misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and making accounting estimates

that are reasonable in the circumstances.

Auditor’s responsibility

Cur responsibility is to express an opinion on the financial statements based on our audit. We

conducted our audit in accordance with Dutch law. This law requires that we comply with ethical
requirements and plan and perform the audit fo obtain reasonable assurance whether the financial

statements are free from material misstatement,

Daloitte Acgoyntants BY. s registered with the Trade Reglster oF the Chambier of Comimerce gnd Industry in fMember of
Rotterdam number J4367853, Deloltte Touchs Tohmatsy
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July 20, 2007
3100204794/0P9597/edb

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

k]

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of Caja
Madrid S.D. Finance B.V.as at December 31, 2006, and of its result for the vear then ended in
accordance with Part 9 of Book 2 of the Netherlands Civil Code.

Report on other legal and regulatory requirements

Pursuant to the legal requirement under 2:393 sub 5 part e of the Netherlands Civil Code, we
report, to the extent of our competence, that the management board report is consistent with the
financial statements as required by 2:391 sub 4 of the Netherlands Civil Code.

Deloitte Accountants B.V.




