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Management report 

(Amounts in ihousands of U.S. Dollars) 

The Managing Directom present their repori together with lhe audited financial statements for the year 
ended December3t,2006 

intmduction 

The cornpany belongs ia tha Repsol YPF Group, a Spanish iniegrated o11 company engaged in ai1 aspects 
of the petroleum business and one of the latgest industrial groups in Spain. The company is a wholiy owned 
subsidiary of Repsol YPF, S.A.. Madrid, Spain. 

The issued and paid-in share capiiai of the company amounts to USD 395,861. The authorised and issuad 
capital has not been modifiad dunng the year. 

Activities 

its pnncipal actlvlties consisi of flnanclng and investing in subsidiaries and affiiiated companies 

Funds denominaied in U.S. Dollars are ralsed on ihe international capital markets by using a short-term 
commercial paper programme, a medium and long-term notes program and som8 bank credit facilities, 
which are ient to subsidianes and affiliated companies, ais0 in other currencies than U.S. Dollars. In this 
case the company hadges the foreign cunency exposure by entering into foraign exchange contracts with 
major international banks. 

Repsoi YPF, S.A.’S acquisition of the Argentine oii and gas company YPF, S.A. pursuant to a cash tender 
offer iaunched on Apr11 30, 1999, required an increase In the indebledness Ieveis of ihe Repsol YPF Group. 
In mis respect, the company issued in 1999 noies amounilng to EUR 6,650 miiiion, EUR 3,250 million of 
which matured in ihe year 2000, EUR 1,000 million of which matured in the year 2001, EUR 1,000 million of 
which matured In the year 2öO2 and EUR 1,400 miiiion of which maiured in Me year 2004. 

Currently. as pari of the required Repsol Group financing needs the existlng bonds are the foiiowing, issuad 
in 2000 for an amount of EUR 1,000 miiiion which matures in 2010, issued in 2001 for an amount of EUR 
175 mlllion which maiures In 2010, issued In 2003 for an amount of EUR 1,000 million whlch matures in 
2013 and issued in 2004 for an amount of EUR 1 ,000 million which matures in 201 4. 

Bonds issued in 2001, amounöng EUR 750 miliion, and 2003, amounting EUR 150 million, matured in 2006. 

In February 2007 iwo bonds were issued amounting EUR 750 miilion which matures In Febniaiy 2012 and 
EUR 500 miliion ihat matures in February 2017. 

The company is the holder of shares in subsidianes. These investmenis have been valued at cost or if 
pemanently Impaired. ai  iowar recoverable value. 

Result for the Year 

The company made profit of USD 462.834 compared to alco profit of USD 187,264 in 2005. This profit is 
pnmarily caused by a positive r e d t  trom divldends from subsidianes and interest. 
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Futura Outlook 

It Is envisaged that the cornpany wil1 continue to pmvide loan capital to subsidiades and affiliated 
companles. The future levei of proiits wil1 be dependent on developments of the Investments and financing 
activities. 

The company does not foresee changes in the number of personnel in the future and does not pefiorm any 
R&D actlvities. 

The Hague, The Nethedands. 

June 27,2007 

~ A - C J  : 29, Z o O T  THE MANAGING DIRECTORS 
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Balance sheet 
at December 31,2006 

(ùefore appropriation of net resuit) 
(Amounts In thousands of U.S. Dollars) 

ASSETS 

Flnanclal ilxed assets 
Investments 
Loans 10 shareholder 
Loans to aiíiliated companies 
Guaranteas and deposits 

Defemed exwnses 

Current asseis 
Acwunis recelvabie 
Short-term loans to affiliated companies 
Other receivable from subsldiarles 
Interest receivable from Ioans to shareholder 
Interest recelvabie from affiliated companies 
Other receivables and prepayments 
Taxe8 

Short-Tam Deposits 
Cash and banks 

Notes 
2006 
USD 

3 651,084 
4 2,003,809 
4 2,936,850 

33 

5,591.776 

5 12.002 

6 

1,285,746 
9.487 

68,616 
78,718 

255 
21.650 

1.464.473 

177,038 
261 

177.299 

i ,841,772 

7.245.550 
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2005 
USD 

501,121 
4,399,232 

574,708 
29 

5.475.090 

14.869 

1,506,048 
3,000 

91,510 
20,883 
4,043 

25.279 

1.650.763 

276.849 
47 

276,896 

1,927.659 

7.417.418 



-. . . 

