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AUDITORS’ REPORT ON CONSOLIDATED FINANCIAL STATEMENTS

To the Shareholders of
Banco Bilbao Vizcaya Argentaria, S.A.:

We have audited the consolidated financial statements of Banco Bilbao Vizcaya Argentaria, S.A. (“the
Bank”) and the companies composing, together with the Bank, the Banco Bilbao Vizcaya Argentaria Group
(“the Group” — see Note 3), which comprise the consolidated balance sheet at 31 December 2011 and the
related consolidated income statement, consolidated statement of recognised income and expense,
consolidated statement of changes in equity, consolidated statement of cash flows and notes to the
consolidated financial statements for the year then ended. As indicated in Note 1.2 to the accompanying
consolidated financial statements, the directors of the Bank are responsible for the preparation of the
Group’s consolidated financial statements in accordance with International Financial Reporting Standards as
adopted by the European Union and the other provisions of the regulatory financial reporting framework
applicable to the Group. Our responsibility is to express an opinion on the consolidated financial statements
taken as a whole based on our audit work performed in accordance with the audit regulations in force in
Spain, which require examination, by means of selective tests, of the evidence supporting the consolidated
financial statements and evaluation of whether their presentation, the accounting principles and policies
applied and the estimates made comply with the applicable regulatory financial reporting framework.

In our opinion, the accompanying consolidated financial statements for 2011 present fairly, in all material
respects, the consolidated equity and consolidated financial position of the Banco Bilbao Vizcaya
Argentaria Group at 31 December 2011, and the consolidated results of its operations and its consolidated
cash flows for the year then ended, in conformity with International Financial Reporting Standards as
adopted by the European Union and the other provisions of the regulatory financial reporting framework
applicable to the Group.

The accompanying consolidated directors’ report for 2011 contains the explanations which the Bank’s
directors consider appropriate about the Group’s situation, the evolution of its business and other matters,
but is not an integral part of the consolidated financial statements. We have checked that the accounting
information in the consolidated directors’ report is consistent with that contained in the consolidated
financial statements for 2011. Our work as auditors was confined to checking the consolidated directors’
report with the aforementioned scope, and did not include a review of any information other than that drawn
from the accounting records of Banco Bilbao Vizcaya Argentaria, S.A. and of the companies composing,
together with the Bank, the Group.
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BBVA Group

Consolidated balance sheets as of December 31, 2011, 2010 and 2009

Millions of Euros
ASSETS Notes “ 2010 (*) 2009 (*)

CASH AND BALANCES WITH CENTRAL BANKS 9 30,939 19,981 16,344
FINANCIAL ASSETS HELD FOR TRADING 10 70,602 63,283 69,733
Loans and advances to credit institutions = - -
Loans and advances to customers = - -

Debt securities 20,975 24,358 34,672
Equity instruments 2,198 5,260 5,783
Trading derivatives 47,429 33,665 29,278
OTHER FINANCIAL ASSETS DESIGNATED AT FAIR VALUE
THROUGH PROFIT OR LOSS 11 2977 2,774 2,337

Loans and advances to credit institutions = - -
Loans and advances to customers = - -

Debt securities 708 688 639
Equity instruments 2,269 2,086 1,698
AVAILABLE-FOR-SALE FINANCIAL ASSETS 12 58,144 56,456 63,521
Debt securities 52,914 50,875 57,071
Equity instruments 5,230 5,581 6,450
LOANS AND RECEIVABLES 13 381,076 364,707 346,117
Loans and advances to credit institutions 26,107 23,637 22,239
Loans and advances to customers 351,900 338,857 323,442
Debt securities 3,069 2,213 436
HELD-TO-MATURITY INVESTMENTS 14 10,955 9,946 5,437
FAIR VALUE CHANGES OF THE HEDGED ITEMS IN PORTFOLIO
HEDGES OF INTEREST RATE RISK 15 146 40 -
HEDGING DERIVATIVES 15 4,552 3,563 3,595
NON-CURRENT ASSETS HELD FOR SALE 16 2,090 1,529 1,050
INVESTMENTS IN ENTITIES ACCOUNTED FOR USING THE
EQUITY METHOD 17 5,843 4,547 2,922
Associates 5,567 4,247 2,614
Jointly controlled entities 276 300 308
INSURANCE CONTRACTS LINKED TO PENSIONS - - -
REINSURANCE ASSETS 18 26 28 29
TANGIBLE ASSETS 19 7,330 6,701 6,507
Property, plants and equipment 5,740 5,132 4,873
For own use 4905 4,408 4,182
Other assets leased out under an operating lease 835 724 691
Investment properties 1,590 1,569 1,634
INTANGIBLE ASSETS 20 8,677 8,007 7,248
Goodwill 6,798 6,949 6,396
Other intangible assets 1,879 1,058 852
TAX ASSETS 21 7,841 6,649 6,273
Current 1,509 1,113 1,187
Deferred 6,332 5,536 5,086
OTHER ASSETS 22 6,490 4,527 3,952
Inventories 3,994 2,788 1,933
Rest 2,496 1,739 2,019
TOTAL ASSETS 597,688 552,738 535,065

(*) Presented for comparison purposes only

The accompanying Notes 1to 60 and Appendices | to Xll are an integral part of the consolidated balance sheet as of
December 31, 2011.
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BBVA Group

Consolidated balance sheets as of December 31, 2011, 2010 and 2009

Millions of Euros

LIABILITIES AND EQUITY Notes m 2010 (*) 2009 (*)

FINANCIAL LIABILITIES HELD FOR TRADING 10 51,303 37,212 32,830
Deposits from central banks - - N
Deposits from credit institutions - - -
Customer deposits = - -
Debt certificates - - -
Trading derivatives 46,692 33,166 29,000
Short positions 4,611 4,046 3,830
Other financial liabilities - - -

OTHER FINANCIAL LIABILITIES DESIGNATED AT FAIR VALUE

THROUGH PROFIT OR LOSS 11 1,825 1,607 1,367
Deposits from central banks 5 - N
Deposits from credit institutions - - -
Customer deposits = - -
Debt certificates - - -
Subordinated liabilities - - -

Other financial liabilities 1,825 1,607 1,367
FINANCIAL LIABILITIES AT AMORTIZED COST 23 479,904 453,164 447,936
Deposits from central banks 33,147 11,010 21,166
Deposits from credit institutions 59,356 57,170 49,146
Customer deposits 282,173 275,789 254,183
Debt certificates 81,930 85,179 99,939
Subordinated liabilities 15419 17,420 17,878
Other financial liabilities 7,879 6,596 5,624
FAIR VALUE CHANGES OF THE HEDGED ITEMS IN PORTFOLIO
HEDGES OF INTEREST RATE RISK 15 - (2) -
HEDGING DERIVATIVES 15 2,710 1,664 1,308
LIABILITIES ASSOCIATED WITH NON-CURRENT ASSETS HELD
FOR SALE 16 - - -
LIABILITIES UNDER INSURANCE CONTRACTS 24 7,737 8,034 7,186
PROVISIONS 25 7,561 8,322 8,559
Provisions for pensions and similar obligations 26 5,577 5,980 6,246
Provisions for taxes and other legal contingencies 350 304 299
Provisions for contingent risks and commitments 291 264 243
Other provisions 1,343 1,774 1,771
TAX LIABILITIES 21 2,330 2,195 2,208
Current 772 604 539
Deferred 1,558 1,591 1,669
OTHER LIABILITIES 22 4,260 3,067 2,908
TOTAL LIABILITIES 557,630 515,263 504,302

