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b) For those assumed before 1 January, 1999, for calculating the mathematical reserves the same technical
interest rate is used as for the premium calculation, with the real obtained or expected profitability
limit of the investments linked to the coverage of these reserves. As the profitability of these linked
investments in the 2007 and 2006 financial years was greater than the established technical interest
rate, no supplementary charge was necessary due to insufficient profitability.

Evolution of claims provision

Below is shown the evolution of the technical reserve for Non-life business claims constituted to the
different dates for the direct business, according to the occurrence of claims, based on the claims
paid and the reserve available for these following the closures:

Household multirisk Accidents and illness
2005 2006 2005 2006
Originally estimated provision for claims (*) 38,372 48,139 7,931 7026
Accumulate quantities paid:
One year later 10,072 9,794 2,581 1,178
Re-estimated reserve:
One year later 22,606 27615 4,069 4,563
Accumulated (Deficit) / Surplus
In percentage terms 5,694 10,730 1,281 1,285
Others Various
2005 2006 2005 2006
Originally estimated provision for claims (*) 1,166 1,941 1,440 1,746
Accumulate quantities paid:
One year later 449 424 637 783
Re-estimated reserve:
One year later 628 817 1,099 905
Accumulated (Deficit) / Surplus
In percentage terms 89 700 (296) 58

(*) Includes the technical reserve for accident liquidation expenses.
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Expenses by type

The detail of the operating expenses by type, according to their applications, during the 2007 financial
year in the profit and loss account by segment is the following:

Thousands of euros

Expenses 2007

laecleense  gtim e MU ewDeme Commel g

year loss) SERLLE e of investments) expenses)
Non Life
Commissions — 25,438 — — — 25,438
Services received 1,806 7,894 1,684 329 817 12,430
Taxes 1" 18 7 6 21 63
Personnel expenses 1,274 1,867 969 750 2,500 7360
Amortization 59 88 45 34 116 342
Total technical non life 3,150 35,305 2,605 1,119 3,454 45,633
Life
Commissions - bb,737 14,571 - - 70,308
Services received 1,096 5,466 3,637 1,352 1,244 12,795
Taxes 8 15 19 N 27 80
Personnel expenses 945 1,734 2,149 1,182 2,988 8,998
Amortization 50 91 113 62 156 472
Total technical life 2,099 63,043 20,489 2,607 4,415 92,653
Total other activities - - - - - 62,859

The allocation in the 2006 financial year is shown in the table below:

Thousands of euros

Expenses 2006

Nature of expense I::':;;?::: l(\(():quisit_ion Administrgtion @ thlemi'r)nl\;:aasl::ents Oth:;;::;l:;cal

(Financial [P (Operating (Net income (Operating Total

year loss) SELE e of investments) expenses)
Non Life
Commissions — 15,356 — — — 15,356
Services received 1,076 1,665 1,401 374 1,457 5,873
Taxes 6 12 g 2 10 BY
Personnel expenses 833 1,213 1,072 287 1,097 4,502
Amortization 41 63 58 14 55 226
Total technical non life 1,956 18,309 2,535 677 2,619 26,096
Life
Commissions - 45,451 16,574 - - 62,025
Services received 1,691 4,235 3,035 1,325 2,608 12,894
Taxes 14 36 26 N 22 109
Personnel expenses 922 2,311 1,655 723 1,422 7033
Amortization 71 179 128 56 110 544
Total technical life 2,698 52,212 21,418 2,115 4,162 82,605
Total other activities - - - - - 60,823
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Finally, the composition of the staff expenses for the 2006 and 2007 financial years, as well as their
allocation in the profit and loss account are shown below:

Thousands of euros

2007 financial year 2006 financial year

Wages and Salaries 30,808 28,672
Social Security 6,246 6,595
Contributions to external pension funds 326 332
Compensation and premiums 451 263
Other staff expenses 3,956 3,127
TOTAL 41,787 38,989

The staff expenses for the 2007 and 2006 financial years include the remuneration of the expenses paid
to the sales staff of the AgenCaixa network totalling 16,250 thousand euros (15,834 thousand euros in

20006).

o) Operations with related parties

Below is the detail of the principal transactions effected in the 2007 financial year:

Thousands of euros

Concept Observations

Income Expenses
Services received and provided
Commissions 105,632 Marketing of products by “la Caixa"”

Marketing of products by Crosselling

Insurance operations 132,090 - Premiums for insurance operations with “la Caixa”
Other Revenues 1,138 - Revenues through insurance services with “la Caixa”
TOTAL 133,228 105,632

All the significant reciprocal transactions were duly eliminated in the consolidation process.