SHAREHOLDER’S EOUITY AND LIABILITIEC 

Shareholder’s ûqülty 
Issued and pald-In captai 
Additional paid-in capital 
Mher RESeNeS 

Retained earnings 
Net result for the year 

üeferred Income 

Euronotes 

Long t a m  debt 

Notes 

7 

2006 
USD 

395,861 
337,272 

672,081 
462.834 

1.828.503 

8 4.393 

9 4.181.475 

10 297.550 

(39,545) 

Short-tem llabllltles 

Medlum Term Notes and Euronotes 
Loans from afflliates 
Interest payable on Medium Term Notes and Euronotes 
Interest payable to afflllated companles 
Mher payable to affiliatad companies and subsidianes 
Accrued Iiabllities and other payables 
Other payabie 

11 735.528 
104,897 

2,152 
89,574 

734 
744 

933.629 

7.245.550 

2005 
USD 

355,944 
337,272 

372 
484,817 
187.264 

1.365.669 

5.204 

3,759.835 

1,065,780 
1,051.562 

98,816 
1,573 

67,892 
1,087 

2286.71 O 

7.417.418 

I 
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Statement of income 
for me year ended December 31,2006 

(Amountc in îhousands of U.S. Dollars) 

Financiai income and expense 
income trom investmenis 
Change in canying vdue investments 
interest income 
interest expense 
Exchange gain 
Other financial income (expenses) 

Amortization deferred expenses 

General and administmîive expenses 

income before provision for 
income taxe5 

Provision tor income taxe8 

Net reeuli 

Notes 

3 
3 
13 
13 

2006 
USD 

332,703 
77,920 

(306,860) 
779 

1.738 

485.865 

(2,6671 

379,585 

14 (1.830) 

481.368 

15 (18.534) 

462.834 

2005 
USD 

140,416 
4,630 

415,060 
(371,063) 
23,372 

f 135) 

21 1.380 

fl .5901 

(2.199) 

207,591 

(20.327) 

187.264 
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Notes to financial statements 
at December 31,2008 

(Amounts in thousands of U.S. Dollars) 

1 General 

Repsol International Flnance B.V. (%e company'), havlng its legal seat In The Hague, is a wholly owned 
subsidiary of Repsol YPF, S.A., located In Madrid. Spain. Companies In which Repsol YPF, S.A. 
participates are referred to as affiliated companies. 

The companvs pdncipal activities consist of investing in and financing of subsidianes and affiiiated 
companles, and the company is the holder of shares in subsldiaries. 

Based upon ArtiCl8 2308 of the Dutch Civil Code. no consolidated financlal statements have been 
presentad. The financial statements of the company and its subsidiaries are Inciuded in the consolidated 
financlal statements of R e p i  YPF, S.A. 

A significant pait 01 the company's transacüons is denomlnated in U.S. Dollars. Consequently. the 
company's financial statements are reported in U.S. Dollars. 

No cash flow statement has been included since a consolidated Cash flow statement is included in the 
iinancial statements of Repsol YPF, S.A. 

2 Accountlng Prlnciples 

General 
The accompanylng accounts have been prepared in accordance with Part 9, b o k  2 of the Dutch Civil 
Code. 

The financial statements ar8 prepared under the historica1 cost convention. Unless stated otheiwise, 
assets and ilabilities are stated at face value. 

income and expenses are accounted for on an accruai basis. Profit is oniy included when realized on 
balance sheet date. Losses end r i sk  origlnaíing before the end of the financial year are taken into account 
lf they have h o m e  known before preparation of the financial statements. 

Assets end Iiabilities denominated in foreign currencies are translated into U.S. Dollars at the year-end 
exchange rate unless indicated otherwise. Transactions in foreign currencies are translated at the 
exchange rat8 in effect at the time of the transaction. The exchange results are recorded under financiai 
income and expense in the statement of InCome. 

