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A) CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 2005 AND 2004
Assets  Notes 2005 2004

A)  INTANGIBLE ASSETS 6,1 650.87  543.99
 I. Goodwill 6,1 595.97  502.84
 II. Other intangible assets 6,1 54.90  41.15

B) PROPERTY, PLANT AND EQUIPMENT 6,2 502.58 417.35
 I. Property for own use 6,2 377.72 304.31
 II. Other property, plant and equipment 6,2 124.86 113.04

C) INVESTMENTS  20,165.94  18,134.11 
 I. Investment property 6,2 345.13 314.33
 II. Financial investments  
   1. Portfolio held to maturity 6,4 693.37 704.37
   2. Portfolio available for sale 6,4 17,509.31  15,673.12 
   3. Trading portfolio 6,4 1,383.16  1,208.76
 III. Investments recorded applying the equity method  104.35 78.28
 IV. Deposits established for accepted reinsurance  97.89 113.11
 V. Other investments  32.73 42.14

D) INVESTMENTS ON ACCOUNT OF LIFE POLICYHOLDERS 
 ASSUMING INVESTMENT RISK 6,6 299.70  361.14

E)  INVENTORIES 6,7 309.22 62.36

F)  PARTICIPATION BY REINSURANCE IN TECHNICAL PROVISIONS 6,12 1,642.25 1,165.11

G)  DEFERRED TAX ASSSETS 6,19 736.29 580.47

H)  CREDITS & RECEIVABLES 6,8 1,683.21  1,302.66 
 I. Credits on direct insurance and coinsurance operations 6,8 1173.71 946.82
 II. Credits on reinsurance operations 6,8 281.32 185.78
 III. Tax credits 6,8 82.05 53.14
 IV. Corporate and other credits 6,8 146.13 116.92
 V. Shareholders, called capital 6,8 – –

I)  CASH AND BANKS 6,9 964.71 900.81

J)  ACCRUAL ADJUSTMENTS  425.97 323.69

K)  OTHER ASSETS  40.24 26.89

L)  NON-CURRENT ASSETS HELD FOR SALE AND DISCONTINUED  
 OPERATIONS  – –

TOTAL ASSETS   27,420.98  23,818.58 
Figures in million euros  

A) CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 2005 AND 2004
Liabilities and Equity  Notes 2005 2004

A)  EQUITY 6,10 3,161.28  2,712.14 
 I.  Paid-up capital  6,10 119.45  119.45 
 II. Reserves 6,10 1,469.38  1,362.42
 III. Treasury stock  – –
 IV. Valuation adjustment reserves 6,10 182.72  154.00 
 V.  Translation differences 6,21 58.85  (46.28)
 VI. Retained earnings  

1. Results from previous years pending application  143.98  88.19 
2. Result of the year attributable to the controlling Company 4,1 249.83  209.38 
3. Interim dividends  4,2 (40.61) (35.84)

Equity attributable to the controlling Company’s shareholders  2,183.60  1,851.32 
Minority interests  977.68  860.82 

B)  SUBORDINATED LIABILITIES  – –

C)  TECHNICAL PROVISIONS 6,12 20,127.52  17,462.70 
I. Provisions for unearned premiums and for risks in progress 6,12 2,284.64  1,803.94
II. Provisions for life insurance 6,12 14,478.79  13,176.81 
III. Provisions for outstanding claims 6,12 3,072.86  2,239.76
IV. Other technical provisions 6,12 291.23  242.19 

D)  TECHNICAL PROVISIONS FOR LIFE INSURANCE WHEN INVESTMENT RISK IS    
  ASSUMED BY POLICYHOLDERS 6,12 299.70  361.14 

E)  PROVISIONS FOR RISKS AND EXPENSES 6,13 107.72  109.31 

F)  DEPOSITS RECEIVED ON CEDED AND RETROCEDED REINSURANCE 6,14 144.70  147.63 

G)  DEFERRED TAX LIABILITIES 6,19 839.85  642.27 

H)  DEBT 6,15 2,549.96  2,235.65 
I. Issuance of debentures and other negotiable securities 6,11 313.58  315.95 
II. Due to credit institutions 6,11 201.56  84.26 
III.Other financial liabilities 6,11 628.76  747.04 
IV. Due on direct insurance and coinsurance operations 6,15 431.22  428.34 
V. Due on reinsurance operations 6,15 292.12  230.83 
VI. Tax payable  254.35  156.97 
VII  Other debts 6,15 428.37  272.26 

I)  ACCRUAL ADJUSTMENTS  190.25  147.74 

J)  LIABILITIES LINKED TO NON-CURRENT ASSETS HELD FOR SALE AND    
  DISCONTINUED OPERATIONS  – –

TOTAL LIABILITIES AND EQUITY  27,420.98  23,818.58 
Figures in million euros  
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(B) CONSOLIDATED INCOME STATEMENT FOR YEARS ENDED 31 DECEMBER 2005 
AND 2004 

Concept  Notes 2005 2004

I.  REVENUES  
1. Insurance premiums, net  

a) Written premiums, direct insurance 5,21 6,175.21  5,550.42 
b) Premiums from accepted reinsurance 5,21 1,085.08  864.09 
c) Premiums from ceded reinsurance  6,18 (1,104.02) (1,007.13)
d) Variation in provisions for premiums and risks in progress, net 5,15 (287.04) (274.12)

2. Profit sharing in companies recorded by the equity method  11.68  8.30 
3. Income from investments  

a) From operations 6,16 1,264.46  1,162.30 
b) From equity 6,16 63.65  56.51 

4. Unrealised gains in investments on account of life policyholders bearing   
 the investment risk  26.26  18.45 
5. Other technical revenues  8.15  11.67 
6. Other non technical revenues  352.60  299.87 
7. Positive translation differences 6,21 61.26  63.62 
8. Reversion of the asset impairment provision 6,2 0.24  1.13 
9. Positive results from disposal of non-current assets held for sale  – –

TOTAL REVENUES  7,657.53  6,755.11 
Figures in million euros

(Continued on following page)

(Continued from previous page)

Concept  Notes 2005 2004

II.  EXPENSES  
1. Claims, net   

a) Claims paid   
Direct insurance  5,23 (3,605.71) (3,529.28)
Accepted reinsurance  5,23 (507.75) (378.30)
Ceded reinsurance 6,18 431.16  420.59 

b) Variation in provision for claims, net 5,15 (435.59) (277.69)
c) Claim related expenses 5,23 (174.93) (137.50)

2. Variation in other technical provisions, net 5,15 (844.94) (636.40)
3. Profit sharing and returned premiums  (24.73) (33.27)
4. Net operating expenses 6,17 (1,315.77) (1,036.18)
5. Sharing in losses of companies recorded by the equity method  (1.46) (0.90)
6. Expenses from investments   

a) From operations  6,16 (266.67) (296.44)
b) From equity and financial accounts 6,16 (22.29) (15.13)

7. Unrealised losses in investments on account of life policyholders bearing    
 the investment risk  (0.62) (0.15)
8. Other technical expenses   (68.09) (69.25)
9. Other non technical expenses  (185.97) (205.19)
10. Negative translation differences 6,21 (63.17) (70.03)
11. Allowance to the asset impairment provision 6,1 (23.07) (10.46)
12. Negative results from disposal of non-current assets held for sale  – –

TOTAL EXPENSES   (7,109.60) (6,275.58)

III.  PROFIT BEFORE TAX FROM ONGOING OPERATIONS  547.93  479.53 

IV.  TAX ON PROFIT FROM ONGOING OPERATIONS 6,19 (154.12) (148.09)

V.  PROFIT AFTER TAX FROM ONGOING OPERATIONS  393.81  331.44 

VI. PROFIT AFTER TAX FROM DISCONTINUED OPERATIONS  – –

VII. PROFIT FOR THE YEAR  393.81  331.44 
1.  Attributable to minority shareholders  (143.98) (122.06)
2.  Attributable to the controlling Company 4,1 249.83  209.38 

Figures in million euros  

Basic and diluted gains per share (Euros) 4,1 1.05  0.93 
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C) CONSOLIDATED STATEMENT OF CHANGES IN EQUITY AS AT 31 DECEMBER 2005 
AND 2004

Concept

Equity attributable to controlling shareholder

Minority 
interests

Total 
equityShare 

capital Reserves
Valuation

adjustments
reserves

Translation 
differences

Retained 
Result

BALANCE AS AT 1 JANUARY 2004 90.78 797.78 96.60  – 199.91 734.90  1,919.97 
I. Changes in accounting policies  – – – – – – –
II. Correction of errors  – – – – – – –

BALANCE AS AT 1 JANUARY 2004,  
RESTATED   90.78 797.78 96.60  – 199.91 734.90  1,919.97 

VARIATIONS IN 2004    
I. Results recognised directly in equity    

1. From investments available   
 for sale – – 242.58  – – 213.74  456.32 
2.  From translation differences – – – (46.28) – (1.81) (48.09)
3. From application of   
 tacit accounting – – (169.49) – – (163.03) (332.52)

Total results recognised  
directly in equity  – – 73.09  (46.28) – 48.90  75.71 

II. Other results for 2004 – – – – 209.38  122.06  331.44 
III. Distribution of 2003 results  – 89.71  – – (111.72) (7.27) (29.28)
IV. Interim dividends for 2004 (Note 4.2) – – – – (35.84) (49.67) (85.51)
V. Capital increase  28.67  471.88  (6.82) – – – 493.73 
VI. Called capital pending payment – – – – – – –
VII. Capital decrease in subsidiaries – – – – – (6.11) (6.11)
VIII. Other increases – 3.05  – – – 18.01  21.06 
IX. Other decreases  – – (8,87) – – – (8.87)

TOTAL VARIATIONS IN 2004 28.67  564.64  57.40  (46.28) 61.82 125.92 792.17 

BALANCE AS AT 31 DECEMBER 2004  119.45  1,362.42  154.00  (46.28) 261.73 860.82  2,712.14  
Figures in million euros

(Continued on following page)

(Continued from previous page)