The same information for the 2006 financial year is shown below:

Thousands of euros

Concept Observations

Income Expenses
Services received and provided
Commissions - 84,477 Marketing of products by “la Caixa"”

- 955 Marketing of products by Crosselling

Insurance operations 165,083 - Premiums for insurance operations with “la Caixa”
Other Revenues 987 - Revenues through insurance services with “la Caixa”
TOTAL 166,070 85,432

The balances at 31 December, 2007 and 2006 with linked entities are broken down in the various notes

detailing the assets and liabilities.
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p) Other information (includes remunerations and other payments to the Board of Directors

and remunerations to the auditors)
Employees

In compliance with that set out in Article 200 of the Rewritten Text on the Law of Joint Stock Companies,
modified by the additional provision twenty-six of Law 3/2007 of 22 March, the average number of
employees of the Parent Company and subsidiaries during the 2007 and 2006 financial years , distributed
by professional category and gender, is as follows:

Number of persons

Professional Category 2007 financial year 2006 financial year
Men Women Men Women
Directors 15 5 14 5
Department Heads 14 9 15 9
Senior specialised staff 78 85 90 110
Administration and sales staff 147 417 126 BVE
254 516 245 497

The average number of employees in the 2007 financial year does not present differences with those
shown in the above table.

The Board of Directors of the Company at 31 December, 2007 was made up of 11 directors, all physical
persons and male.

Directors’ remunerations and other benefits

During the 2007 financial year, the Board of Directors of the Parent Company received remunerations for
an overall amount of 1,000 thousand euros, entered in the accounts under the concept “Staff Expenses”
of the breakdown previously shown (1,074 thousand euros in 2006).

At 31 December, 2007 there are no advance payments or credits conceded by the Parent Company
to the members of the Board of Directors, nor have any obligations been assumed on their behalf as
guarantees.

In compliance with article 127 of the Law on Joint Stock Companies introduced by Law 26/2003 of 17
July, which amends Law 24/1988 of 28 July, concerning the Value Market and the Rewritten Text of the
Law of Joint Stock Companies. Listed below are the relevant shareholdings (greater than 0.25% of the
share capital) and/or posts and functions held by the Company administrators in companies with the same,
similar or complementary types of activity to that which is the company object of CaiFor, S.A.:
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Company where they participate

and/or develop a function B R

Administrator No. shares % Holding

Ricardo Sociedad General de Aguas de Barcelona, S.A.
Fornesa (engaged indirectly in the insurance business - 144,773
Ribd through its subsidiary Adeslas, S.A.)
Manuel Sociedad General de Aguas de Barcelona, S.A.
Raventos Negra (engaged indirectly in the insurance business 2nd Vice-chairman =
through its subsidiary Adeslas, S.A.)
“la Caixa” 3rd Vice-chairman
Juan Antonio Sociedad General de Aguas de Barcelona, S.A.
Samaranch (engaged indirectly in the insurance business Board member =
through its subsidiary Adeslas, S.A.)
Toméas Muniesa RentCaixa, S.A. de Seguros y Reaseguros ) .
Arantegui Chairman and Director -
SegurCaixa, S.A. de Seguros y Reaseguros Physical representative _
Criteria CaixaCorp, S.A.
Adeslas, S.A. Physical representative _
Criteria CaixaCorp, S.A.
Insurance Compensation Consortium Board member -
VidaCaixa, S.A, de Seguros y Reaseguros Chairman and Director -
Isidro "la Caixa” Chai
Fainé Casas airman -
José Vilarasau
Salat B B -
Jordi Sociedad General de Aguas de Barcelona, S.A.
Mercader Mir6 (engaged indirectly in the insurance business Chairman =
through its subsidiary Adeslas, S.A)
"la Caixa” 2nd Vice-chairman
Miquel
Valls Masseda - a -
Javier Godd Grupo Catalana Occidente, S.A. - 31,460
lamiiels INOC, S.A. - 4,087
"la Caixa” Board member -
Joan Maria " . i ;
Niin GEmeve la Caixa Managing Director -
Francisco VidaCaixa, S.A, de Seguros y Reaseguros Board member -
Reynés SegurCaixa, S.A. de Seguros y Reaseguros Board member -
Massanet

Adeslas, S.A.