(*) Presented for comparison purposes only
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BBVA Group

Consolidated balance sheets as of December 31, 2011, 2010 and 2009

Millions of Euros

LIABILITIES AND EQUITY (Continued) Notes m 2010 () 2009 (%)

STOCKHOLDERS’ FUNDS 40,952 36,689 29,362
Common Stock 27 2,403 2,201 1,837
Issued 2,403 2,201 1,837
Unpaid and uncalled (-) - - -
Share premium 28 18,970 17,104 12,453
Reserves 29 17,940 14,360 12,074
Accumulated reserves (losses) 17,580 14,305 11,765
Reserves (losses) of entities accounted for using the equity
method 360 55 309
Other equity instruments 51 37 12
Equity component of compound financial instruments = - -
Other equity instruments 51 37 12
Less: Treasury stock 30 (300) (552) (224)
Income attributed to the parent company 3,004 4,606 4,210
Less: Dividends and remuneration (1,116) (1,067) (1,000)
VALUATION ADJUSTMENTS 31 (2,787) (770) (62)
Available-for-sale financial assets (682) 333 1,951
Cash flow hedging 30 49 188
Hedging of net investment in foreign transactions (158) (158) 219
Exchange differences (1,937) (978) (2,236)
Non-current assets held-for-sale - - -
Entities accounted for using the equity method 188 (16) (184)
Other valuation adjustments (228) - -
NON-CONTROLLING INTEREST 32 1,893 1,556 1,463
Valuation adjustments 36 (86) 18
Rest 1,857 1,642 1,445
TOTAL EQUITY 40,058 37,475 30,763
TOTAL LIABILITIES AND EQUITY 597,688 552,738 535,065

Millions of Euros

MEMORANDUM ITEM Notes“ 2010 (*) 2009 (*)

CONTINGENT RISKS 34 39,904 36,441 33,185
CONTINGENT COMMITMENTS 34 93,766 90,574 92,323

(*) Presented for comparison purposes only

The accompanying Notes 1to 60 and Appendices | to Xll are an integral part of the consolidated balance sheet as of
December 31, 2011.
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BBVA Group

Consolidated income statements for the years ended December 31, 2011, 2010 and

2009
Millions of Euros
Notes m 2010 (¥) 2009 (%
INTEREST AND SIMILAR INCOME 39 24,188 21,134 23,775
INTEREST AND SIMILAR EXPENSES 39 (11,028) (7,814) (9,893)
NET INTEREST INCOME 13,160 13,320 13,882
DIVIDEND INCOME 40 562 529 443
SHARE OF PROFIT OR LOSS OF ENTITIES ACCOUNTED FOR
USING THE EQUITY METHOD 41 600 335 120
FEE AND COMMISSION INCOME 42 5,618 5,382 5,305
FEE AND COMMISSION EXPENSES 43 (1,058) (845) (875)
NET GAINS (LOSSES) ON FINANCIAL ASSETS AND LIABILITIES 44 1,114 1,441 892
Financial instruments held for trading 1,054 643 321
Other financial instruments at fair value through profit or loss 4 83 79
Other financial instruments not at fair value through profit or loss 56 715 492
Rest o - -
EXCHANGE DIFFERENCES (NET) 365 453 652
OTHER OPERATING INCOME 45 4,247 3,543 3,400
Income on insurance and reinsurance contracts 3,317 2,597 2,567
Financial income from non-financial services 656 647 493
Rest of other operating income 274 299 340
OTHER OPERATING EXPENSES 45 (4,042) (3,248) (3,153)
Expenses on insurance and reinsurance contracts (2,436) (1,815) (1,847)
Changes in inventories (298) (554) (417)
Rest of other operating expenses (1,308) (879) (889)
GROSS INCOME 20,566 20,910 20,666
ADMINISTRATION COSTS 46 (9,104) (8,207) (7,662)
Personnel expenses (5,311) (4,814) (4,651)
General and administrative expenses (3,793) (3,393) (3,011)
DEPRECIATION AND AMORTIZATION 47 (847) (761) (697)
PROVISIONS (NET) 48 (510) (482) (458)
IMPAIRMENT LOSSES ON FINANCIAL ASSETS (NET) 49 (4,226) (4,718) (5,473)
Loans and receivables (4,201) (4,563) (5,199)
Other financial instruments not at fair value through profit or loss (25) (155) (274)
NET OPERATING INCOME 5,879 6,742 6,376

(*) Presented for comparison purposes only.
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BBVA Group

Consolidated income statements for the years ended December 31, 2011, 2010 and
2009

Millions of Euros

(Continued) Notes m 2010 (*) 2009 (%)

NET OPERATING INCOME 5,879 6,742 6,376
IMPAIRMENT LOSSES ON OTHER ASSETS (NET) 50 (1,885) (489) (1,618)
Goodwill and other intangible assets (1,444) (13) (1,100)
Other assets (441) (476) (518)
GAINS (LOSSES) ON DERECOGNIZED ASSETS NOT CLASSIFIED
AS NON-CURRENT ASSETS HELD FOR SALE 51 46 41 20
NEGATIVE GOODWILL - 1 99
GAINS (LOSSES) IN NON-CURRENT ASSETS HELD FOR SALE NOT
CLASSIFIED AS DISCONTINUED OPERATIONS 52 (270) 127 859
INCOME BEFORE TAX 3,770 6,422 5,736
INCOME TAX 21 (285) (1,427) (1,141)
INCOME FROM CONTINUING TRANSACTIONS 3,485 4,995 4,595
INCOME FROM DISCONTINUED TRANSACTIONS (NET) - - -
| 'NETINCOME 3,485 4,995 4595 |
Net Income attributed to parent company 3,004 4,606 4210
Net income attributed to non-controlling interests 32 481 389 385
Euros
Note 2010 (*) 2009 (*)
Basic earnings per share 0.64 1.14 1.07
Diluted earnings per share 0.64 1.14 1.07

(*) Presented for comparison purposes only.

The accompanying Notes 1to 60 and Appendices | to Xll are an integral part of the consolidated income statement for the
year ending December 31, 2011.
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BBVA Group

Consolidated statements of recognized income and expenses for the years ended
December 31, 2011, 2010 and 2009

Millions of Euros

2010 (*) 2009 (*)

NET INCOME RECOGNIZED IN INCOME STATEMENT 3,485 4,995 4,595
OTHER RECOGNIZED INCOME (EXPENSES) (1,894) (813) 1,061
Available-for-sale financial assets (1,240) (2,166) 1,502
Valuation gains/(losses) (1,351) (1,963) 1,520
Amounts removed to income statement 89 (206) (18)
Reclassifications 22 3 -
Cash flow hedging (32) (190) (32)
Valuation gains/(losses) (61) (156) (21)
Amounts removed to income statement 29 (34) (11)
Amounts removed to the initial carrying amount of the
hedged items - - -
Reclassifications - - -
Hedging of netinvestment in foreign transactions - (377) (27)
Valuation gains/(losses) - (377) (27)

Amounts removed to income statement 5 - _
Reclassifications - - -

Exchange differences (960) 1,384 68
Valuation gains/(losses) (963) 1,380 141
Amounts removed to income statement 3 4 (73)

Reclassifications - - -
Non-current assets held for sale > - -
Valuation gains/(losses) S - -
Amounts removed to income statement = - -
Reclassifications - - -

Actuarial gains and losses in post-employment plans (240) - -
Entities accounted for using the equity method 204 228 (88)
Valuation gains/(losses) 204 228 (88)

Amounts removed to income statement - - -
Reclassifications - - -

Rest of recognized income and expenses (90) - -

Income tax 464 308 (362)

TOTAL RECOGNIZED INCOME/EXPENSES 1,591 4,182 5,656 |
Attributed to the parent company 987 3,898 5,078
Attributed to minority interests 604 284 578

(*) Presented for comparison purposes only.