Concept

Equity attributable to controlling shareholder

Minority 
interests

Total 
equityShare 

capital Reserves
Valuation

adjustments
reserves

Translation 
differences

Retained 
Result

I. Changes in accounting policies  – – – – – – –
II. Correction of errors  – – – – – – –

BALANCE AS AT 1 JANUARY 2005,  

RESTATED 119.45  1,362.42  154.00  (46.28) 261.73  860.82  2,712.14 

VARIATIONS IN 2005    
I. Results recognised directly in equity     

1. From investments available 
 for sale  – – 179.47  – – 172.48  351.95 
2. From translation differences – – – 105.13  – 20.43  125.56 
3. From application of tacit  
 accounting – – (133.16) – – (127.54) (260.70)

Total results recognised  
directly in equity – – 46.31  105.13  – 65.37  216.81 

II. Other results for 2005 – – – – 249.83  143.98  393.81 
III. Distribution of 2004 results  – 86.74  – – (117.75) (12.35) (43.36)
IV. Interim dividends for 2005 (Note 4.2) – – – – (40.61) (71.52) (112.13)
V. Capital increase  – – – – – 24.47 44.69
VI. Called capital pending payment – – – – – – –
VII. Capital decrease in subsidiaries – – – – – – –
VIII. Other increases – 20.22  – – – –  – 
IX. Other decreases  – – (17.59) – – (33.09) (50.68)

TOTAL VARIATIONS IN 2005 – 106.96  28.72  105.13  91.47  116.86  449.14 

BALANCE AS AT 31 DECEMBER 2005 119.45  1,469.38  182.72  58.85  353.20  977.68  3,161.28  
Figures in million euros
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D) CONSOLIDATED CASH FLOW STATEMENT FOR YEARS ENDED AS AT 31 DECEMBER 
2005 AND 2004

Concept 2005 2004

 Cash generated from collected premiums 6,284.20  5,827.00 
 Payment of claims (3,538.29) (3,425.44)
 Collections from reinsurance operations 670.25  817.92 
 Payments on reinsurance operations (783.17) (958.42)
 Payments of commissions (535.27) (425.15)
 Collections from clients, other activities 1,010.87  519.00 
 Payments to suppliers, other activities (958.48) (458.77)
 Other operating cash inflows 375.51  835.76 
 Other operating cash outflows (1,808.63) (1,826.22)
 Inflows or outflows from the corporation tax (113.13) (129.09)

NET CASH FLOWS FROM OPERATING ACTIVITIES 603.86  776.59 
 Purchases of intangible fixed assets (15.61) (10.59)
 Purchases of property, plant and equipment (54.81) (104.03)
 Acquisition of investments and payment of capital increases (9,151.02) (8,395.04)
 Cash generated by companies incorporated into the consolidation perimeter 14.80  0.82 
 Cash corresponding to entities no longer included in the consolidation perimeter (0.70) (1.77)
 Sales of property, plant and equipment 16.27  2.10 
 Sales of investments 7,507.03  6,751.27 
 Interest collected 810.63  718.32 
 Interest paid (31.66) (23.41)
 Dividends collected 37.24  18.81 
 Collections from other financial instruments 9,745.53  10,391.73 
 Payments for other financial instruments (9,213.24) (9,959.06)

NET CASH FLOWS FROM INVESTMENT ACTIVITIES (335.54) (610.85)
 Dividends and donations paid (161.53) (113.86)
 Collections on capital increases 35.14  522.57 
 Payments on return of shareholders’ contributions (0.73) (21.55)
 Proceeds from issuance of debentures – –
 Payments on interest and redemption of debentures (16.56) (16.56)
 Payments on interest and repayment of other long term borrowings (124.14) (172.14)
 Proceeds from other long term borrowings 81.11  10.68 

NET CASH FLOW EFFECT OF FINANCING ACTIVITIES (186.71) 209.14 

NET INCREASE/(DECREASE) IN CASH FLOW 81.61  374.88 

Translation differences in cash flow and cash balances  (17.71) (12.20)

OPENING CASH BALANCE 900.81  538.13 

CLOSING CASH BALANCE 964.71  900.81 
Figures in million euros
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E) FINANCIAL INFORMATION BY SEGMENTS.
CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 2005 AND 2004

Assets

Direct Insurance  

Life No Life Reinsurance

2005 2004 2005 2004 2005 2004

A)  INTANGIBLE ASSETS 15.79 16.09 289.36 202.03 4.12 3.5
I.  Goodwill 13.9 13.9 248.5 174.24 1.65 1.65
II.  Other intangible assets 1.89 2.19 40.86 27.79 2.47 1.85

B)  PROPERTY, PLANT AND EQUIPMENT 36.18 41.1 308.8 231.82 40.64 40.21
I.  Property for own use 23.56 27.75 236.97 177.83 35.47 35.57
II.  Other property, plant and equipment 12.62 13.35 71.83 53.99 5.17 4.64

C)  INVESTEMENTS 14,779.59 13,426.63 3,235.12 2,637.38 1,629.96 1,343.71
I.  Investment property 163.98 163.73 146.48 113.8 39.94 40.73
II.  Financial investments   

1. Portfolio held to maturity – – 471.07 462.05 193.49 216.95
2. Portfolio available for sale 14,510.22 13,159.51 2,130.57 1,731.95 1,081.79 800.88
3. Trading portfolio – – 432 279.05 51.54 49.37

III.  Investments recorded applying 
 the equity method  25.6 23.07 37.92 33.56 13.35 10.46
IV.  Deposits established for accepted reinsurance – – 3.8 3.29 249.32 224.98
V.  Other investments 79.79 80.32 13.28 13.68 0.53 0.34

D)  INVESTMENTS ON ACCOUNT OF LIFE 
 POLICYHOLDERS BEARING 
 THE INVESTMENT RISK 299.7 361.14 – – – –

E)  INVENTORIES – – – – – –

F)  PARTICIPATION BY REINSURANCE  
 IN TECHNICAL PROVISIONS 22.45 29.42 1,539.82 1,187.68 542.83 296.33

G)  DEFERRED TAX ASSSETS 640.33 481.54 49.9 40.87 13.39 4.61

H)  CREDITS & RECEIVABLES 256.34 241.42 1,149.77 876.91 223.24 160.13
I.  Credits on direct insurance  
 and coinsurance operations 244.27 229.98 929.44 717.67 – 0.02
II.  Credits on reinsurance operations 7.68 7 121.24 83.6 198.78 143.1
III.  Tax credits 0.44 0.46 21.14 29.81 11.28 5.38
IV. Corporate and other credits 3.95 3.98 77.95 45.83 13.18 11.63
V.  Shareholders, called capital – – – – – –

I) CASH AND BANKS 243.5 243.8 447.37 444.46 70.74 46.97

J) ACCRUAL ADJUSTMENTS 11.21 13.11 299.72 220.55 114.33 88.82

K) OTHER ASSETS 1.5 0.51 47.48 10.21 0.87 1.58

L) NON-CURRENT ASSETS HELD FOR SALE 
 AND DISCONTINUED OPERATIONS – – – – – –

TOTAL ASSETS BY SEGMENTS 16,306.59 14,854.76 7,367.34 5,851.91 2,640.12 1,985.86
Figures in million euros

(Continued on following page)

(Continued from previous page)

 
Other activities

Consolidation 
adjustments

 
Total

2005 2004 2005 2004 2005 2004

A) INTANGIBLE ASSETS 61.7 47.29 279.9 275.08 650.87 543.99
I. Goodwill 52.02 37.97 279.9 275.08 595.97 502.84
II.  Other intangible assets 9.68 9.32 – – 54.9 41.15

B)  PROPERTY, PLANT AND EQUIPMENT 106.24 90.49 10.72 13.73 502.58 417.35
I.  Property for own use 71 52.43 10.72 10.73 377.72 304.31
II.  Other property, plant and equipment 35.24 38.06 – 3 124.86 113.04

C)  INVESTEMENTS 3,505.37 3,312.74 (2,984.10) (2,586.35) 20,165.94 18,134.11
I.  Investment property 29.75 31.1 (35.02) (35.03) 345.13 314.33
II.  Financial investments   

1. Portfolio held to maturity 27.85 25.37 0.96 – 693.37 704.37
2. Portfolio available for sale 53.36 149.29 (266.63) (168.51) 17,509.31 15,673.12
3. Trading portfolio 899.62 880.34 – – 1,383.16 1,208.76

III.  Investments recorded applying
 the equity method  5.39 3.59 22.09 7.6 104.35 78.28
IV.  Deposits established for accepted reinsurance – – (155.23) (115.16) 97.89 113.11
V.  Other investments 2,489.40 2,223.05 (2,550.27) (2,275.25) 32.73 42.14

D)  INVESTMENTS ON ACCOUNT OF LIFE  
 POLICYHOLDERS BEARING
 THE INVESTMENT RISK – – – – 299.7 361.14

E)  INVENTORIES 309.22 62.36 – – 309.22 62.36

F)  PARTICIPATION BY REINSURANCE 
 IN TECHNICAL PROVISIONS – – (462.85) (348.32) 1,642.25 1,165.11

G)  DEFERRED TAX ASSSETS 32.67 53.45 – – 736.29 580.47

H)  CREDITS & RECEIVABLES 171.12 143.56 (117.26) (119.36) 1,683.21 1,302.66
I.  Credits on direct insurance  
 and coinsurance operations – – – (0.85) 1,173.71 946.82
II.  Credits on reinsurance operations – – (46.38) (47.92) 281.32 185.78
III.  Tax credits 49.19 27.92 – (10.43) 82.05 53.14
IV. Corporate and other credits 121.93 115.64 (70.88) (60.16) 146.13 116.92
V.  Shareholders, called capital – – – – – –

I) CASH AND BANKS 203.1 165.58 – – 964.71 900.81

J) ACCRUAL ADJUSTMENTS 0.71 1.21 – – 425.97 323.69

K) OTHER ASSETS 76.38 58.78 (85.99) (44.19) 40.24 26.89

L) NON-CURRENT ASSETS HELD FOR SALE  
 AND DISCONTINUED OPERATIONS – – – – – –

TOTAL ASSETS BY SEGMENTS 4,466.51 3,935.46 (3,359.58) (2,809.41) 27,420.98 23,818.58
Figures in million euros
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E) FINANCIAL INFORMATION BY SEGMENTS. 
CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 2005 AND 2004