Physical representative
Criteria CaixaCorp, S.A.

Linked Operations

In accordance with that established in Order EHA/3050/2004, of 15 September, it stated that, apart
from the dividends received, in the financial year there have been no linked operations carried out with
administrators or managers, or assimilated for this purpose, except those which, pertaining to ordinary
traffic of the company, have been carried out in normal market conditions and are scarcely relevant.

Remunerations to the auditor

In the 2007 financial year, the fees relating to the auditing of the annual accounts and for other review
work provided to the various companies that make up the “Grupo CaiFor, S.A. and subsidiaries” by the
principal auditor were 309 and 64 thousand euros respectively (332 and 67 thousand euros in 2006). All
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amounts include VAT. During the 2007 and 2006 financial years, neither the auditor nor other entities
linked to same billed other services to the above companies. The total fees paid to the principal auditor
represent less than 1% of turnover.

Subsequent events

Subsequent to the close of the financial year and until the date of formulation of these accounts,
no subsequent events with a significant impact for the Parent Company and its subsidiaries have
occurred.

On 14 January, 2008, the Directorate-General of Insurance and Pension Funds notified VidaCaixa of an
inspection for the purpose of making the necessary checks on market practices, internal control and
any other issues that may be considered appropriate during the visit.

The administrators of the Group do not believe this inspection will have a significant impact on the
assets.

10. Explanation added for traslation to English

These annual accounts are presented on the basis of accounting principles generally accepted in Spain.
Certain accounting practices applied by the Group that conform with generally accepted accounting
principles in Spain may not conform with generally accounting principles in other countries. In the event
of a discrepancy, the Spanish-language version prevails.
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CaiFor, S.A. AND SUBSIDIARIES
(CaiFor Group)

MANAGEMENT REPORT FOR THE 2007 FINANCIAL YEAR

In the 2007 financial year, CaiFor, the “la Caixa" Insurance Group and part of the Criteria CaixaCorp holding,
made a net consolidated profit of 160.42 million euros —25.06% more than in the previous year. The number
of individual customers exceeded 3 million, 6% more than in 2006, while the number of client companies
rose to 26,000 — 63% more. The solvency ratio was 1.2 and the efficiency ratio was 20.50%.

CaiFor 2007 2006 % var.

Savings Premiums 1,057,643 1,245,173 -15.06%
Life-Risk Premiums 300,257 265,516 13.08%
Non-life Premiums 255,488 208,784 22.37%
Total Premiums 1,613,388 1,719,473 —6.17%
Total Contributions to pension plans 1,171,566 1,199,564 -2.33%
Total Premiums and Contributions 2,784,954 2,919,037 —4.59%
Total Life and Non-life insurance reserves 16,915,220 17,884,294 -5.42%
Total Consolidated pension plan rights 11,307,165 10,381,029 8.92%
Total Managed resources 28,222,385 28,265,323 -0.15%
Net Result 160,418 128,270 25.06%
Number of Clients 3,093,030 2,914,812 6.11%
Efficiency Ratio 20.50% 20.40% 0.49%
Solvency Ratio 1.2 1.3 -8.73%
Number of employees 742 770 -3.64%

Figures in thousands of euros.

The premiums of the life-risk insurance in the individual and company businesses have risen to 300.3 million
euros, 13.08% more than in the previous year, and those of non-life insurance, mainly led by household and
accident insurance products, by 22.37%. At this point it is worth mentioning the good performance of the
new car insurance product, SegurCaixa Auto, which was launched onto the market in April 2007, and which
at the end of the year had over 30,000 cars insured.

In the savings sphere, there has been a drop in endowment life insurance, generated by the current
stagnation in the endowment insurance market for companies, and in contributions to individual pension
plans, due to the effect the recent Income Tax changes are having on these. Despite this, the managed
resources of life and non-life insurance and pension plan clients have been maintained and the Group’s
total of resources managed reached 28,222.38 million euros. This confirms CaiFor’s position as leader in
the Spanish Supplementary Social Security market.