The accompanying Notes 1to 60 and Appendices | to Xll are an integral part of the consolidated statement of recognized
income and expenses for the year ended December 31, 2011.
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Balances as of January 1, 2011
Effect of changes in accounting policies

Effect of correction of errors

BBVA Group

Consolidated statements of changes in equity for the years

ended December 31, 2011, 2010 and 2009

Millions of Euros
Total Equity Attributed to the Parent Company
Stockholders’ Funds

Reserves (Note 29)

Reserves (Losses)
Accumulated from Entities
Reserves (Losses) JAccounted for Using
the Equity Method

Less: Income
Treasury Attributed to
Stock the Parent

(Note 30) Company

Other
Equity
Instruments

Common
Stock
(Note 27)

Share Premium|
(Note 28)

17,104 14,305

Less:
Dividends
and
Remunerations
(Note 4)

(1,067)

(1,067)

Valuation
Adjustments
(Note 31)

Total
Stockholders’
Funds

36,689

36,689 (170)

Non-
controlling
Interests
(Note 32)

35,919

37,475

Adjusted initial balance 2,201 17,104 14,305 55 37 (552) 4,606 35,919 1,556 37,475
Total income/expense recognized - - - - - - 3,004 3,004 (2,017) 987 604 1,591
Other changes in equity 202 1,866 3,275 305 14 252 (4,606) (49) 1,259 - 1,259 (267) 992
Common stock increase 68 - (68) - - - - - - - - -
Common stock reduction - - - - - - - =
Conversion of financial liabilities into capital 134 1,866 - - - - - 2,000 - 2,000 - 2,000
Increase of other equity instruments - 14 - 14 - 14 - 14
Reclassification of financial liabilities to other equity instruments - - - - - - - - -
Reclassification of other equity instruments to financial liabilities - - - - - - - - - - -
Dividend distribution - - (937) (937) - (937) (273) (1,210)
Transactions including treasury stock and other equity instruments (net) - (14) - - 252 - - 238 - 238 - 238
Transfers between total equity entries 3,239 300 (4,606) 1,067 - - - =
Increase/Reduction due to business combinations - - - - - - - - =
Payments with equity instruments - - - - - - - - - =
Rest of increases/reductions in total equity - 118 5 - - (179) (56) - (56) 6 (50)
Of which: - - - - - - =
Acquisition of the free allotment rights - - - - - - - (179) (179) - (179) - (179)
Balances as of December 31, 2011 2,403 18,970 17,580 360 51 (300) 3,004 (1,116) 40,952 (2,787) 38,165 1,893 40,058

The accompanying Notes 1to 60 and Appendices | to Xll are an integral part of the consolidated statement of changes

in equity for the year ended December 31, 2011.
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BBVA Group

Consolidated statements of changes in equity for the years
ended December 31, 2011, 2010 and 2009

Millions of Euros

Total Equity Attributed to the Parent Company

s’ Funds
Reserves (Note 29) Less: ! Non-controlling Total
Common Share Other D Income Dividen‘ds Total \{aluatlan Interests Equity
L Reserves (Losses) ; Treasury Aftributed to . Adjustments  Total (Note 32) *
2010 Stock Premium Accumulated from Entities Equity Stock the Parent and ) Stockholders (Note 31) *)
(Note 27) (Note 28) Reserves (Losses) Accounted for Using Instruments (Note 30) Company Remunerations Funds
the Equity Method (Note 4)
Balances as of January 1, 2010 1,837 12,453 11,765 309 12 (224) 4,210 (1,000) 29,362 (62) 29,300 1,463 30,763
Effect of changes in accounting policies - - - - - - - - - - - - o
Effect of correction of errors - - - - - - - - - - - - -
Adjusted initial balance 1,837 12,453 11,765 309 12 (224) 4,210 (1,000) 29,362 (62) 29,300 1,463 30,763
Total incomel/expense recognized - - - - - - 4,606 - 4,606 (708) 3,898 284 4,182
Other changes in equity 364 4,651 2,540 (254) 25 (328) (4,210) (67) 2,721 - 2,721 (191) 2,530
Common stock increase 364 4,651 - - - - - - 5,015 - 5,015 - 5,015
Common stock reduction - - - - - - - - - - - - -
Conversion of financial liabilities into capital - - - - - - - - - - - - -
Increase of other equity instruments - - - - 25 - - - 25 - 25 - 25
Reclassification of financial liabilities to other equity instruments - - - - - - - - - - - - -
Reclassification of other equity instruments to financial liabilities - - - - - - - - - - - - =
Dividend distribution - - - - - - (558) (1,067) (1,625) - (1,625) (197) (1,822)
Transactions including treasury stock and other equity instruments (net) - - (105) - - (328) - - (433) - (433) - (433)
Transfers between total equity entries - - 2,865 (213) - - (3,652) 1,000 - - . - o
Increase/Reduction due to business combinations - - - - - - - - - - o
Payments with equity instruments - - - - - - - - - - - -
Rest of increases/reductions in total equity - - (220) (41) - - - - (261) - (261) 6 (255)
Balances as of December 31, 2010 2,201 17,104 14,305 55 37 (552) 4,606 (1,067) 36,689 (770) 35,919 1,556 37,475

(*) Presented for comparison purposes only

10
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BDBVA Group

Consolidated statements of changes in equity for the years

ended December 31, 2011, 2010 and 2009

Millions of Euros

Total Equity Attributed to the Parent Company

Stockholders’ Funds

Reserves (Note 29)

Non-controllin
Common Share R Other Less: Income Di\l;izsesr:ds Total Valuation Interests l TOt-aI
Stock Premium =SS nosses) el Treasury  Attributed to o Stockholders: Adiustments  Total (Note 32) Equity
2009 Accumulated from Entities _ J Stock the Parent . (Note 31)
(Note 27) (Note 28) Reserves (Losses) Accounted for Using  Instruments (Note 30) Company Remunerations Funds
the Equity Method (Note 4)
Balances as of January 1, 2009 1,837 12,770 8,801 609 89 (720) 5,020 (1,820) 26,586 (930) 25,656 1,049 26,705
Effect of changes in accounting policies - - - - - - - - - - - - -
Effect of correction of errors - - - - - - - - - - - - -
Adjusted initial balance 1,837 12,770 8,801 609 89 (720) 5,020 (1,820) 26,586 (930) 25,656 1,049 26,705
Total income/expense recognized - - - - - - 4,210 4,210 868 5,078 578 5,656
Other changes in equity - (317) 2,964 (300) (77) 496 (5,020) 820 (1,434) - (1,434) (164) (1,598)
Common stock increase - - - - - - - - - - - -
Common stock reduction - - - - - - - - - - - -
Conversion of financial liabilities into capital - - - - - - - - - - - -
Increase of other equity instruments - - - - 10 - - 10 - 10 - 10
Reclassification of financial liabilities to other equity instruments - - - - - - - - - - - -
Reclassification of other equity instruments to financial liabilities - - - - - - - - - - - - -
Dividend distribution - - - - - - - (1,000) (1,000) - (1,000) (144) (1,144)
Transactions including treasury stock and other equity instruments (net) - - (238) - - 496 - 258 - 258 - 258
Transfers between total equity entries - - 3,378 (178) - - (5,020) 1,820 - - - - -
Increase/Reduction due to business combinations - - - - - - - - - - - 0
Payments with equity instruments - (317) - - (87) - - (404) - (404) - (404)
Rest of increases/reductions in total equity - - (176) (122) - - - (298) - (298) (20) (318)
Balances as of December 31, 2009 1,837 12,453 11,765 309 12 (224) 4,210 (1,000) 29,362 (62) 29,300 1,463 30,763