Liabilities and Equity

Direct Insurance  

Life No Life Reinsurance

2005 2004 2005 2004 2005 2004

A) EQUITY 520.89 512.5 1,501.20 1,184.37 633.4 551.43
I. Paid-up capital 62.66 73.28 664.95 610.55 223.92 223.94
II. Reserves 295.6 313.66 655.28 572.99 284.73 233.53
III. Treasury stock – – – – – –
IV. Valuation adjustment reserves 128.23 87.43 130.89 120.28 36.37 52.49
V. Translation differences – – 36.41 (43.69) 33.35 (8.42)
VI. Retained earnings (9.31) (5.55) (91.46) (167.96) 51.07 44.22

 Equity attributable to the controlling Company’s 
 shareholders  477.18 468.82 1,396.07 1,092.17 629.44 545.76
 Minority interests 43.71 43.68 105.13 92.2 3.96 5.67

B) SUBORDINATED LIABILITIES – – – – – –

C) TECHNICAL PROVISIONS 14.476,48 13.227,09 4.467,04 3.445,33 1.645,76 1.133,01
I. Provisions for unearned premiums  
 and for risks in progress 13.66 11.88 1,791.65 1,410.87 698.73 559
II. Provisions for life insurance 14,259.96 13,027.36 96.75 63.29 120.99 92.58
III. Provisions for outstanding claims 186.17 157.52 2,304.10 1,759.31 826.04 481.43
IV. Other technical provisions 16.69 30.33 274.54 211.86 – –

D) TECHNICAL PROVISIONS FOR LIFE ASSURANCE 
 POLICIES WHEN THE INVESTMENT 
 RISK IS ASSUMED BY THE POLICYHOLDERS 299.7 361.14 – – – –

E) PROVISIONS FOR RISKS AND EXPENSES 15.95 16.89 87.53 81.72 7.05 6.48

F) DEPOSITS RECEIVED ON CEDED  
 AND RETROCEDED REINSURANCE 12.1 11.84 153 137.29 134.83 113.66

G) DEFERRED TAX LIABILITIES 696.92 515.1 112.91 85.65 20.15 31.15

H) DEBT 282.53 208.02 924.04 819.74 135.34 105.5
I. Issuance of debentures  
 and other negotiable securities – – – – – –
II. Due to credit institutions – – 13.95 5.2 0.3 2.82
III. Other financial liabilities 124.77 75.05 0.9 0.81 1.11 0.15
IV. Due on direct insurance and coinsurance  
 operations 62.5 57.23 368.37 377.02 0.35 0.18
V. Due on reinsurance operations 10.79 3.51 230.13 197.64 97.58 77.6
VI. Tax payable 20.12 13.77 196.28 145.99 2.15 2.09
VII. Other debts 64.35 58.46 114.41 93.08 33.85 22.66

I) ACCRUAL ADJUSTMENTS 2.02 2.18 121.62 97.81 63.59 44.63

J) LIABILITIES LINKED TO NON-CURRENT 
 ASSETS HELD FOR SALE AND  
 DISCONTINUED OPERATIONS – – – – – –

TOTAL LIABILITIES AND EQUITY BY SEGMENTS 16,306.59 14,854.76 7,367.34 5,851.91 2,640.12 1,985.86
Figures in million euros

(Continued on following page)
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Other activities

Conclidation 
adjustements

 
Total

2005 2004 2005 2004 2005 2004

A) EQUITY 2,729.08 2,418.97 (2,223.29) (1,955.13) 3,161.28 2,712.14
I. Paid-up capital 724.07 624.23 (1,556.15) (1,412.55) 119.45 119.45
II. Reserves 1,588.37 1,585.14 (1,354.60) (1,342.90) 1,469.38 1,362.42
III. Treasury stock – – – – – –
IV. Valuation adjustment reserves 4.79 (0.75) (117.56) (105.45) 182.72 154
V. Translation differences 3.25 (1.75) (14.16) 7.58 58.85 (46.28)
VI. Retained earnings 101.38 145.27 301.52 245.75 353.2 261.73
Equity attributable to the controlling Company’s  
shareholders 2,421.86 2,352.14 (2,740.95) (2,607.57) 2,183.60 1,851.32
Minority interests 307.22 66.83 517.66 652.44 977.68 860.82

B) SUBORDINATED LIABILITIES – – – – – –

C) TECHNICAL PROVISIONS – – (461.76) (342.73) 20,127.52 17,462.70
I. Provisions for unearned premiums  
 and for risks in progress – – (219.4) (177.81) 2,284.64 1,803.94
II. Provisions for life insurance – – 1.09 (6.42) 14,478.79 13,176.81
III. Provisions for outstanding claims – – (243.45) (158.5) 3,072.86 2,239.76
IV. Other technical provisions – – – – 291,23 242,19

D) TECHNICAL PROVISIONS FOR LIFE ASSURANCE 
 POLICIES WHEN THE INVESTMENT 
 RISK IS ASSUMED BY THE POLICYHOLDERS – – – – 299.7 361.14

E) PROVISIONS FOR RISKS AND EXPENSES 8.9 14.01 (11.71) (9.79) 107.72 109.31

F)   DEPOSITS RECEIVED ON CEDED  
 AND RETROCEDED REINSURANCE – – (155.23) (115.16) 144.7 147.63

G) DEFERRED TAX LIABILITIES 9.3 10.2 0.57 0.17 839.85 642.27

H)  DEBT 1,716.21 1,487.08 (508.16) (384.69) 2,549.96 2,235.65
I. Issuance of debentures  
 and other negotiable securities 313.58 315.95 – – 313.58 315.95
II. Due to credit institutions 187.31 76.24 – – 201.56 84.26
III. Other financial liabilities 812.37 885.1 (310.39) (214.07) 628.76 747.04
IV. Due on direct insurance and coinsurance 
 operations – – – (6.09) 431.22 428.34
V. Due on reinsurance operations  – – (46.38) (47.92) 292.12 230.83
VI. Tax payable 53.58 48.58 (17.78) (53.46) 254.35 156.97
VII. Other debts 349.37 161.21 (133.61) (63.15) 428.37 272.26

I) ACCRUAL ADJUSTMENTS 3.02 5.2 – (2.08) 190.25 147.74

J) LIABILITIES LINKED TO NON-CURRENT
 ASSETS HELD FOR SALE AND  
 DISCONTINUED OPERATIONS – – – – – –

TOTAL LIABILITIES AND EQUITY BY SEGMENTS 4,466.51 3,935.46 (3,359.58) (2,809.41) 27,420.98 23,818.58
Figures in million euros
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E) FINANCIAL INFORMATION BY SEGMENTS - CONSOLIDATED INCOME STATEMENT 
FOR YEARS ENDED AS AT 31 DECEMBER 2005 AND 2004

Concept

Direct Insurance  

Life NoLife Reinsurance

2005 2004 2005 2004 2005 2004

I. REVENUES
1. Insurance premiums, net
 a) Written premiums, direct insurance 1,923.04 1,907.76 4,252.22 3,642.67 (0.05) (0.01)
 b) Premiums from accepted reinsurance – 4.91 96.41 71.87 1,498.85 1,258.86
 c) Premiums from ceded reinsurance (51.86) (59.66) (1,129.57) (1,053.15) (432.77) (365.87)
 d) Variation in provisions for premiums  
     and risks in progress, net (9.98) (0.23) (194.02) (140.56) (83.04) (133.33)
2. Profit sharing in companies recorded  
 by the equity method 2.09 0.48 2.23 1.56 0.22 0.22
3. Income from investments
 a) From operations 906.75 908.43 265.86 170.62 67.66 40.84
 b) From equity 16.19 26.07 30.27 36.12 16.52 7.88
4. Unrealised gains in investments on account 
 of life policyholders bearing  
 the investment risk 26.26 18.45 – – – –
5. Other technical revenues 0.05 0.52 20.27 10.99 0.21 0.16
6. Other non technical revenues 8.02 13.71 80.57 61.55 2.86 1.82
7. Positive translation differences – 0.87 2.51 8.68 55.87 50.13
8. Reversion of the asset impairment provision – 0.53 0.24 0.6 – –
9. Positive results from disposal of non-current  
 assets held for sale – – – – – –

TOTAL REVENUES 2,820.56 2,821.84 3,426.99 2,810.95 1,126.33 860.7

II. EXPENSES   
1. Claims, net    
 a) Claims paid    
  Direct insurance (1,577.28) (1,733.00) (2,028.41) (1,795.12) (0.02) (1.16)
  Accepted reinsurance  (0.42) (0.77) (19.82) (18.74) (680.99) (527.33)
  Ceded reinsurance 44.05 35.89 402.38 416.75 178.21 136.49
 b) Variation in provision for claims, net (30.21) (5.81) (255.83) (210.01) (149.55) (61.87)
 c) Claim related expenses (4.93) (4.82) (139.39) (109.89) (30.61) (22.79)
2. Variation in other technical provisions, net (781.45) (603.72) (61.28) (28.83) (1.13) (5.01)
3. Profit sharing and returned premiums  (22.13) (30.35) (2.6) (2.92) – –
4. Net operating expenses  (127.42) (107.83) (796.16) (629.25) (284.28) (226.72)
5. Sharing in losses of companies recorded  
 by the equity method  – – (0.77) (0.56) – (0.04)
6. Expenses from investments   
 a) From operations  (165.64) (205.82) (47.96) (33.66) (10.63) (7.22)
 b) From equity and financial accounts  (4.05) (5.5) (10.6) (2.63) (3.98) (4.5)
7. Unrealised losses in investments on account 
 of life policyholders bearing  
 the investment risk (0.62) (0.15) – – – –
8. Other technical expenses  (9.87) (14.13) (55.32) (48.85) (2.9) (6.27)
9. Other non technical expenses  (7.38) (10.78) (60.24) (49.43) (13.83) (4.21)
10. Negative translation differences  – (1.22) (3.36) (9.7) (59.44) (53.93)
11. Allowance to the asset impairment provision  – – (23.03) (10.42) (0.04) (0.04)
12. Negative results from disposal  
 of non-current assets held for sale – – – – – –

TOTAL EXPENSES  (2,687.35) (2,688.01) (3,102.39) (2,533.26) (1,059.19) (784.6)