Translation resub from investmenis in subsidiades are recorded under the income from lnvestments 
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Flnanclel fixed aesets 

TIII 2005 the company accounted for its investments in subsidianes and other Investments at cost o1 iower 
underlying equlty value in accordance with the Rnancial statements of !he investee, adjusted for the 
unamoriized part of the acquisihion price representing proven oii & gas resetves. Arnoriization was based on 
the depletion of these reserves and charged to îhe incorne fmrn invesîments in the statement of incorne. 
The equity value was considered as a proxy for the recoverabie vaiue 
In 2006 because a change in the Dutch generally accepted accountlng principle cornpany accounts for its 
Investments in subsidianes and other investments at cost or, if penanently impaired, at lower recoverabie 
value. A revemal of tha accurnulated pmvision o1 USD 77,Q miliion hes been credit to the statement of 
incorne, because of this change in accounting principies. 

Deferred expenses 

Deferred expenses relaie to the Guaranteed Euronote issues raised beween 1999 and 2006 mainly to 

finance the tender offer by the Repcol YPF Group of the Argentlnean cornpany YPF, S.A. 

Aforementioned expenses are capitaiised and amorözed to the statement of income over the perlod of ihe 
duratlon o1 ihe note. 

Deterred Income 

Deferred incorne relates i0 either a hedglng transaction entered int0 by the company in connecüon with the 
issuanw of the medium-term notes or i0 cornrnissions on a long-term credlt faciiity provided to an 
Argentinean affiliate. In h t h  cases such inwme is deferred and amortized to the statement of income over 
the p d o d  of the related transactions. 

Finenclal Instnirnants 

ûif-balance sheet financial instrurnents are used to hedge exposures to movernents In cunency exchange 
rates. These financial instruments include currency forward contracts and swaps. 

These financlal instruments are stated at falr vaiue 

The recognized results on these instrurnents are recorded as other financial income in the statement of 
incorne. 

Recognttlon of income 

Revenues and expenses are recorded in Me p n o d  in which they criginate. 

Taxatlon 

The company belongs to a fiscal unity aiong with certein Dutch subsidiaries and affiiiated companies. Taxes 
for the fiscal unity have been fuiiy allocated to each subsidiary. lñe company is several and jointiy liabie for 
the total corporate income tax payable within the fiscal unity. 
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Notes to speclfic Items of the balance sheet 

3 Investmonts 
At year-end the company has the foilowlng investments: 

Name and Legal Seat 

Repsol (U.K.) Ltd., London 
Gaviota RE. Luxemburg 
Repsol Occidental Corp., Delaware 
Repsol LNG Port Spain B.V.. The Hague 
Repsol Netherlands Finance B.V., The Hague 
Repsol Investeringen B.V., The Hague 
Repsol International Capital Ltd., Cayman Islands 
Repsol YPF Capitai S.L.. Madrld 
Repcol Canada LNG Ltd., Calgary 
Repsol Canada Ltd., Calgary 
Repsol Energy Canada, Calgary 

99.99% 
99.88% 
25.00% 

100.00% 
66.50% 
100.00% 
100.00% 
99.90% 
100.00% 
1 00.00% 
100.00% 

Key flnancial information of the Investments lor the year ended December 31,2006 is as follow 

Subsidiary 

Repsol (U.K.) Ltd. 
Gaviota RE, S.A. 
Repsol Occidental Corpomtion 
Repsol International Capitai Ltd. 
Repsol Netherlands Finance B.V. 
Repsol Investetingen B.V. 
Repsol LNG Port Spaln B.V. 
Repsol YPF Capital, S.L. 
Repsol Canada LNG Ltd. 
Repsol Canada Ltd. 
Repsol Energy Canada 

Total 

Carrying Acquisition 
Vaiue 
USD 

cost 
USD 

1,552 
18,088 
99,606 

27 
473.407 
56,526 
1,070 

20.846 

171,995 
900 
14 
22 
27 

473,407 
56,526 

18,088 

I ,878 

651,084 743,703 

The movement In invesbnents at carrylng value is as follows: 