(*) Presented for comparison purposes only
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BDBVA Group

Consolidated statements of cash flows for the years ended December 31, 2011, 2010 and

2009
Millions of Euros
Notes m 2010 (*) 2009 (*)
CASH FLOW FROM OPERATING ACTIVITIES (1) 53 19,811 8,503 2,567
Net income for the year 3,485 4,995 4,595
Adjustments to obtain the cash flow from operating activities: 3,090 (534) (591)
Depreciation and amortization 847 761 697
Other adjustments 2,243 (1,295) (1,288)
Net increase/decrease in operating assets 17,340 6,452 (9,781)
Financial assets held for trading 7,319 (6,450) (3,566)
Other financial assets designated at fair value through profit or loss 203 437 582
Available-for-sale financial assets 1,131 (7,064) 15,741
Loans and receivables 6,461 18,590 (23,377)
Other operating assets 2,226 939 839
Net increase/decrease in operating liabilities 30,291 9,067 (12,359)
Financial liabilities held for trading 14,090 4,383 (10,179)
Other financial liabilities designated at fair value through profit or loss 218 240 334
Financial liabilities at amortized cost 16,265 5,687 (3,564)
Other operating liabilities (282) (1,243) 1,050
Collection/Payments for income tax 285 1,427 1,141
CASH FLOWS FROM INVESTING ACTIVITIES (2) 53 (6,622) (7,078) (643)
Investment 8,524 8,762 2,396
Tangible assets 1,313 1,040 931
Intangible assets 612 464 380
Investments 430 1,209 2
Subsidiaries and other business units 4,653 77 7
Non-current assets held for sale and associated liabilities 1,516 1,464 920
Held-to-maturity investments - 4,508 156
Other settlements related to investing activities - - -
Divestments 1,902 1,684 1,753
Tangible assets 175 261 793
Intangible assets 1 6 147
Investments - 1 1
Subsidiaries and other business units 18 69 32
Non-current assets held for sale and associated liabilities 870 1,347 780
Held-to-maturity investments 838 - -

Other collections related to investing activities - - -
(*) Presented for comparison purposes only.
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BBVA Group

Consolidated statements of cash flows for the years ended
December 31, 2011, 2010 and 2009

Millions of Euros

(Continued) Notes “ 2010 (*) 2009 (*)

CASH FLOWS FROM FINANCING ACTIVITIES (3) 53 (1,269) 1,148 (74)
Investment 6,282 12,410 10,012
Dividends 1,031 1,218 1,567
Subordinated liabilities 230 2,846 1,667
Common stock amortization - - -
Treasury stock acquisition 4,825 7,828 6,431
Other items relating to financing activities 196 518 347
Divestments 5,013 13,558 9,938
Subordinated liabilities - 1,205 3,103
Common stock increase - 4,914 -
Treasury stock disposal 5,013 7,439 6,835
Other items relating to financing activities - - -
EFFECT OF EXCHANGE RATE CHANGES (4) (960) 1,063 (161)
NET INCREASE/DECREASE IN CASH OR CASH EQUIVALENTS
(1+2+3+4) 10,960 3,636 1,689
CASH OR CASH EQUIVALENTS AT BEGINNING OF THE YEAR 19,967 16,331 14,642
CASH OR CASH EQUIVALENTS AT END OF THE YEAR 30,927 19,967 16,331

Millions of Euros

COMPONENTS OF CASH AND EQUIVALENT AT END OF THE YEAR Notes “ 2010 (*) 2009 (*)

Cash 4,611 4,284 4,218
Balance of cash equivalent in central banks 26,316 15,683 12,113
Other financial assets o - -
Less: Bank overdraft refundable on demand = - -
TOTAL CASH OR CASH EQUIVALENTS AT END OF THE YEAR 9 30,927 19,967 16,331

Of which:
Held by consolidated subsidiaries but not available for the Group - - -

(*) Presented for comparison purposes only.

The accompanying Notes 1to 60 and Appendices | to Xll are an integral part of the consolidated statement of
cash flows for the year ended December 31, 2011.
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BBVA Group

Notes to consolidated income statements for the year ended
December 31, 2011

1. Introduction, basis for presentation of the consolidated financial
statements and internal control of financial information

1.1 Introduction

Banco Bilbao Vizcaya Argentaria, S.A. (hereinafter “the Bank” or “BBVA") is a private-law entity subject to the
laws and regulations governing banking entities operating in Spain. It carries out its activity through branches
and agencies across the country and abroad.

The Bylaws and other public information are available for consultation at the Bank’s registered address (Plaza
San Nicolds, 4 Bilbao) and on its official website: www.bbva.com.

In addition to the transactions it carries out directly, the Bank heads a group of subsidiaries, jointly-controlled
and associated entities which perform a wide range of activities and which together with the Bank constitute
the Banco Bilbao Vizcaya Argentaria Group (hereinafter, “the Group” or “the BBVA Group”). In addition to its
own individual financial statements, the Bank is therefore obliged to prepare the Group’s consolidated financial
statements.

As of December 31, 2011, the BBVA Group was made up of 293 fully consolidated and 27 proportionately
consolidated companies, as well as 73 companies consolidated using the equity method (see Notes 3 and 17
and Appendices Il to VID.

The BBVA Group’s consolidated financial statements for the years ending December 31, 2010 and 2009 were
approved by the shareholders at the Bank’s Annual General Meetings held on March 11, 2011 and March 12,
2010, respectively.

The consolidated financial statements of the BBVA Group and the separate financial statements of the Bank
and of nearly all the Group companies for the year ended December 31, 2011 have not yet been approved by
their shareholders at the respective Annual General Meetings. However, the Bank’s Board of Directors
considers that the aforementioned financial statements will be approved without any changes.

1.2 Basis for the presentation of the consolidated financial statements

The BBVA Group’s consolidated financial statements are presented in accordance with the International
Financial Reporting Standards endorsed by the European Union (EU-IFRS) applicable at year-end 2011, and
additionally considering the Bank of Spain Circular 4/2004, dated December 22 (and as amended thereafter).
This Bank of Spain Circular is the regulation that implements and adapts the EU-IFRS for Spanish banks.

The BBVA Group’s consolidated financial statements for the year ended December 31, 2011 were prepared by
the Bank’s directors (at the Board Meeting held on February 1, 2012) by applying the principles of consolidation,
accounting policies and valuation criteria described in Note 2, so that they present fairly the Group's
consolidated equity and financial position as of December 31, 2011, together with the consolidated results of its
operations and cash flows generated during 2011.