III. PROFIT BEFORE TAX 
 FROM ONGOING OPERATIONS 133.21 133.83 324.6 277.69 67.14 76.1

IV. TAX ON PROFIT FROM  
 ONGOING OPERATIONS (44.14) (44.83) (65.58) (81.27) (23.1) (26.45)

V. PROFIT AFTER TAX  
 FROM ONGOING OPERATIONS 89.07 89 259.02 196.42 44.04 49.65

VI. PROFIT AFTER TAX FROM  
 DISCONTINUED OPERATIONS – – – – – –

VII. PROFIT FOR THE YEAR 89.07 89 259.02 196.42 44.04 49.65
1. Attributable to minority shareholders (43.7) (43.69) (88.2) (75.28) (3.85) (5.51)
2. Attributable to the controlling Company 45.37 45.31 170.82 121.14 40.19 44.14

(Continued on following page)

(Continued from previous page)

 
Other activities

Conclidation 
adjustments

 
Total

2005 2004 2005 2004 2005 2004

I. REVENUES
1. Insurance premiums, net
 a) Written premiums, direct insurance – – – – 6,175.21 5,550.42
 b) Premiums from accepted reinsurance – – (510.18) (471.55) 1,085.08 864.09
 c) Premiums from ceded reinsurance – – 510.18 471.55 (1,104.02) (1,007.13)
 d) Variation in provisions for premiums  
     and risks in progress, net – – – – (287.04) (274.12)
2. Profit sharing in companies recorded  
 by the equity method 9.01 6.46 (1.87) (0.42) 11.68 8.3
3. Income from investments
 a) From operations 148.73 58.75 (124.54) (16.34) 1,264.46 1,162.30
 b) From equity 357.18 210.59 (356.51) (224.15) 63.65 56.51
4. Unrealised gains in investments on account 
 of life policyholders bearing  
 the investment risk – – – – 26.26 18.45
5. Other technical revenues – – (12.38) – 8.15 11.67
6. Other non technical revenues 306.21 239.65 (45.06) (16.86) 352.6 299.87
7. Positive translation differences 2.88 3.94 – – 61.26 63.62
8. Reversion of the asset impairment provision – – – – 0.24 1.13
9. Positive results from disposal of non-current  
 assets held for sale – – – – – –

TOTAL REVENUES 824.01 519.39 (540.36) (257.77) 7,657.53 6,755.11

II. EXPENSES   
1. Claims, net    
 a) Claims paid    
  Direct insurance – – – – (3,605.71) (3,529.28)
  Accepted reinsurance   – – 193.48 168.54 (507.75) (378.3)
  Ceded reinsurance – – (193.48) (168.54) 431.16 420.59
 b) Variation in provision for claims, net – – – – (435.59) (277.69)
 c) Claim related expenses – – – – (174.93) (137.5)
2. Variation in other technical provisions, net – – (1.08) 1.16 (844.94) (636.4)
3. Profit sharing and returned premiums   – – – – (24.73) (33.27)
4. Net operating expenses  (128.71) (76.07) 20.8 3.69 (1,315.77) (1,036.18)
5. Sharing in losses of companies recorded  
 by the equity method  (0.76) (0.13) 0.07 (0.17) (1.46) (0.9)
6. Expenses from investments   
 a) From operations   (54.93) (56.07) 12.49 6.33 (266.67) (296.44)
 b) From equity and financial accounts  (3.66) (2.5) – – (22.29) (15.13)
7. Unrealised losses in investments on account 
 of life policyholders bearing  
 the investment risk – – – – (0.62) (0.15)
8. Other technical expenses  – – – – (68.09) (69.25)
9. Other non technical expenses  (143.78) (148.8) 39.26 8.03 (185.97) (205.19)
10. Negative translation differences (0.37) (5.18) – – (63.17) (70.03)
11. Allowance to the asset impairment provision  – – – – (23.07) (10.46)
12. Negative results from disposal  
 of non-current assets held for sale – – – – – –

TOTAL EXPENSES  (332.21) (288.75) 71.54 19.04 (7,109.60) (6,275.58)

III. PROFIT BEFORE TAX 
 FROM ONGOING OPERATIONS 491.8 230.64 (468.82) (238.73) 547.93 479.53

IV. TAX ON PROFIT FROM  
 ONGOING OPERATIONS (38.77) (1.01) 17.47 5.47 (154.12) (148.09)

V. PROFIT AFTER TAX  
 FROM ONGOING OPERATIONS 453.03 229.63 (451.35) (233.26) 393.81 331.44

VI. PROFIT AFTER TAX FROM  
 DISCONTINUED OPERATIONS – – – – – –

VII. PROFIT FOR THE YEAR 453.03 229.63 (451.35) (233.26) 393.81 331.44
1. Attributable to minority shareholders (128.3) (64.92) 120.07 67.34 (143.98) (122.06)
2. Attributable to the controlling Company 324.73 164.71 (331.28) (165.92) 249.83 209.38
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1
 
GENERAL OVERVIEW ON THE COMPANY AND ITS ACTIVITY

CORPORACIÓN MAPFRE, S.A. (hereinafter the “controlling Company” or “CORPORACIÓN 

MAPFRE”) is a public limited company engaged in securities investments, parent of a number 

of controlled companies engaged in insurance in its various branches, both Life and Non Life, 

finance, securities and real estate investment and services.

CORPORACIÓN MAPFRE is, in turn, subsidiary of MAPFRE MUTUALIDAD de Seguros and 

Reaseguros a Prima Fija (hereinafter “MAPFRE MUTUALIDAD”) and forms part of SISTEMA 

MAPFRE, consisting of MAPFRE MUTUALIDAD and several companies engaged in insurance, 

financial, securities, real estate and services activities.

The scope of activity of the Controlling Company and its subsidiaries includes Spain, European 

Economic Area countries, and other countries.

The controlling Company was incorporated in Spain and its corporate domicile is located in 

Madrid, Paseo de Recoletos, 25.

In Spain, SISTEMA MAPFRE is structured as follows:

A) CENTRAL SERVICES

These concentrate the technical and administrative functions of insurance management, the 

creation of new products, the preparation and development of marketing campaigns, as well as 

the provision of new commercial distribution networks for territorial offices.

B) MAPFRE NETWORK

The extensive and growing territorial network of SISTEMA MAPFRE (MAPFRE NETWORK) is 

divided into forty geographical divisions known as sub-centrals, from which the marketing, ope-

rational and administrative activities are coordinated and promoted.

The MAPFRE NETWORK consists of the following:

°  Direct Offices:  these are serviced by staff from MAPFRE MUTUALIDAD and its subsidiaries, 

and essentially carry out marketing tasks, issuance of policies, attention to the public, and 

support to the agents’ network.

°  Delegate Offices:  they are SISTEMA MAPFRE offices serviced by a fully captive agent; their 

work focuses virtually on the sale of MAPFRE MUTALIDAD’s and its controlled companies’ 

products.

°  Agents:  SISTEMA MAPFRE has a high number of commission agents, who act as brokers in 

the writing of transactions by virtue of cooperation agreements.  Irrespectively of this, SISTE-

MA MAPFRE holds relationships with a large number of Insurance Brokers who contribute 

transactions, and also distributes through the branch offices of CAJA MADRID, a major Spa-

nish credit institution, with which it has a corporate alliance in place.

E) FINANCIAL INFORMATION BY SEGMENTS – GEOGRAPHICAL BREAKDOWN

1. CONSOLIDATED ASSETS AS AT 31 DECEMBER 2005 AND 2004

Geographical segment 2005 2004

I SPAIN 22,700.77  20,729.12 
II OTHER EUROPEAN UNION COUNTRIES 1,002.79  681.37
III AMERICA 3,471.67  2,257.08
IV REST OF THE WORLD 245.75  151.01

TOTAL ASSETS 27,420.98  23,818.58 
Figures in million euros

2. CONSOLIDATED ORDINARY REVENUES IN YEARS CLOSED  
AS AT 31 DECEMBER 2005 AND 2004 (*)

Geographical segment 2005 2004

I SPAIN 4,816.44  4,510.90 
II OTHER EUROPEAN UNION COUNTRIES 483.43  309.55
III AMERICA 2,110.69  1,703.23
IV REST OF THE WORLD 145.99  127.54

TOTAL REVENUES 7,556.55 6,651.22
Figures in million euros

3. PURCHASES OF FIXED ASSETS AND INVESTMENTS IN YEARS  
CLOSED AS AT 31 DECEMBER 2005 AND 2004 (**)

Geographical segment 2005 2004

I SPAIN 4,033.37  2,535.83 
II OTHER EUROPEAN UNION COUNTRIES 114.66  149.68 
III AMERICA 353.43  77.94 
IV REST OF THE WORLD 18.11  7.88 

TOTAL PURCHASES 4,519.57 2,771.33
Figures in million euros

(*) Ordinary revenues means direct insurance and accepted reinsurance premiums, as well as operating revenues from 

non insurance activities.

(**) Including total cost incurred in each financial year in the acquisition of assets that are expected to be used during 

more than one year.
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Reconciliation as at 1 January 2004

Concept Note Gross 
amount Taxes Net 

amount

Breakdown of net amount

Valuation 
adjustment 
reserves

Translation 
differences

Translation 
differences

Minority 
share-
holders

Total net 
assets 

Pursuant to PCEA     – (326.46) 1,414.93 675.73 1,764.20
Amortisation of start- 
up expenses a (11.03) 2.32 (8.71) (7.20) – – (1.51) (8.71)
Difference of valuation  
in investments c 907.48 (317.16) 590.32 303.97 – – 286.35 590.32
Embedded derivatives d (7.12) 2.49 (4.63) (4.63) – – – (4.63)
Elimination of the stabilisation  
and catastrophe provision e 72.05 (23.55) 48.50 34.52 – – 13.98 48.50
Valuation difference in   
mathematical reserves:      – –  

- Due to adaptation to new tables f (21.57) 7.55 (14.02) (7.14) – – (6.88) (14.02)
- Due to tacit accountancy g (750.21) 262.58 (487.63) (248.22) – – (239.41) (487.63)

Valuation difference in  
the death provision  h (11.79) 4.13 (7.66) (3.91) – – (3.75) (7.66)
Prepaid taxes i – 29.23 29.23 20.38  – – 8.85 29.23
Deferred income j 11.48 (4.02) 7.46 5.93 – – 1.53 7.46
Conversion differences k – – – – 326.46 (326.46) –  -
Other  11.16 (8.25) 2.91 2.90 – – 0.01 2.91