Balance January 1 
Capital mntributions 
Changes in províslons 
Balance December 31 

Dlslributed dividend from investments 
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2006 2005 
USD USD 

501,121 496,491 
72,043 
77,920 4,630 
651,084 - 501,121 

332,703 140,416 



The main variaüons dudng the year ended December 31,2006, are the following: 

In 2006 the wmpeny has received USD 176.3 miiiion as dividend from LNG Port of Spain. USD 
108.1 miilion fmrn Repsol YPF Capital C.A. and UCD 48.3 miilion from Repsol Occidental 
Comoration. 

The movement in provision on investments is as foilows: 

Gaviota RE, S.A. 
Repsol Occidental Corporation 

USD 

(535) 
(77,385) 

Capitai contribunons were made as foilows: 

Capital contributions 
in 2006 

USD 

Gaviota RE, C.A. 13,639 
Repsol Canada LNG Ltd. 56,526 

72,043 
Repsol Canada Ltd. 1,878 

t 

4 Long-tem loans to Shareholder and Afflliated Companies 

The ioans to the shareholder are granted within a long-tem credit facil i i  (10,500 million U.S. Dollars), 
wtiich expires on October 2014. The loans b a r  an average interest rate of 6.0% per annum. 

Longtem loans to affiliated cornpanles explre over one year. The loans baar an average interest rate of 
6.9% per annum. 

5 üeferred Expenses 

The movement of defened expenses is as follows: 
USD 

Book value Januaty 1,2006 
Amortization 

14,669 
(2.667) 

Book vaiue December 31,2006 12.002 

The part of arnortization of deferred expenses related to the difference between face vaiue and issue 
price for each Euronote issue, is recorded under caption "Amortization deferred expenses" . 

6 Accounts Receivable 
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Accounts receivable as precented under current acsets mature within one year. 

7 Shareholdera' Equlty 

Issued Additional Other Retained Net Totai 
and Paid Pald in Reserves earnings Result for 
in Capital Capital the p a r  

USD USO USO USD USD USD 

Balance January 1,2006 
Appropiation of result 
Currency translation- adjustmeni 
Net recuit 2006 

Balance December 31,2006 

355,944 337.272 372 484,817 187,264 1,365,669 
- 187,264 (187,264) 

39,917 - (39,917) 
- 462.834 462.834 

395,861 337,272 (39,545) 672,081 462,834 1,828,503 

The Issued and paid-In capitai conclsts of 300,577 shares wiöi e par value of 1,000 Euros, translated to 
U.S. Dollars at an exchange rate of EUR 0.7593 per U.S. dollar es at December 31,2006. 

û ûefened Incoma 

The movement of deferred lncome is as follows: 

Book value January 1,2006 
Amortization 

USD 
5,204 
(811) 

Bwk value December 31,2006 4.393 

O Euronotes 

The company raised funds in the euromarkei to partly finance the tender offer by Repsoi YPF relaiing to the 
Argentinean company YPF. The different issues of guaranteed noies are summaiized as follows: 

12, 

ryi 

'*.i Malunty Nomina1 in e Amount in $ Coupon ïield 

I 

Long tem 
May 5,2010 1,175 million 1,547,475 Annuai 
July 22,201 3 1,000 miilion 1,317,000 Annual 
October 8,2014 1,000 million 1,317,000 Annual 
TOTAL 3,175 million 4,181,475 

, .  
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10 Long t e m  debt 

Since July 2006 a credit faclllty from Ciíibank was granted for an amount of USD 100 million which wil1 
mature on 2008, and bearing an interest rate equai to the LIBOR rate plus a margin o1 0.25% per annum . 
In September a bank loan agreement from Societe Generale was granted for EUA 150 million, wiîh 
termination date 2009, and bearing an interest rate equal to Euribor 3 months plus a margin o1 0.20% per 
annum. 

11 Short term loana from afilllataa 

Uabilities with a remalning perlod up to 1 year, including the short-term poriion o1 long-ten liabiiities, are 
presented under short-term liablliües. 