These consolidated financial statements were prepared on the basis of the accounting records kept by the
Bank and each of the other entities in the Group. However, they include the adjustments and reclassifications
required to harmonize the accounting policies and valuation criteria used by most of the Group (see Note 2.2).

All obligatory accounting standards and valuation criteria with a significant effect in the consolidated financial
statements were applied in their preparation.

The amounts reflected in the accompanying consolidated financial statements are presented in millions of
euros, unless it is more convenient to use smaller units. Some items that appear without a total in these
consolidated financial statements do so because of the size of the units used. Also, in presenting amounts in
millions of euros, the accounting balances have been rounded up or down. It is therefore possible that the
amounts appearing in some tables are not the exact arithmetical sum of their component figures.
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The percentage changes in amounts have been calculated using figures expressed in thousands of euros.

1.3 Comparative information

The information contained in these consolidated financial statements for 2010 and 2009 is presented solely for
the purpose of comparison with information relating to December 31, 2011. It does not constitute the
consolidated financial statements for the BBVA Group for 2010 and 2009.

As mentioned in Note 6, the BBVA Group's business areas were redefined in 2011. This involved changes to the
structure current in 2010 and 20009. In order to make it easier to compare information against these years, the
information for 2010 and 2009 has been reworked in accordance with the criteria used in 2011, as established
by IFRS 8 "Operating Segments”.

1.4 Seasonal nature of income and expenses

The nature of the most significant operations carried out by the BBVA Group’s entities is mainly related to
traditional activities carried out by financial institutions, which are not significantly affected by seasonal
factors.

1.5 Responsibility for the information and for the estimates made

The information contained in the BBVA Group’s consolidated financial statements is the responsibility of the
Bank’s directors, who at times have to make estimates to determine the balances of some assets, liabilities,
income, expenses and commitments recorded in them. These estimates relate mainly to the following:

- Impairment on certain financial assets (see Notes 7, 8,12, 13,14 and 17).

- The assumptions used to quantify certain provisions (see Note 25) and for the actuarial calculation of post-
employment benefit liabilities and commitments (see Note 26).

- The useful life and impairment losses of tangible and intangible assets (see Notes 16, 19, 20 and 22).
- The valuation of goodwill arising on consolidation (see Notes 17 and 20).

- Thefair value of certain unlisted financial assets and liabilities in organized markets (see Notes 7, 8,10, 11, 12
and 15).

Although these estimates were made on the basis of the best information available as of December 31, 2011 on
the events analyzed, future events may make it necessary to modify them (either up or down) over the coming
years. This would be done in accordance with applicable regulations and prospectivelly, recording the effects
of the changes in the estimates in the corresponding consolidated income statements.

1.6 Control of the BBVA Group’s financial reporting

The financial information prepared by the BBVA Group is subject to a system of internal control (Internal
Control over Financial Reporting or ICFR). Its aim is to provide reasonable security with respect to its reliability
and integrity, and to ensure that the transactions carried out and processed use the criteria established by the
Group's management and comply with applicable laws and regulations.

The ICFR was developed by the Group's management in accordance with international standards established
by the Committee of Sponsoring Organizations of the Treadway Commission (hereinafter, "COSO). This
stipulates five components that must form the basis of the effectiveness and efficiency of systems of internal
control:

- Assessment of all of the risks that could arise during the preparation of financial information.
- Design the necessary controls to mitigate the most critical risks.
- Monitoring of the controls to ensure they perform correctly and are effective over time.

- Establishment of an appropriate system of information flows to detect and report system weaknesses or
flaws.

- Establishment of a suitable control environment to track all of these activities.
The ICFR is a dynamic model that evolves continuously over time to reflect the reality of the Group’s business

at any time, together with the risks affecting it and the controls designed to mitigate these risks. It is subject to
continuous evaluation by the internal control units.
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The internal control units within each company comply with a common and standard methodology issued by
the corporate internal control units, which also perform a supervisory role over them, as can be seen from the
following diagram:

BBVA’s INTERNAL CONTROL OVER FINANCIAL REPORTING MODEL
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The ICFR Model is also subject to regular evaluations by the Group’s Internal Audit Department and is
supervised by the Audit and Compliance Committee. At the date these consolidated annual financial
statements were prepared, no weaknesses were detected in the evaluation that could have a material or
significant impact on the BBVA Group consolidated financial statements for the year 2011.

The Management Report accompanying these annual financial statements (Chapter 15 of the Annual corporate
Governance Report) describes the internal control system in more detail.

1.7 Mortgage market policies and procedures

The additional disclosures required by Bank of Spain Circular 5/2011, applying Royal Decree 716/2009, dated
April 24, 2009 (which developed certain aspects of Law 2/1981, dated 25 March, on the regulation of the
mortgage market and other mortgage and financial market regulations) are set out in more detail in the Bank’s
individual financial statements for the year ended December 31, 2011.

2. Principles of consolidation, accounting policies and measurement bases
applied and recent EU-IFRS pronouncements

The Glossary (Appendix XlI) includes the definition of some of the financial and economic terms used in Note 2
and subsequent Notes.

2.1 Principles of consolidation

In terms of its consolidation, the BBVA Group is made up of three types of companies: subsidiaries, jointly
controlled entities and associates.

e Subsidiaries: Subsidiaries are those companies which the Group has the capacity to control. (See the
Glossary, Appendix XII, for a more detailed definition of subsidiaries and control).

The financial statements of the subsidiaries are consolidated with those of the Bank using the global
integration method.

The share of minority interests from subsidiaries in the Group’s consolidated equity is presented under the
heading “Non-controlling interests” in the consolidated balance sheets. Their share in the profit or loss for
the year is presented under the heading “Net income attributed to non-controlling interests” in the
accompanying consolidated income statement (see Note 32).

Note 3 includes information related to the main subsidiaries in the Group as of December 31, 2011.
Appendix Il includes other significant information on these companies.
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e Jointly controlled entities: These are entities that are not dependent on a third party, but meet all the
conditions for being considered a “joint business” (see the definition of jointly controlled entities in
Appendix Xll, Glossary). Since the implementation of EU-IFRS, the BBVA Group has applied the following
criteria in relation to the consolidation of its jointly controlled entities:

» Jointly-controlled financial entity: Since it is a financial entity, the best way of reflecting its activities
within the Group’s consolidated financial statements is considered to be the proportionate method of
consolidation.

As of December 31, 2011, 2010 and 20009, the proportionately consolidated jointly controlled financial
entities increased the main figures in the BBVA Group’s consolidated financial statements as shown in
the table below:

Millions of Euros

2011 (*) 2010 2009

Contribution to the Group by Entities Accounted for
Under the Proportionate Method

Assets 18,935 1,040 869
Liabilities 15,232 891 732
Net income 200 19 17

(*) Increases are due basically to Garanti

As of December 31, 2011, the most significant contribution of jointly controlled entities under the
proportionate consolidation method is from Garanti (see Note 3). No additional information is
presented with respect to the other entities as the holdings in these cases are not significant.

Appendix lll shows the main figures for jointly controlled entities consolidated under the proportionate
method.

» Jointly-controlled non-financial entity. The effect of distributing the balance sheet and income
statement amounts belonging to jointly controlled non-financial entities in the Group’s consolidated
financial statements would distort the information provided to investors. It is therefore considered
more appropriate to reflect these investments in the Group’s consolidated financial statements using
the equity method.