Pursuant to IFRS     96.60 – 1,088.47 734.90 1,919.97
Figures in million euros

Reconciliation as at 31 December 2004

Concept Note Gross 
amount Taxes Net 

amount

Breakdown of net amount

Valuation 
adjustment 
reserves

Translation 
differences

Results 
attributable 
to controlling 

Company

Other 
equity 

accounts

Minority 
share-
holders

Total net 
assets

Pursuant to PCEA     – (372.29) 182.94 1,860.68 731.41 2,402.74
Amortisation of start- 
up expenses a (17.80) 4.25 (13.55) (14.02) (0.03) 3.02 – (2.52) (13.55)
Elimination of goodwill 
amortisation/impairment b 32.62 (2.17) 30.45 – – 17.78 – 12.67 30.45
Difference of valuation  
in investments c 1,678.50 (579.15) 1,099.35 546.55 – 27.08 – 525.72 1,099.35
Embedded derivatives d (12.60) 4.41 (8.19) (4.63) – (3.39) – (0.17) (8.19)
Elimination of the stabilisation  
and catastrophe provision e 103.76 (35.90) 67.86 34.52 – 14.17 – 19.17 67.86
Valuation difference in  
mathematical reserves:

- Due to adaptation  
to new tables f (23.33) 6.49 (16.84) (7.14) – (3.21) – (6.49) (16.84)
- Due to tacit accountancy g (1,339.21) 468.73 (870.48) (417.71) – (25.60) – (427.17) (870.48)

Valuation difference  
in the death provision h (5.00) 1.75 (3.25) (3.91) – 2.25 – (1.59) (3.25)
Prepaid taxes i – 26.53 26.53 20.38 0.19 (0.83) – 6.79 26.53
Deferred income j 15.76 (5.52) 10.24 5.93 – 1.92 – 2.39 10.24
Conversion differences k – – – – 326.46 - (326.46) -  -
Other  (6.30) (6.42) (12.72) (5.97) (0.61) (6.75) – 0.61 (12.72)

Pursuant to IFRS     154.00 (46.28) 209.38 1,534.22 860.82 2,712.14
Figures in million euros

The controlled companies have adapted their internal structure and distribution systems to the 

peculiarities of the markets where they are active.

The consolidated annual accounts have been issued by the Board of Directors on 7 February 

2006.  They are expected to be approved by the General Shareholders Meeting.  The Spanish 

regulations envisage the possibility of modifying the annual accounts in the event they were not 

approved by the said governance body, albeit such a situation has never arisen in the life of the 

controlling Company.

2
 
BASES OF PRESENTATION OF THE CONSOLIDATED FINANCIAL STATEMENTS

2.1.BASES OF PRESENTATION

The Group’s consolidated financial statements have been prepared in accordance with the 

International Financial Reporting Standards (IFRS) in force on the closing date as adopted by 

the European Union, with all companies having carried out the required standardisation adjust-

ments.

The consolidated financial statements have been prepared under the historical cost convention, 

except for available-for-sale financial assets and for derivative financial instruments, which 

have been recorded at fair value.

The Group has decided to allocate interest costs to the income statement of the financial year 

when they are incurred.

In the preparation of its consolidated financial statements, the Group has adopted the IFRS for 

the first time in financial year 2005, with the date of transition being 1 January 2004.  Its latest 

consolidated financial statements under the former accounting principles were those corres-

ponding to the financial year closed as of 31 December 2004.

The accounting policies applied on the date of transition comply with each one of the IFRS in 

force on the date of presentation of these financial statements, except for the following excep-

tions, expressly provided for under IFRS 1, which have been adopted by the Group:

°  The initial cost has been considered to be the restated value of those property, plant and 

equipment and investment property elements that had been restated pursuant to the legal 

provisions applicable in the respective countries.

°  IFRS 3 has not been retroactively applied to the business combinations carried out before the 

date of transition.

°  All actuarial gains and losses in remuneration to employees accumulated on the date of 

transition to the IFRS have been recognised.

°  Accumulated translation differences of all businesses abroad on the date of transition have 

been considered as null.

°  Financial instruments held in the portfolio on the date of transition have been classified as 

“Trading Portfolio” and “Portfolio available for sale” on the said date and not at the time of 

initial recognition.

The reconciliation between equity presented under the accounting principles and criteria laid 

down in the Insurance Entities Accountancy Plan (PCEA) and equity presented under IFRS as at 

1 January 2004 and 31 December 2004 is as follows:
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ded pursuant to the Spanish accounting regulations amount to R72.05 million as at 1 January 

2004 and have been eliminated, increasing equity.  The amounts allocated and applied during 

2004 have been eliminated net of the tax effect, with the net result for the said financial year 

increasing by R14.17 million.

f)  Pursuant to the local regulations in force in Spain and other countries where the Group 

operates, there is a transitional period to adapt to the new survival and mortality tables 

in the event that those used in the calculation of mathematical reserves are older than 20 

years. IFRS do not contemplate transitional adaptation periods, buy lay down the obligation 

of assessing, on each one of the dates of presentation of financial information, whether lia-

bilities arising from insurance contracts recognised in the financial statements are sufficient 

to honour future obligations. The increase in the mathematical reserve recorded as a conse-

quence of the assessment of adequacy of technical provisions, net of the tax effect, amounts 

to R14.02 million as at 1 January 2004. The amount taken to results in 2004 as a consequence 

of the application of the transitional regime pursuant to the local regulations, as well as the 

effect of the cancellation of policies, amount to R3.21 million, net of the tax effect, and there-

fore the results for the said year have been adjusted by the mentioned amount under IFRS.

g)  As a result of the valuation at fair value of assets earmarked to technical provisions and of the 

application of tacit accountancy, the valuation of mathematical reserves has been adjusted as 

at 1 January 2004 and 31 December 2004 by R750.21 million and R1,339.21 million, respecti-

vely.

h)  In accordance with Spanish regulations, the death provision must be calculated on an actua-

rial basis with methods similar to those for life insurance; however, and transitionally for 

portfolios existing prior to the enforcement of the Regulations on Disposition and Supervision 

of Private Insurance (ROSSP), the said provision is calculated by multiplying the premiums 

accrued in the financial year by 7.5%. The said provision is cumulative and is allocated until 

reaching the limit of 150% of premiums accrued in the last financial year closed. IFRS do not 

contemplate adaptation periods, buy lay down insurers’ obligation of assessing, on each one 

of the dates of presentation of financial information, whether liabilities arising from insurance 

contracts recognised in the financial statements are sufficient to honour future obligations. 

The increase in the death provision recorded as a consequence of the assessment of adequa-

cy of the said provision, net of the tax effect, amounts to R7.66 million as at 1 January 2004. 

The amount expensed in 2004 as a consequence of the application of the transitional regime 

pursuant to the application of the mentioned percentage and the cancellation of policies, 

amounts to R2.25 million, net of the tax effect, having been eliminated from results for the 

said financial year to IFRS effects.

i)  Pursuant to Spanish accounting regulations, prepaid taxes may be recorded only when their 

recovery is clearly ensured, this being considered not to be likely when it may take place after 

the lapse of 10 years or in the case of entities usually registering losses. IFRS provide for 

prepaid taxes to be recognised to the extent the entity is likely to count on future tax gains 

against which to offset temporary differences, without any time limit. 

Prepaid taxes accounted under IFRS and not accounted under PCEA amounted as at 1st January 

2004 to R29.23 million. This amount has been added to Group equity. The amount of net accoun-

ted and cancelled prepaid taxes in 2004 was R0.62 million, and together with corresponding 

minority shareholders amount has reduced R0.83 million the results of said year.

The reconciliation of results presented under PCEA and those presented under IFRS as at 31 

December 2004 is as follows: 

Concept Note Gross amount Taxes Minority 
shareholders

Result 
attributable  

to controlling 
Company

Under PCEA  403.38 (118.42) (102.02) 182.94
Amortisation of start-up expenses a 5.45 (1.09) (1.34) 3.02
Elimination of goodwill amortisation/impairment b 32.62 (2.61) (12.23) 17.78
Difference in valuation of investments c 80.53 (27.82) (25.63) 27.08
Embedded derivatives d (5.48) 1.92 0.17 (3.39)
Elimination of the stabilisation and  
catastrophe provision e 31.71 (12.35) (5.19) 14.17
Valuation difference in mathematical reserves:

- Due to adaptation to new tables f (1.78) (1.05) (0.38) (3.21)
- Due to tacit accountancy g (77.44) 27.11 24.73 (25.60)

Valuation difference in the death provision h 6.79 (2.38) (2.16) 2.25
Prepaid taxes i – (0.62) (0.21) (0.83)
Deferred income j 4.28 (1.50) (0.86) 1.92
Others  (0.53) (9.28) 3.06 (6.75)

Under IFRS  479.53 (148.09) (122.06) 209.38
Figures in million euros

a)  Under IFRS, incorporation and start-up expenses must be recorded as expense in the year, 

and capital increase expenses must be deducted from equity, therefore, the restated book 

value of the said expenses, which amounted to R11.03 million as at 1 January 2004 under the 

former PCEA criteria, has been cancelled, net of the tax effect, against equity. The amounts 

corresponding both to the capitalisation of incorporation and start-up expenses carried out 

during 2004, and the allocation to results for the amortisation carried out under PCEA rules, 

amounting to R5.45 million, have been cancelled, net of the tax effect, against results for the 

said financial year.

b)  Under IFRS, goodwill is not amortised on a regular basis, opposite to the provisions of the 

Spanish accounting regulations. The amount corresponding to amortisation increases the net 

result for 2004 by R17.78 million.

Likewise, the IFRS require carrying out a test, on an annual basis, in order to verify whether 

losses have occurred due to impairment of the goodwill. From the said test, a loss arises of 

R10.09 million, which was already recognised as at 31 December 2004 under PCEA criteria.

c)  Under the Spanish accounting regulations, financial assets available for sale are stated at 

cost, while under IFRS the mentioned assets must be recorded at fair value. The difference 

between both valuations amounts to R907.48 million and R1.678.50 million as at 1 January 

2004 and 31 December 2004, and it is stated net of the tax effect under “Valuation Adjustment 

Reserves”, having deducted the amount corresponding to minority interests.

d)  Under IFRS, embedded derivatives are accounted for at fair value, while under the local 

regulations in force in Spain they are valued at cost.  The difference between both valuations, 

net of the tax effect, is included under “Valuation Adjustment Reserves”, amounting to R7.12 

million and R12.60 million as at 1 January 2004 and 31 December 2004, respectively.  The 

difference between both amounts, net of the tax effect, has lowered the results for 2004.

e)  IFRS do not allow recognising as a liability, in an insurer’s financial statements, a provision 

for any future claims if these claims arise from insurance contracts not existing on the date of 

presentation of the financial statements. The stabilisation and catastrophe provisions recor-
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Revenues and expenses of the first three segments are those corresponding to the Non Life and 

Life activity, and to reinsurance activity, and those included under “Other activities” are those 

corresponding to property services, securities and real estate asset management, travel agency, 

services of attention to the elderly, assistance, etc.