The short-term iiabiiffles comprise credit faciiities denominated mosüy in U.S. Doliar, received fmm affiiiated 
companles for an amount of USD 735,528 at an average Interest rate of 5.35%. 

12 Covenants in RIF B.V.'S Indebtedness 

The bank ioans generally contain customary covenanis lor contracts of this nature, including negative 
pledge, materiai adveffie change and crossdefault clauses. 

The Issues of unsecured and unsubordinated Euronotes representlng EUR 3,175 milllon guaranteed by 
Repsol YPF, S.A., coniain clauses whereby me company undertakes to pay interest when due and ihe 
liabilities at maturity and the guarantor, subject to certain exceptions, undertakes not to create 
encumbrances on its asseis in relation to these issues or to future issues of debt securitles. 

in the went of a defauit under any series of the bon&, the trustee, at hls soie dlscretlon or at the request of 
ihe holders of at least one-fiih or one quarter of the bonds, depending upon the series. can declare the 
bonds of that series to be due and payable. 

Almost al1 of our total outclanding debt is subject to crossdelauli provisions. These provisions may be 
biggered i1 M event of delault occuffi wlth respect to indebtedness equal to or exceeding USD 20 million or 
0.25% of Repsol YPF's shareholders' equlty. 

As a result of these crossdefault provisions, a default on the part of Repsol YPF. YPF or any subsidiary 
covered by such provisions could result in a substanual porüon of our debt being declared in defauit or 
accelerated. Repsol YPF believes that none of its debt or that of any o1 its subsidiaries is currently in 
delault. 

The company's directors believe that at the date of thls wriiing there are no reasons, nor wIII there 
foreseeably be in the lulure, which wil1 make it nece&iy to apply the clauses providing for eariy maturity of 
me debt. 
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13 Interest Income end Expense 

An amount of USO 371.185 (2005: USD 409,592) relates to interest income from effiliated companies. An 
amount of USD 8,400 (2005: USO 5,468) relates to third parties. 

An amount of USD 40,114 (2005: USD 42,627) relates to Interest expense to affiliated companies. An 
amount of USD 261,741 (2W5: USD 329,336) relates to debeniures and bonds. An amount of USD 5,005 
relates to thlrd parties. 

14 General end edmlnlstrathre expenses 

Under general and administrativa expenses, an amount of USD 466 has been recorded for salary costs. an 
amount of USD 21 has been recorded for social security charges and an amount of USD 2 has been 
recorded lor pension costs. 

15 Income Taxes 

The effective tax emounts to 3.80% whlch differs from the applicable corporate income tax rate of 29.6% in 
The Netherlands as a result of the appllcation of the substantid holding exemption. 

The company. Repsd Netherlands Finance B.V., Repsol LNG Pori of Spaln B.V. and Repsol Investeringen 
B.V constitute a flscal unity. Taxes for the fisca unity have been fully allocated to each subsidiafy. The 
company is severally and joiniiy Ilable for the total corporate income tax payable of the fiscal unity. 

16 Ftnanclal Instiuments 

In the nonal  course of business me company uses forward exchange contracis, to hedge currency 
exchange rata r i s k  resuliing from financing arrangemenis In fOrEign currencles. Flnanclai Instniments 
Include ihose recognized in the balance sheet (on-balance sheet) and off-baiance sheet financial 
lnstniments. 

me estimated fair value of a financial instrument Is the amount for which an asset couid be exchanged, or a 
Ilabillíy seffled, between knowledgeable, wiiling pallies in an a n k  length transaction. Fair values are 
detennined from listed market pdces, price quotations fmm banks or pricing models. 

The wmpany has procedures and poiicies in place to control r i s k  related to financial instruments. These 
policies and procedures include a clear segregation of duties between operating, sefflement. accounting 
and wntrcliing of al1 financlal instruments used. The companfs management is involved in the risk 
management procass. 