The Group has complied with the Ministry of Justice Order of 8 October 2001 relating to environmental
information, carrying out a declaration on the part of the administrators confirming that there is no issue
that need be included in the document with regard to environmental information. In parallel, as part of its
Corporate Social Responsibility strategy, CaiFor undertakes various projects in the field of reducing the
generation of waste and in energy consumption savings.
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On the other hand, the possible deceleration of the financial climate is one of the uncertainties the CaiFor
Group must confront during 2008. If a slow-down of the economy is confirmed, it must study whether an
effect is being produced on the Spanish population’s capacity to save or on public consumption, as both these
aspects could influence the life and non-life insurance and pension plan sectors. In parallel, the evolution of
the global economy could have an impact on both the fixed and variable income financial markets.

To this effect, and as regards the management of the Group’s investments, it should be pointed out that
this is carried out based on the principles of consistency, profitability, security, liquidity and dispersal. The
main financial risks of assets are also considered:

e Market Risk: Understood as the risk of losses being incurred through holding positions on markets as a
result of adverse movements in financial variables such as interest rates, exchange rates, share prices,
commodities, etc.

e Credit Risk: This is the risk of incurring losses through a failure on the part of debtors to meet their
contractual obligations, or the expansion of the risk premium tied to their financial solvency.

e Liguidity Risk: Assumed on the positioning of the various assets, this being the possibility of selling or
mobilising the asset positions at any time.

When implementing the investments policy, consideration is also given to all the Group's liquidity needs,
this being a fundamental parameter for management purposes. This analysis is supplemented and optimised
by the centralisation of the liquidity balances of the different areas of the Group.

Management of the Group's credit is determined by strict internal compliance with an operational framework.
This operational framework is approved by the Board of Directors. It defines the category of assets liable to
be incorporated within the investments portfolio, using definition parameters such as the main rating scales,
periods, counterparts and issue volumes.

The management of investments is structured mainly through cash investments in the various classes of
assets on financial markets. Nonetheless, the Group can use various categories of financial derivatives to
the following ends:

¢ To guarantee adequate cover for the risks assumed in whole or in part by the asset portfolio held by the
Group.

e As an investment in order to manage the portfolio appropriately.
¢ \Within the framework of an administration policy intended to obtain a certain return.

The derivatives management policy within the Group is clearly defined in the Operational and Procedural
Manual in this area. This defines the category of products, and the limits of operations and personal
distribution of limits for each manager, in addition to the overall risk for each portfolio.

Meanwhile, the Group's financial derivatives management policy also covers the use of counterparts which,
as financial institutions subject to the supervision of the governing authorities of member states of the
European Union, have sufficient solvency. Contractually, these positions have an explicit guarantee allowing
them to be left without effect at any time during the operation, either through their liquidation or through
being ceded to third parties. This liquidation is guaranteed by a commitment on the part of the counterparts
to publish the execution prices on a daily basis, together with a clear specification of the method of valuation
used.

The Group's risk control strategy is based on the implementation by the investment managers of the
directives and strategies established by the governing bodies of the Group, and is supplemented by a
clear segregation of the functions of administration, control and management of investments. In addition,
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the internal audit unit is responsible for reviewing and guaranteeing compliance with control systems and
procedures.

As regards the Group exposure to risk, the investments it maintains, with a value of 18,211 million euros,
mainly correspond to three asset types:

e 9,387 million euros correspond to fixed income values. At 31 December, 2007, the totality of this portfolio
is allocated as an investment portfolio available for sale.

¢ 6,854 million euros correspond to financial swap operations. The main aim of financial swap operations is
to adapt the flows of the investment portfolio to the cash needs of the different affected policies.

¢ 1,970 million euros correspond to deposits contracted with “la Caixa" These deposits are linked to short-
term repurchase agreements.

Finally, within the sphere of the risks the Group confronts, there is also operational risk. All of these are
controlled and managed using CaiFor Internal Control systems.

In the future, the Group plans to maintain its current strategy of providing cover for the security and savings
needs of Spanish families and companies, using life-risk, endowment, health, accident, household and car
insurance products, along with pension plans. CaiFor will also maintain its spirit of continuous improvement
in the level of quality of service provided which has typified it since it was founded. At the same time, it
expects to maintain the current business activity levels in the sphere of products for companies and groups,
especially in the SME and freelance professional sector, as well as in that of new residents.

Subsequent to the close of the 2007 financial year, no significant effects have had an impact on the annual
accounts for the year occurred. Also the Group has not maintained own shares during the year. With regard
to Research and Development, due to the Group’s characteristics, no projects have been carried out, although
it is true that it is developing an Innovation Plan which involves all the departments.

207



so'8b20 MMM






Al

VidaCaixa SegurCaixa AgenCaixa