The established geographical segments are:  Spain, other European Union countries, America, 

and rest of the world.

2.3. ERRORS

No errors have been detected in the financial statements of previous years.

2.4. COMPARISON OF INFORMATION

There are no reasons preventing the comparison of the balances and amounts of this financial 

year as they appear in the financial statements with those of the preceding year, since the latter 

have been recalculated on the basis of the same criteria, rules and assumptions.

The controlling Company has decided to adopt IAS 39 and IFRS 4 from the date of transition (1 

January 2004).  On the other hand, certain rules that had been approved by the European Com-

mission have not been adopted in advance when they were not in force on the closing date of 

financial year 2005, in particular the changes made in IAS 32 and IAS 39 approved by Regulations 

1864/2005 of the Commission, as well as those introduced by Regulations 108/2006 of the Com-

mission, validating IFRS 7, which, in both cases, basically affect the information and breakdowns 

of financial instruments.

2.5. CHANGES IN THE CONSOLIDATION PERIMETER

Appendix 1 identifies the companies that were incorporated into the consolidation perimeter in 

2004 and 2005, together with details on their equity and results.  In addition, appendix 1 provides 

a detail of other changes occurred in the consolidation perimeter.

The overall effect of these changes on the consolidatable group’s equity, financial situation and 

results in 2004 and 2005 with respect to the preceding year is described in the relevant notes 

to this annual report.

2.6. ACCOUNTING JUDGEMENTS AND ESTIMATE

In the preparation of the consolidated financial statements under IFRS, the controlling 

Company’s Board of Directors has made judgements and estimates based on assumptions on 

the future and on uncertainties that basically refer to:

°  Losses from impairment of certain assets.

°  The actuarial calculation of liabilities and post-employment remuneration related commit-

ments.

°  The useful life of intangible assets and of tangible fixed asset elements.

°  The fair value of certain unlisted assets.

Estimates and assumptions used are regularly reviewed and are based on the historical expe-

rience and other factors that may have been considered as more reasonable from time to time.  

If a change in the estimates took place in a give period, as a consequence of these reviews, its 

effect would apply to that period and, if applicable, to successive periods.

j) Deferred income

j .1)  EXCHANGE DIFFERENCES

Under IFRS, the unrealised exchange differences in all monetary items must be recognised as 

revenues or expenses of the year when they arise. However, under the Spanish accounting regu-

lations, unrealised positive exchange differences must be recognised as deferred income until 

the cancellation of the item having generated them, except the cash related ones, which have 

the same treatment as under IFRS. The unrealised amount of positive exchange differences in 

non cash items, which amounted to R8.47 million as at 1 January 2004 under Spanish accounting 

principles and criteria, has been considered, net of the tax effect, as a greater amount of equity 

under IFRS. The amounts corresponding both to capitalisation of new unrealised differences and 

the allocation to results of amounts recognised as deferred income, carried out during 2004, and 

which amount to R2.15 million, have been cancelled, net of the tax effect, with the subsequent 

increase in the results for the said financial year.

j .2)  NEGATIVE CONSOLIDATION DIFFERENCES

Pursuant to Spanish accounting regulations, the negative difference arising from comparing the 

book value of the investment with the pro rata portion of the equity of the controlled or associa-

ted undertaking on the date of acquisition of the investment, provided that the said difference is 

not subject to allocation, totally or partially, to equity elements, is recorded under the liabilities, 

whether it relates to a provision for risks and expenses or has the nature of deferred income.

Under IFRS, negative goodwill cannot be recognised; therefore, as at 1 January 2004, recorded 

under PCEA, have been cancelled against equity.

k)   The accumulated translation differences of all businesses abroad on the date of transition 

have been considered as null, therefore the balance of this account as at 1 January 2004 

under PCEA has been classified under IFRS to reserves accounts.

The consolidated annual accounts for 2004 prepared pursuant to the PCEA presented a con-

solidated cash flow statement.  On the other hand, the present financial statements prepared 

under IFRS also present a cash flow statement.  Both sets of statements have been prepared 

under different criteria, therefore they are not comparable, and it is not possible to effect 

reconciliation between them.

2.2. INFORMATION BY SEGMENTS

Section E) of the consolidated annual accounts includes financial information by segments, in 

relation to both business activities and geographical segments.

The controlling Company has identified the following main segments as regards business acti-

vities:

°  Non Life direct insurance

°  Life direct insurance

°  Life and Non Life accepted reinsurance

°  Other activities
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3.2. TRANSLATION OF FINANCIAL STATEMENTS OF FOREIGN COMPANIES 
INCLUDED IN THE CONSOLIDATION

The functional and presentation currency of SISTEMA MAPFRE is the Euro, therefore the balan-

ces and transactions of Group companies whose functional currency is not the Euro and that do 

not operate in an hyperinflationary economy are translated into Euros at the closing exchange 

rate.

The exchange differences resulting from applying the above procedure, as well as those ari-

sing from translation of loans and other foreign currency instruments covering investments 

in foreign operations, have been recorded as a separate component of assets in the account 

“Translation differences”, deducting the part of the said difference corresponding to Minority 

Shareholders.

Goodwill and fair value adjustments of assets and liabilities arising from the acquisition of Group 

companies whose currency is not the Euro are dealt with as assets and liabilities of foreign 

operations, stating them in the functional currency of the foreign undertaking and translating 

them at the closing exchange rate.

Adjustments to the opening balance 

The columns of adjustments to the opening balance appearing in the various tables of this report 

include the changes occurred as a result of changes in the consolidation method or procedure 

applied, and of the application of a different exchange rate for the translation of figures corres-

ponding to overseas subsidiaries.

Variations in the technical provisions recorded on the income statement differ from those obtai-

ned by difference in the balance sheet balances of the present and previous financial year, as a 

result of the application of a different exchange rate for the translation of figures in the case of 

overseas subsidiaries.

4
 
EARNINGS PER SHARE AND DIVIDENDS

4.1. EARNINGS  PER SHARE

The calculation of the basic earnings per share, which coincides with the diluted earnings per 

share, there being no dilutive potential ordinary shares, is shown below:

Concept 2005 2004

Net profit attributable to the controlling 
Company’s shareholders (million) 249.83 209.38
Weighted average number of ordinary shares 
in issue (million) 238.90 224.85

Basic earnings per share (Euros) 1.05 0.93

The weighted average number of ordinary shares in issue in financial year 2004 is affected by 

the capital increase carried out on 15 April 2004.

3
 
CONSOLIDATION

3.1. SUBSIDIARIES, ASSOCIATED UNDERTAKINGS AND JOINT VENTURES

Subsidiaries, associated undertakings and joint ventures included in the consolidation are iden-

tified and their details given in the table of shareholdings forming an integral part of these notes 

to the financial statements as Appendix 1. The said appendix provides a breakdown of the joint 

ventures included by the proportionate consolidation method.

The configuration of companies as controlled companies is determined by the controlling 

Company holding a majority of the voting rights, directly or through subsidiaries, or, even if not 

holding half of the said rights, if the controlling Company is able to manage the said compa-

nies’ financial and operating policies in order to obtain profits from their activities. Controlled 

companies are consolidated from the date when the Group acquires control, and are excluded 

from the consolidation on the date when it ceases in such control; therefore, the results relating 

to the part of the financial year while the said entities belong to the Group are included in the 

financial statements.

Associated undertakings are those where the controlling Company exercises a significant 

influence, albeit they are neither controlled companies nor joint ventures.

Significant influence means the power of intervening in the investee company’s decisions on 

financial and operating policies, however without achieving control or joint control over the said 

policies.  A significant influence is assumed to be exercised when the Company holds, either 

directly or indirectly through its controlled companies, at least 20% in the investee company’s 

voting rights.

Shareholdings in associated undertakings are consolidated by the equity method, including 

within the value of the shareholding the net goodwill identified on the acquisition date.

When the Group’s participation in the losses of an associated undertaking is equal to or higher 

than the book value of its stake, including any unsecured receivable, the Group does not register 

additional losses, unless obligations have been incurred or payments have been made on behalf 

of the associated undertaking.

In order to determine if an investee is a controlled or associated undertaking, account has been 

taken of both the potential voting rights held and liable of exercise, and the call options on sha-

res, debt instruments convertible into shares or other instruments entailing the possibility of 

increasing or reducing voting rights.

A joint venture is considered to exist when two or more entities undertake an economic activity 

subject to shared control and regulated by means of a contractual agreement.

Interests in jointly controlled companies are generally recognised in the participant’s financial 

statements by the proportionate consolidation method.

Excluded from being considered as controlled companies, associated undertakings and joint 

ventures are the investments made in investment funds and similar undertakings.

The financial statements of controlled companies, associated undertakings and joint ventures 

used for the consolidation are those relating to the financial year closed as at 31 December 2004 

and 2005.
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Capitalised development expenses are amortised over the period in which revenues or yields 

are expected to be obtained, without prejudice to the valuation that would be made if impair-

ment occurred.

°  Intangible assets acquired by exchange of assets

Intangible assets acquired are generally recognised at the fair value of the asset given.

5.2. BUSINESS COMBINATIONS

The cost for the buying entity of a business combination is the fair value of the assets provided, 

instruments issued and liabilities incurred or assumed on the exchange date, plus any expen-

ses directly attributable to the combination. Assets received and liabilities and contingencies 

assumed in a business combination are initially recorded at their fair value on the combination 

date.

Goodwill represents the excess of the cost paid over the acquired percentage of the fair value of 

assets and liabilities on the combination date.

5.3. PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT PROPERTY

Property, plant and equipment and investment property are carried at cost less accumulated 

amortisation and, if applicable, accumulated impairment losses.