The company anempts to minimize the counterparty credit risk associated with the financial instruments 
used by selecting counterparties that it assumes to be creditworthy, given thelr hlgh credit raiings. 
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The table below summarlses by malor currency the contractual amounts of the companqs forelgn exchange 
contracts in U.S. Dollars as of December 31, 2006. Foreign currency amounts are tranclated at rates 
prevailing at the balance sheet date. The "buf amounts represent the USD equivalent of comrnitments to 
purchase foreign currencies, and the "sell" amounts represent the USD equivalent of comrnitments to seii 
forelgn currencies. These commltments expired in Februaiy 2007. 

(thousands) 

U.S. Dollar 
Euro 
Sterllng Pound 

The fair value of these swaps arnount to USD 256 thousand. 

B ~ Y  Sell 
USD USD 

1,306,698 
1,302,130 

1.838 

17 Personnel 

As of December 31,2006, the company has four employees. 

18 Sîatutory and Cupewisory Directors 

Based on Article 383.1 01 Book 2, Tltle 0 of the Dutch Civll Code the rernuneration of the sole remunerated 
statutory director is not disclosed. The company does not have supervisory directors. 

The Hague, The Netherlands, 

June 27,2007 

STATUTORY DIRECTORS: 

G. A. L. R. Diepenhorst 

F. J. Sanz Cedrón 

L. Lbpez-Tello Dia-Aguado 

L J. Pleitaln Aivarez-Arenas 
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Additional information 

1 Audkors'repott 
Relerence is made to the auditors' report included hereafter. 

2 Approprlailon of Net Result 

The Atticles of Incorporation provide that the appropfiation of income for ths year is decided upon at the 
Annual General Meeting of Shareholders. Awaitlng the decision by the shareholder, the net result lor the 
year is separately included in the shareholder equity as net result lor the year. 
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To the shareholders of . ,  

Repsol International Fmance B.V. 

Date F r m  

June 27,2007 J. Penon 

0.loilu AtcountanU B.V. 
Adrninllteiubde 50 
3063 ED Rotterdam 
P.O.BOX 4506 
3006AM Rotterdam 
Nethedrndr 

Tei:+31(10)2721500 
Far+31 (10)2721098 
w.deloim.ni 

Reference 

OML\310oO13 101\op9996\mk 

Auditors’ report 

Report on the company financial statements 

We have audited the fmancial statements of Repsol international Finance B.V., The Hague, The 
Netherlands, which comprise the baìance sheet as at December 31,2006. the income statement 
for the year then ended and the notes. 

Management’s responsibility 

Management is responsible for the preparation and fair presentation of the company fmancial 
sîatements and for the preparation of the management board report, both in accordance with Part 
9 of Book 2 of the Netherlands C i d  Code. This responsibility includes: designing, 
implementing and maintaining i n t e d  control relevant to the preparation and fair presentation 
of the company f i c i a i  statements îhat are free from matenal misstatement, whether due to 
fraud or error; selecting and applying appropriate accounting policies; and making accounting 
estimates îhat ace reasonable in the circumstances. 

Auditor’s responsibiiity 

Our responsibility is to express an opinion on the company f m c i a l  statements based on our 
audit. We conducted OW audit in accordance with Dutch law. This law requires that we comply 
with ethica1 requirements and plan and perform the audit to obtain reasonable assurance whether 
the company fmancial statements are free from matenai misstatement. 

An audit involves perfonning procedures to obtain audit evidence about the amounts and 
disclosures in the company hancial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of matenai misstatement of the company 
financiai statements, whether due to fraud or error. 
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In making those risk assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the company financial statements in order to design audit 
procedures that are appropriate in the circum~tances, but not for the purpose of expressing an 
opinion on the effectiveness of the entity's intemal control. An audit als0 includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting estimates made 
by management, as wel1 as evaluating the overall presentation of the company financial 
statements. 

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

Opinion 

in OW opinion, the tïnancial statements give a Inie and fair view of the financial position of 
Repsol Intemational Finance B.V. as at December 3 1,2006, and of its result for the year then 
ended in accordance with Pari 9 of Book 2 of the Netherlands Civil Code. 

Report on other legal and regulatary requirernents 

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

Deloittc Accountants B.V. 

. 