Appendix IV shows the main figures for jointly controlled entities consolidated using the equity
method. Note 17 details the impact that application of the proportionate consolidation method on
these entities would have had on the consolidated balance sheet and income statement.

e Associate entities: Associates are companies in which the Group is able to exercise significant influence,
without having total or joint control. Significant influence is deemed to exist when the Group owns 20% or
more of the voting rights of an investee directly or indirectly.

However, certain entities in which the Group owns 20% or more of the voting rights are not included as
Group associates, since the Group does not have the capacity to exercise significant influence over these
entities. Investments in these entities, which do not represent significant amounts for the Group, are
classified as “Available-for-sale financial assets.”

In contrast, some investments in entities in which the Group holds less than 20% of the voting rights are
accounted for as Group associates, as the Group is considered to have the power to exercise significant
influence over these entities.

Appendix IV shows the most significant information related to the associates (see Note 17), which are
consolidated using the equity method.

In all cases, results of subsidiaries acquired by the BBVA Group in a particular year are included taking into
account only the period from the date of acquisition to year-end. Similarly, the results of companies disposed
of during any year are included only taking into account the period from the start of the year to the date of
disposal.

17



Translation of consolidated financial statements originally issued in Spanish and prepared in accordance with EU-IFRSs, as
adopted by the European Union (See Note 60). This English version is a translation of the original in Spanish for information
purposes only. In the event of a discrepancy, the original Spanish-language version prevails.

Individual financial statements -

The separate financial statements of the parent company of the Group (Banco Bilbao Vizcaya Argentaria, S.A.)
are prepared under Spanish regulations (Circular 4/2004 of the Bank of Spain, and subsequent amendments).
The Bank uses the cost method to account for its investment in subsidiaries, associates and jointly owned
companies, as permitted by IAS 27.

Appendix | shows BBVA’s individual financial statements as of December 31, 2011 and 2010.

2.2 Accounting policies and valuation criteria applied

The accounting standards and policies and the valuation criteria applied in preparing these consolidated
financial statements may differ from those used by some of the entities in the BBVA Group. For this reason, the
necessary adjustments and reclassifications have been introduced in the consolidation process to standardize
these principles and criteria and comply with the EU-IFRS.

The accounting standards and policies and valuation criteria used in preparing these consolidated financial
statements are as follows:

2.2.1 Financial Instruments
Measurement of financial instruments and recognition of changes in subsequent fair value

All financial instruments are initially accounted for at fair value which, unless there is evidence to the contrary,
shall be the transaction price.

All the changes in the financial instruments, except in trading derivatives, arising from the accrual of interests
and similar items are recognized under the headings “Interest and similar income” or “Interest and similar
expenses”, as appropriate, in the accompanying consolidated income statement for the year in which the
accrual took place (see Note 39). The dividends paid from other companies are recognized under the heading
“Dividend income” in the accompanying consolidated income statement for the year in which the right to
receive them arises (see Note 40).

The changes in fair value after the initial recognition, for reasons other than those mentioned in the preceding
paragraph, are treated as described below, according to the categories of financial assets and liabilities:

“Financial assets held for trading” and “Other financial assets and liabilities designated at fair value
through profit or loss”

The assets and liabilities recognized in these chapters of the consolidated balance sheets are measured at
fair value and changes in value (gains or losses) are recognized as their net value under the heading “Net
gains (losses) on financial assets and liabilities” in the accompanying consolidated income statements (see
Note 44). However, changes resulting from variations in foreign exchange rates are recognized under the
heading “Exchange differences (net)" in the accompanying consolidated income statements.

e  “Available-for-sale financial assets”

Assets recognized under these headings in the consolidated balance sheets are measured at their fair
value. Subsequent changes in this measurement (gains or losses) are recognized temporarily for their
amount net of tax effect, under the heading “Valuation adjustments - Available-for-sale financial assets” in
the consolidated balance sheets.

Changes in the value of non-monetary items by changes in foreign exchange rates are recognized
temporarily under the heading “Valuation adjustments - Exchange differences” in the accompanying
consolidated balance sheets. Changes in foreign exchange rates resulting from monetary items are
recognized under the heading “Exchange differences (net)" in the accompanying consolidated income
statements.

The amounts recognized under the headings “Valuation adjustments - Available-for-sale financial assets”
and “Valuation adjustments - Exchange differences” continue to form part of the Group's consolidated
equity until the asset is derecognized from the consolidated balance sheet or until an impairment loss is
recognized in the financial instrument in question. If these assets are sold, these amounts are
derecognized and entered under the headings “Net gains (losses) on financial assets and liabilities” or
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“Exchange differences (net)", as appropriate, in the consolidated income statement for the year in which
they are derecognized.

The gains from sales of other equity instruments considered strategic investments registered under
“Available-for-sale financial assets” are recognized under the heading “Gains (losses) in non-current assets
held-for-sale not classified as discontinued operations” in the consolidated income statement, even if they
had not been classified in a previous balance sheet as non-current assets held for sale (see Note 52).

The net impairment losses in “Available-for-sale financial assets” over the year are recognized under the
heading “Impairment losses on financial assets (net) - Other financial instruments not at fair value through
profit or loss” (see Note 49) in the consolidated income statements for that year.

“Loans and receivables”, “Held-to-maturity investments” and “Financial liabilities at amortized cost”

Assets and liabilities recognized under these headings in the accompanying consolidated balance sheets
are measured at “amortized cost” using the “effective interest rate” method. This is because the
consolidated entities intend to hold such financial instruments to maturity.

Net impairment losses of assets recognized under these headings arising in a particular year are
recognized under the heading “Impairment losses on financial assets (net) - Loans and receivables” or
“Impairment losses on financial assets (net) - Other financial instruments not valued at fair value through
profit or loss” (see Note 49) in the consolidated income statement for that year.

“Hedging derivatives” and “Fair value changes of the hedged items in portfolio hedges of interest-
rate risk”

Assets and liabilities recognized under these headings in the accompanying consolidated balance sheets
are measured at fair value.

Changes produced subsequent to the designation of the hedging relationship in the measurement of
financial instruments designated as hedged items as well as financial instruments designated as hedge
accounting instruments are recognized as follows:

» In fair value hedges, the changes in the fair value of the derivative and the hedged item attributable to
the hedged risk are recognized under the heading “Net gains (losses) on financial assets and liabilities”
in the consolidated income statement, with a balancing item under the headings where hedging items
("Hedging derivatives") and the hedged items are recognized, as applicable.

In fair value hedges of interest rate risk of a portfolio of financial instruments (portfolio-hedges), the
gains or losses that arise in the measurement of the hedging instrument are recognized in the
consolidated income statement, and the gains or losses that arise from the change in the fair value of
the hedged item (attributable to the hedged risk) are recognized in the consolidated income
statement, using, as a balancing item, the headings "Fair value changes of the hedged items in portfolio
hedges of interest rate risk" in the consolidated balance sheets, as applicable.

» In cash flow hedges, the gain or loss on the hedging instruments relating to the effective portion are
recognized temporarily under the heading "Valuation adjustments - Cash flow hedging” in the
consolidated balance sheets. These differences are recognized in the accompanying consolidated
income statement at the time when the gain or loss in the hedged instrument affects profit or loss,
when the forecast transaction is executed or at the maturity date of the hedged item. Almost all of the
hedges used by the Group are for interest-rate risks. Therefore, the valuation changes are recognized
under the headings “Interest and similar income” or “Interest and similar expenses” as appropriate, in
the accompanying consolidated income statement (see Note 39).