Costs incurred after the purchase are recognised as an asset only when future economic profits 

related to them are likely to revert to the Group and the cost of the element may be accura-

tely determined. Other repair and maintenance expenses are debited to the income statement 

during the financial year when they are incurred.

Property, plant and equipment and investment property are amortised on a straight-line basis 

on the cost of acquisition of the asset less its residual value and less the value of land, based on 

the following periods of useful life of the different assets:

Group of elements Years Annual ratio

Buildings and other structures 50-25 2%-4%
Transport elements 6.25 16%
Furniture 10 10%
Fittings 16.6-10 6%-10%
Data processing equipment 4 25%
  

The residual value and the useful life of the assets are reviewed and adjusted, if required, on the 

closing date of each financial year.

The elements of property, plant and equipment and investment property are written off when 

they are sold or when they are no longer likely to produce future economic profits deriving from 

their continued use.  Gains or losses arising from the write-off are accounted for in the income 

statement.

4.2. DIVIDENDS

The breakdown of the controlling Company’s dividends in the last two financial years is as follows:

Concept Total dividend  
(in millions)

Dividend per share  
(in Euros)

2005 2004 2005 2004

Interim dividend 40.61 35.84 0.17 0.15
Final dividend 35.84 28.66 0.15 0.12

Total 76.45 64.50 0.32 0.27

The dividend for financial year 2005 has been proposed by the Board of Directors and is pending 

approval by the Ordinary General Shareholders Meeting.

The planned dividend pay-out complies with the requirements and limitations that are laid down 

in the legal regulations and the Company’s bylaws.

5
 
ACCOUNTING POLICIES

The accounting policies applied in relation to the following items are:

5.1. INTANGIBLE ASSETS

Goodwill on merger

Goodwill on merger represents the excess of the cost paid in a business combination over the 

fair value of the assets and liabilities identifiable on the date of acquisition of the stake.

Goodwill on consolidation

Goodwill on consolidation represents the excess of the cost of acquisition over the fair value of 

the stake in the controlled company’s equity.  In the case of acquisition of stakes in the contro-

lled company from minority shareholders subsequently to the initial one, the controlling Com-

pany has decided to recognise the said excess as greater goodwill on consolidation.

Impairment of goodwill

After its initial recognition and allocation to a cash generating unit, its possible loss in value is 

assessed at least once a year.  When the recoverable value of the said cash generating unit is 

lower than its net book value, the corresponding loss in value is immediately recognised in the 

income statement, and generally no loss is recognised for individual assets not having expe-

rienced any impairment.

Other intangible assets

°  Intangible assets arising from an independent acquisition

Intangible assets acquired from third parties in a market transaction are valued at cost.  If 

their useful life is finite they are amortised depending upon it and, if they have an indefinite 

useful life, impairment tests are carried out at least on an annual basis.

°  Intangible assets internally generated by the company

Research expenses are recognised directly in the income statement in the year when they are 

incurred.  Development expenses are recorded as an asset when their probability, feasibility 

and future recoverability may be reasonably ensured, and are carried at cost. 
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After the initial recognition, financial investments are stated at fair value, without deducting any 

dealing cost that might be incurred on their sale or any other type of disposal, with the following 

exceptions:

a)  Financial investments included in the “Portfolio Held to Maturity”, which are valued at their 

amortised cost using the effective interest rate method.

The effective interest rate is the restatement rate equalling exactly the initial value of a finan-

cial instrument to all its estimated cash flows for all concepts throughout its residual life.

b)  Financial assets that are equity instruments and whose fair value may not be accurately esti-

mated, as well as derivatives having the said instruments as underlying asset and that are 

settled by delivering them, which are valued at cost.

The fair value of financial investments is the price that would be paid for them in an organised 

and transparent market (“Trading price” or “Market value”).  When the said market value is 

not available, or when the price is not sufficiently representative, the fair value is determined 

by restating the future financial flows, including the redemption value, at rates equivalent to 

the average of the last month in the market for fixed income securities issued by the State and 

standardised according to the issuer’s quality and the maturity period.

The fair value of the financial derivatives included in the “Trading portfolio” is taken to be their 

daily price on the list or the present value of future cash flows if the former is not available.

The book value of financial investments is adjusted against the income statement when there 

is objective evidence of an event having occurred that has a negative impact on its future cash 

flows or in the recovery of the book value.  The objective evidence of the impairment is deter-

mined on an individual basis for significant debt instruments and collectively for the groups of 

instruments not being individually significant.

The amount of impairment losses is equal to the difference between their book value and the 

present value of their estimated future cash flows, but for listed instruments, where the present 

value of cash flows is taken to be their market value, provided this is sufficiently reliable and 

considering, in any case, the credit risk.  The amount of estimated impairment losses is recogni-

sed in the income statement, including, in addition, any reduction in the fair value of investments 

previously recognised under “Valuation adjustment reserves”.

In the case of financial swaps of exchange of flows, the amounts accrued by the main transac-

tions are recognised, with the amount resulting from flows being accounted for under “Other 

financial liabilities” or “Corporate and other credits”, as the case may be.

5.6. HEDGING TRANSACTIONS

Hedging derivatives are recorded, as the case may be according to their valuation, under the 

heading “Other investments” or “Other liabilities”.

Hedging derivatives are considered those that efficiently eliminate the risks of variations in fair 

value, alterations in cash flows or variations in the value of the net investment in businesses 

abroad.

Derivatives for hedging purposes are carried at fair value.

Fair value hedge

The profit or loss arising from the valuation of the hedging instrument and the covered element 

is recognised in the income statement, in all cases.

5.4. FINANCIAL LEASES

Leases transferring to the lessee all the risks and benefits inherent in the ownership of the lea-

sed asset are classified as financial leases.  The lessee books the leased asset in its assets, at 

fair value or at the present value of minimum payments under the lease if this figure is lower.

Each lease payment is distributed between the liabilities and financial charges in order to arrive 

to a constant interest rate on the outstanding balance.

Financial costs are debited to the income statement.

Assets under financial lease are amortised during the useful life of the leased asset.

5.5. FINANCIAL INVESTMENTS

Recognition

Financial assets traded on secondary securities markets are generally recognised on the sett-

lement date.

Classification

Financial investments are classified into the following portfolios:

°  Portfolio held to maturity

This category includes the securities with respect to which there is the intention and proven 

financial capacity to hold them until their maturity.

°  Portfolio available for sale

This portfolio includes securities representing debt not falling under “Portfolio held to maturi-

ty” or “Trading portfolio” and the equity instruments of entities not being controlled, associa-

ted or jointly held businesses and which have not been included in the “Trading portfolio”.

°  Trading portfolio

This portfolio includes the financial assets that are originated or acquired with a view to 

their short-term realisation, which form part of a financial instruments portfolio being jointly 

identified and managed and which, according to recent experience, may give rise to short 

term gains.

This portfolio also includes derivative instruments not earmarked for hedging purposes and 

hybrid financial assets stated at fair value.

In the case of hybrid financial assets, which simultaneously include a main contract and a 

financial derivative, both elements are segregated and dealt with independently to the effects 

of their classification and valuation.  Exceptionally, when the said segregation is not feasible, 

hybrid financial assets are accounted for at fair value.

Valuation

On their initial recognition in the balance sheet, all financial investments forming part of the 

above mentioned portfolios are recognised at the fair value of the consideration delivered, plus, 

in the case of financial investments not being classified in the “Trading Portfolio”, any dealing 

costs being directly attributable to their purchase.
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the difference between the book value of the asset and the present value of future cash flows, 

discounted at the original effective interest rate of the financial asset.  The amount of the loss is 

recognised in the income statement of the year.

Impairment losses corresponding to outstanding premiums are calculated separately for each 

business line and consist of the portion of the tariff premium accrued in the financial year that is 

likely not to be collected, considering the experience of previous years, and taking into account 

the impact of reinsurance.  The impairment is recognised in the income statement overall 

depending upon the age of outstanding premium receipts, or on an individual bases when thus 

required by the circumstances and the situation of the premium receipts.

Credits on recollection of losses are capitalised only when their realisation is considered as 

guaranteed.

5.11. CASH AND BANKS

Cash and Banks consists of cash and cash equivalents.

Cash is formed by cash and sight deposits with banks.

Cash equivalents correspond to highly liquid short term investments that can be easily conver-

ted into fixed amounts of cash and are subject to insignificant risks as to change in their value, 

and have maturities below twenty four hours.

5.12. ACCRUAL ADJUSTMENTS

The heading “Accrual adjustments” of the assets side basically include fees and other acquisi-

tion expenses corresponding to accrued premiums subject to allocation to the period between 

the closing date and the expiry of the hedge of the contracts, with such expenses being those 

actually borne in the period, with the limit established in the technical bases.

Similarly, the heading “Accrual adjustments” of the liabilities side includes the amounts of fees 

and other acquisition expenses of ceded reinsurance that are to be allocated in subsequent 

years pursuant to the coverage period of ceded policies.

5.13. NON-CURRENT ASSETS HELD FOR SALE AND RELATED LIABILITIES

Assets held for sale, if applicable, are generally stated at the lower of their book value and their 

fair value deducting sale costs, these understood as any marginal costs directly attributable to 

the disposal, excluding financial costs, if applicable, and the income tax related expense.

Non-current assets classified as held for sale are not subject to amortisation.

Losses for impairment of their book value are recognised in the income statement.  Similar-

ly, when a recovery in value takes place, this is recognised in the income statement up to an 

amount equal to the impairment loss previously recognised.

5.14. FINANCIAL LIABILITIES

In their initial recognition in the balance sheet, financial liabilities are accounted for at their fair 

value.  After this initial recognition, all financial liabilities are valued at their amortised cost, 

except financial liabilities classified as hedged losses, or as accounting hedging instruments 

that follow the criteria and rules that are established in Note 5.6 of hedging transactions.

When financial liabilities are written off in the balance sheet, the difference between their book 

value and the consideration delivered is recognised in the income statement.

5.7. INVESTMENTS ON ACCOUNT OF LIFE INSURANCE POLICYHOLDERS 
BEARING THE INVESTMENT RISK

Investments on account of policyholders bearing the investment risk are made in securities 

investment funds and are valued at cost or at subscription or purchase price. The said acquisi-

tion cost is adjusted as greater or lower value of the investment, as applicable, depending upon 

the net asset value at the closing of the financial year.  Revaluations and depreciations of these 

assets are accounted for as a credit or debit to the income statement of the Life insurance 

business segment.