Differences in the measurement of the hedging items corresponding to the ineffective portions of
cash flow hedges are recognized directly in the heading “Net gains (losses) on financial assets and
liabilities” in the consolidated income statement.

» In the hedges of net investments in foreign operations, the differences produced in the effective
portions of hedging items are recognized temporarily under the heading "Valuation adjustments -
Hedging of net investments in foreign transactions" in the consolidated balance sheets. These
differences in valuation are recognized under the heading “Exchange differences (net)" in the
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consolidated income statement when the investment in a foreign operation is disposed of or
derecognized.

e Other financial instruments
The following exceptions are applicable with respect to the above general criteria:

» Equity instruments whose fair value cannot be determined in a sufficiently objective manner and
financial derivatives that have those instruments as their underlying asset and are settled by delivery
of those instruments remain in the consolidated balance sheet at acquisition cost; this may be
adjusted, where appropriate, for any impairment loss.

» Valuation adjustments arising from financial instruments classified at the consolidated balance sheet
date as non-current assets held for sale are recognized with a balancing entry under the heading
“Valuation adjustments - Non-current assets held for sale” in the accompanying consolidated balance
sheets.

Impairment losses on financial assets -
Definition of impaired financial assets

A financial asset is considered to be impaired - and therefore its carrying amount is adjusted to reflect the
effect of impairment - when there is objective evidence that events have occurred which:

- In the case of debt instruments (loans and debt securities), give rise to an adverse impact on the future
cash flows that were estimated at the time the transaction was arranged. So they are considered impaired
when there are reasonable doubts that the balances will be recovered in full and/or the related interest will
be collected for the amounts and on the dates initially agreed.

- Inthe case of equity instruments, mean that their carrying amount may not be fully recovered.

As a general rule, the carrying amount of impaired financial instruments is adjusted with a charge to the
consolidated income statement for the period in which the impairment becomes known. The recoveries of
previously recognized impairment losses are registered, if appropriate, in the consolidated income statement
for the year in which the impairment is reversed or reduced, with an exception: any recovery of previously
recognized impairment losses for an investment in an equity instrument classified as financial assets available
for sale is not recognized through consolidated financial statements, but under the heading "Valuation
Adjustments - Available-for-sale financial assets" in the consolidated balance sheet.

When the recovery of any recognized amount is considered to be remote, this amount is written-off on the
consolidated balance sheet, without prejudice to any actions that may be taken in order to collect the amount
until the rights extinguish in full either because it is time-barred debt, the debt is forgiven, or other reasons.

In general, amounts collected in relation to impaired loans and receivables are used to recognize the related
accrued interest and any excess amount is used to reduce the principal not yet paid.

Calculation of impairment on financial assets

The impairment on financial assets is determined by type of instrument and other circustances that could
afected, taking into account the guarantees received by the ownwers of the financial instrumens to assure (in
part or in full) the performance of transactions. The BBVA Group recognizes impairment charges directly
against the impaired asset when the likelihood of recovery is deemed remote, and uses an offsetting or
allowance account when it records non-performing loan provisions for the estimated losses.

¢ Impairment of debt securities measured at amortized cost

The amount of impairment losses of debt securities at amortized cost is measured depending on whether
the impairment losses are determined individually or collectively.

» Impairment losses determined individually
The amount of the impairment losses incurred on these instruments relates to the positive difference

between their respective carrying amounts and the present values of their expected future cash flows.
These cash flows are discounted using the original effective interest rate. If a financial instrument has a
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variable interest rate, the discount rate for measuring any impairment loss is the current effective rate
determined under the contract.

As an exception to the rule described above, the market value of quoted debt instruments is deemed
to be a fair estimate of the present value of their future cash flows.

The following is to be taken into consideration when estimating the future cash flows of debt
instruments:

»  All the amounts that are expected to be recovered over the residual life of the instrument;
including, where appropriate, those which may result from the collaterals and other credit
enhancements provided for the instrument (after deducting the costs required for foreclosure and
subsequent sale). Impairment losses include an estimate for the possibility of collecting accrued,
past-due and uncollected interest.

»  The various types of risk to which each instrument is subject.
»  The circumstances in which collections will foreseeably be made.

In respect to impairment losses resulting from the materialization of insolvency risk of the obligors
(credit risk), a debt instrument is impaired:

»  When there is evidence of a reduction in the obligor's capacity to pay, whether manifestly by
default or for other reasons; and/or

»  When country-risk materializes, understood as the common risk among debtors who are resident
in a particular country as a result of factors other than normal commercial risk.

The Group has policies, methods and procedures for hedging its credit risk, for insolvency attributable
to counterparties and country-risk. These policies, methods and procedures are applied to the
arrangement, study and documentation of debt instruments, contingent risks and commitments, as
well as the detection of their deterioration and in the calculation of the amounts needed to cover their
credit risk.

» Impairment losses determined collectively

The determined collectively losses are calculated by using statistical procedures, and they are deemed
equivalent to the portion of losses incurred on the date that the accompanying consolidated financial
statements are prepared that has yet to be allocated to specific transactions.

The BBVA Group uses the concept of expected loss to quantify the cost of the credit risk and include it
in the calculation of the risk-adjusted return of its transactions. The parameters necessary for its
calculation are also used to calculate economic capital and to calculate BIS Il regulatory capital under
internal models (see Note 33).

These models allow us to estimate the expected loss of the credit risk of each portfolio, in the one-year
period after the reporting date, considering the characteristics of the counterparty and the guarantees
and collateral associated with the transactions.

The expected loss is calculated taking into account three factors: exposure at default, probability of
default and loss given default.

» Exposure at default (EAD) is the amount of risk exposure at the date of default by the
counterparty.

»  Probability of default (PD) is the probability of the counterparty failing to meet its principal and/or
interest payment obligations. The probability of default is associated with the rating/scoring of
each counterparty/transaction. PD is measured using a time horizon of one year; i.e. it quantifies
the probability of the counterparty defaulting in the coming year. The definition of default used
includes amounts past due by 90 days or more and cases in which there is no default but there are
doubts as to the solvency of the counterparty (subjective doubtful assets).

» Loss given default (LGD) is the loss arising in the event of default. It depends mainly on the
guarantees associated with the transaction.
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The calculation of the expected loss also takes into account the adjustment to the cycle of the
aforementioned factors, especially PD and LGD.

The methodology for determining the allowance for determined collectively losses, the Group seeks to
identify the amounts of losses which, although incurred at the reporting date, have not yet been
disclosed and which the Group knows, on the basis of historical experience and other specific
information, will arise following the reporting date.

The calculation of the not reported incurred loss adjusts the expected loss taking into account two
parameters:

»  The point-in-time parameter is an adjustment to eliminate the through-the-cycle component of the
expected loss.

» The loss identification period (LIP) is the time period between the occurrence of a specific
impairment event and objective evidence of impairment becoming apparent on an individual
basis; in other words, the time between the loss event and the date an entity identified its
occurrence.

However, as required by the Bank of Spain, until the Spanish regulatory authority has verified and
approved these internal models for the calculation of the allowance for collective losses incurred,
these must also be calculated based on the information provided by the Bank of Spain related to the
Spanish banking industry.

» Country Risk Allowance or Provision

Country risk is understood as the risk associated with customers resident in a specific country due to
circumstances other than normal commercial risk. Country risk comprises sovereign risk, transfer risk
and other risks arising from international financial activity. On the basis of the countries' economic
performance, political situation, regulatory and institutional framework, and payment capacity and
record, the BBVA Group classifies the transactions in different groups, assigning to each group the
provisions for insolvencies percentages, which are derived from those analyses.

However, due to the dimension of the Group, and to the proactive management of its country risk
exposure, the allowances recognized in this connection are not material with respect to the credit loss
allowances recognized. As of December 31, 2011, 2010 and 2009, these country risk allowances
represent 0.43%, 0.37% and 0.52% of the credit loss allowances recognized of the Group.

Impairment of other debt instruments

The impairment losses on debt securities included in the “Available-for-sale financial asset” portfolio are
equal to the positive difference between their acquisition cost (net of any principal repayment), after
deducting any impairment loss previously recognized in the consolidated income statement, and their fair
value.

When there is objective evidence that the negative differences arising on measurement of these assets are
due to impairment, they are no longer considered as “Valuation adjustments - Available-for-sale financial
assets” and are recognized in the consolidated income statement.

If all, or part of the impairment losses are subsequently recovered, the amount is recognized in the
consolidated income statement for the year in which the recovery occurred.

Impairment of equity instruments

The amount of the impairment in the equity instruments is determined by the category where is
recognized:

» Equity instruments measured at fair value: The criteria for quantifying and recognizing impairment
losses on equity instruments are similar to those for “Debt instruments”, with the exception that any
recovery of previously recognized impairment losses for an investment in an equity instrument
classified as available for sale is not recognized in the consolidated income statement but under the
heading “Valuation adjustments - Available-for-sale financial assets” in the accompanying consolidated
balance sheet (see Note 31).

22



Translation of consolidated financial statements originally issued in Spanish and prepared in accordance with EU-IFRSs, as
adopted by the European Union (See Note 60). This English version is a translation of the original in Spanish for information
purposes only. In the event of a discrepancy, the original Spanish-language version prevails.

» Equity instruments measured at cost: The impairment losses on equity instruments measured at
acquisition cost are equal to the difference between their carrying amount and the present value of
expected future cash flows discounted at the market rate of return for similar securities. These
impairment losses are determined taking into account the equity of the investee (except for valuation
adjustments due to cash flow hedges) for the last approved (consolidated) balance sheet, adjusted for
the unrealized gains at the measurement date.

Impairment losses are recognized in the consolidated income statement for the year in which they
arise as a direct reduction of the cost of the instrument. These losses may only be reversed
subsequently in the event of the sale of these assets.

2.2.2 Transfers and derecognition of financial assets and liabilities

The accounting treatment of transfers of financial assets is determined by the form in which risks and benefits
associated with the assets involved are transferred to third parties. Thus the financial assets are only
derecognized from the consolidated balance sheet when the cash flows that they generate are extinguished, or
when their implicit risks and benefits have been substantially transferred to third parties. In the latter case, the
financial asset transferred is derecognized from the consolidated balance sheet, and any right or obligation
retained or created as a result of the transfer is simultaneously recognized.

Similarly, financial liabilities are derecognized from the consolidated balance sheet only if their obligations are
extinguished or acquired (with a view to subsequent cancellation or renewed placement).

The Group is considered to have transferred substantially all the risks and benefits if such risks and benefits
account for the majority of the risks and benefits involved in ownership of the transferred assets. If
substantially all the risks and benefits associated with the transferred financial asset are retained:

- The transferred financial asset is not derecognized from the consolidated balance sheet and continues to
be measured using the same criteria as those used before the transfer.

- A financial liability is recognized at the amount equal to the amount received, which is subsequently
measured at amortized cost.

- In the specific case of securitizations, this liability is recognized under the heading “Financial liabilities at
amortized cost - Debt certificates” in the consolidated balance sheets (see Note 23). In securitizations
where the risks and benefits of the transferred assets are substantially retained by the BBVA Group, the
part acquired by another company in the consolidated Group is deducted from the recognized financial
liabilities (securitized bonds), as established by paragraph 42 of IAS 39.

- Both the income generated on the transferred (but not derecognized) financial asset and the expenses of
the new financial liability continue to be recognized.

The criteria followed with respect to the most common transactions of this type made by the BBVA Group are
as follows:

e Purchase and sale commitments: Financial instruments sold with a repurchase agreement are not
derecognized from the consolidated balance sheets and the amount received from the sale is considered
financing from third parties.

Financial instruments acquired with an agreement to subsequently resell them are not recognized in the
consolidated balance sheets and the amount paid for the purchase is considered credit given to third
parties.

e Special purpose vehicles: In those cases where the Group sets up entities, or has a holding in such entities,
known as special purpose vehicles, in order to allow its customers access to certain investments, or for
transferring risks or for other purposes, in accordance with internal criteria and procedures and with
applicable regulations, the Group determines whether control over the entity in question actually exists (as
described in Note 2.1), and therefore whether it should be subject to consolidation.

Among other elements, such methods and procedures take into consideration the risks and profits
obtained by the Group, and also take into account all relevant elements, including the guarantees granted
or the losses associated with collection of the corresponding assets retained by the Group. Such entities
include the so-called asset securitization funds, which are fully consolidated in those cases in which, based
on the aforementioned analysis, it is determined that the Group has maintained control.
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In the specific instance of the securitization funds to which the BBVA Group’s entities transfer their loan
portfolios, the following indications of the existence of control are considered for the purpose of analyzing
the possibility of consolidation:

» The securitization funds’ activities are undertaken in the name of the entity in accordance with its
specific business requirements, with a view to generating benefits or gains from the securitization
funds’ operations.

» The entity retains a decision-making power with a view to securing most of the gains derived from the
securitization funds’ activities or has delegated this power in some kind of “auto-pilot” mechanism (the
securitization funds are structured so that all the decisions and activities to be performed are pre-
defined at the time of their creation).

» The entity is entitled to receive the bulk of the profits from the securitization funds and is accordingly
exposed to the risks inherent in their business activities. The entity retains the bulk of the securitization
funds’ residual profit.

»  The entity retains the bulk of the securitization funds’ asset risks.

If there is control based on the preceding guidelines, the securitization funds are integrated into the
consolidated Group. If the Group’s exposure to the changes in future net cash flows of securitized assets is
not significant, the risks and benefits inherent to them will be deemed to have been substantially
transferred. In this case, the Group could derecognize the securitized assets from the consolidated balance
sheet.

The BBVA Group has applied the most stringent criteria for determining whether or not it retains the risks
and rewards on such assets for all securitizations performed since January 1, 2004. As a result of these
analyses, the Group has concluded that none of the securitizations undertaken since that date meet the
prerequisites for derecognizing the securitized assets from the consolidated balance sheets (see Note 13.2
and Appendix VID, as it retains substantially all the expected credit losses and possible changes in net cash
flows, while retaining the subordinated loans and lines of credit extended by the BBVA Group to these
securitization funds.

2.2.3 Financial guarantees

Financial guarantees are considered those contracts that require their issuer to make specific payments to
reimburse the holder for a loss incurred when a specific borrower breaches its payment obligations on the
terms - whether original or subsequ