5.8. ASSET IMPAIRMENT

At the closing of each financial year, the Group assesses if there are signs that the asset ele-

ment may have suffered a loss in value.  If there are such signs, the recoverable value of the 

asset is estimated.

In the case of assets not being in operating conditions and of intangible assets with an indefinite 

useful life, the estimation of the recoverable value is made irrespectively of the existence of 

impairment signs.

If the book value exceeds the recoverable amount, a loss is recognised for the excess, reducing 

the book value of the asset down to its recoverable amount.

When there is an increase in the recoverable value of an asset other than goodwill, the previo-

usly recognised impairment loss is reversed, increasing the book value of the asset up to its 

recoverable value.  This increase never exceeds the book value net of amortisation that would 

be accounted for had no impairment loss been recognised in previous years. The reversion is 

recognised in the income statement, unless the asset has been already subject to revaluation 

against “Valuation adjustment reserves”, in which case the reversion is treated as a revaluation 

increase.  After this reversion, the amortisation expense is adjusted in the following periods.

5.9. INVENTORIES

Inventories are valued at the lower of their acquisition or production cost and their net realisable 

value.

The acquisition cost includes the expenses directly attributable to the purchase, as well as an 

allowance for the overheads incurred for the transformation of inventories and any financial 

expenses incurred in their acquisition.

The net realisable value is the estimated sale price in the normal course of business, less any 

variable costs required for their sale.

5.10. CREDITS & RECEIVABLES

Valuation of credits is generally made at the amortised cost, calculated pursuant to the effective 

interest rate method and deducting, if applicable, provisions for losses due to any perceived 

asset impairment.

In the case of credits with maturity beyond one year without the parties having expressly agreed 

the applicable interest rate, credits are discounted taking as implicit financial interest that in 

force in the market of Public Debt securities with equal or similar term to the maturity of the 

credits, without prejudice to taking into account the related risk premium.

When there is objective evidence that an impairment loss has been incurred, the relevant provi-

sion has been established for the amount deemed not recoverable. The said amount is equal to 
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OTHER TECHNICAL PROVISIONS

The most significant provision included under this heading is the Death Insurance provision, 

which is calculated on a policy by policy basis, as the difference between the current actuarial 

value of future obligations of the controlled companies operating in this line and those of the 

policy holder or insured party.

TECHNICAL PROVISIONS RELATING TO LIFE INSURANCE WHEN THE INVESTMENT RISK 

IS BORNE BY THE POLICY HOLDERS

The provisions for life insurance where it has been contractually agreed that the investment risk will 

be fully borne by policy holders, have been calculated on a policy by policy basis, and they are valued 

as a function of the assets specifically earmarked to determine the value of the rights.

b) Direct insurance of entities not belonging to the European Economic Area

Technical provisions are calculated pursuant to the local criteria in force in each country, except 

in the cases when their application could distort the true and fair image that must be shown by 

the annual accounts, in which case the controlling Company’s criteria have been adopted.

Life insurance provisions have been calculated using the operational assumptions, mortality 

tables and technical interest rate usual in the sector in the respective countries.

c) Ceded reinsurance

Technical provisions for cessions to reinsurers are shown in the balance sheet assets and are 

calculated according to the reinsurance agreements entered into and under the same criteria 

as used for direct insurance.

d) Accepted reinsurance

PROVISION FOR UNEARNED PREMIUMS

Accepted reinsurance transactions are accounted for on the basis of the accounts received 

from ceding companies. If, upon closing the accounts, the ceding company’s latest accounts are 

not available, the balance of other received accounts is considered as provisions for unearned 

premiums of non closed accounts, in order not to recognise results in the recording of such 

accounts.  Exceptionally, if these provisions of non closed accounts were negatively affected 

by the recording of major claim payments, because of their being an actual loss not subject to 

being offset by movements of non closed accounts, the provision is adjusted for the relevant 

amount.

When the latest account and report on outstanding claims are available, the cancellation is 

made of provisions of non closed accounts, allocating the corresponding provisions for unear-

ned premiums as a function of the information provided by the ceding company, and accruing 

them on a policy by policy basis.  Failing this, the amount recorded for unearned premiums is 

the amount of the deposit of premiums withheld on this concept and, lastly, an overall method 

for the accrual of premiums may be used.

Acquisition expenses, as notified by ceding companies, are accrued under the heading of 

“Accrual adjustments” in the balance sheet assets, with these expenses corresponding to those 

actually borne in the period.  When ceding companies do not notify the amounts, acquisition 

expenses are accrued on a risk by risk basis for facultative proportional reinsurance and overall 

for the rest of the proportional business.

PROVISION FOR RISKS IN PROGRESS

This is calculated on an individual business line basis and supplements the provision for unear-

ned premiums for the amount not showing the valuation of risks and expenses to be covered, 

corresponding to the coverage period not elapsed at the closing date.

5.15. TECHNICAL PROVISIONS

a) Direct insurance of companies belonging to the European Economic Area 

PROVISION FOR UNEARNED PREMIUMS

The provision for unearned premiums is calculated on an individual policy basis and includes the 

tariff premium accrued in the financial year, having deducted the security surcharge.

PROVISION FOR RISKS IN PROGRESS

The provision for risks in progress is calculated on an individual business line basis and supple-

ments the provision for unearned premiums for the amount not showing the valuation of risks and 

expenses to be covered corresponding to the coverage period not elapsed at the closing date.

For the motor business, the calculation of this provision has been made considering all the guaran-

tees covered with the products marketed by the different companies.

PROVISION FOR LIFE INSURANCE

° In life insurance policies with a coverage period equal to or shorter than one year, the pro-

vision for unearned premiums is calculated on a policy by policy basis and reflects the tariff 

premium accrued in the year, subject to allocation to future financial years.

When this provision is not sufficient, the provision for risks in progress is calculated also in order 

to cover the valuation of risks and expenses to be covered, corresponding to the coverage period 

not elapsed at the year’s closing date.

°  In life insurance policies with a coverage period exceeding one year, the mathematical 

reserve has been calculated on a policy by policy basis as the difference between the current 

actuarial value of the future obligations of the controlled companies operating in this line, and 

those of the policy holder or insured party.  The calculation basis is the inventory premium 

accrued in the year, represented by the pure premium plus the surcharge for administration 

expenses, both determined using the best estimates for mortality, illness, investment yields 

and administration expenses upon issuance of the contracts, as detailed in the technical 

bases of the relevant products and types, and remaining unchanged throughout the life of 

the contract, unless their inadequacy becomes evident, in which case the calculation of the 

mathematical reserve would be changed.

Written policies having a profit sharing clause in force at the closing of each year share, pro rata 

to their mathematical reserves and as specifically laid down in each contract, in the net yields 

obtained by the investments earmarked to covering the said provisions.  The amount of this 

profit sharing is recorded as a greater amount of mathematical reserves.

°  This balance sheet heading also includes the provision for profit sharing and premium retur-

ns.  This provision includes the amount of profits accrued in favour of policyholders, insured 

persons or beneficiaries and the premiums that must be reimbursed to policyholders.

PROVISION FOR OUTSTANDING CLAIMS

It represents the estimate valuation of outstanding claims deriving from occurrences prior to the 

closing of the financial year, deducting interim payments effected.  It includes the valuations of 

claims pending settlement or payment and pending to be reported, as well as the internal and 

external expenses relating to the liquidation of losses and, in addition, it includes maturities and 

redemptions pending payment in the Life Insurance business.  In the Spanish companies, its cal-

culation is made including, if applicable, additional provisions for the deviation in the valuation 

of claims subject to long handling periods.
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e) Significant assumptions and other sources of estimation of uncertainties

With respect to assets, liabilities, revenues and expenses deriving from insurance contracts, as 

a general rule, the assumptions that were used as basis for the issuance of the said contracts 

are used, as specified in the technical bases.

As regards liabilities, assumptions are based on the best possible estimate at the time of issuing 

the contracts.  Nevertheless, the relevant provisions would be established in order to cover any 

proven inadequacy, should this emerge. 

Generally, the company’s historical experience is used as basis.

Throughout the year, no significant changes have taken place in the assumptions used to value 

liabilities deriving from insurance contracts.

5.17. PROVISIONS FOR RISKS AND EXPENSES

Provisions are recognised when the present obligation exists as a result of a past event and a 

reliable estimate of the amount of the obligation may be made.

When a provision is expected to be recovered, partly or fully, the reimbursement is recognised 

as a separate asset.

5.18. DEBT

The valuation of the items included under the heading “Debt” is generally made at amortised 

cost, using the effective interest rate method.

In the case of tax related debt with maturity beyond one year, if the parties have not expressly 

agreed the applicable interest rate, debts are discounted taking as implicit financial interest that 

in force in the public debt market for securities with the same or similar term to the maturity of 

the debts, without prejudice to taking into account the relevant risk premium.

5.19. GENERAL CRITERION ON REVENUES AND EXPENSES

The general principle applicable to the recognition of revenues and expenses is the accrual cri-

terion, pursuant to which the allocation of revenues and expenses is made depending upon the 

actual flow of goods and services represented by them, irrespectively of the date of the monetary 

or financial flow deriving from them.

5.20. REMUNERATION TO STAFF

Remuneration to staff may be short term, post-employment and termination payments.

a) Short term remuneration

This is recorded as a function of services provided by employees, on an accrual basis.  

b) Post-employment remuneration

It essentially consists of defined benefit plans and defined contribution plans.

DEFINED BENEFIT PLANS

They are post-employment plans different of defined contribution plans. The liability recognised 

in the balance sheet in relation to defined benefit pension plans is equal to the present value of 

the defined benefit obligation on the balance sheet date, deducting, if applicable, the fair value 

of the assets earmarked to the plan.

The obligation on defined benefit is determined separately for each plan, using the actuarial 

valuation method of projected credit unit.

PROVISION FOR OUTSTANDING CLAIMS

Provisions for claims are allocated for the amounts notified by the ceding company or, failing this, for 

withheld deposits, and include complementary provisions for claims existing and not reported, as well 

as for deviations in existing ones, in accordance with the company’s own experience.

e) Retroceded reinsurance

Retroceded reinsurance transactions and their corresponding technical provisions are recor-

ded following the same criteria as for accepted reinsurance and according to the retrocession 

agreements entered into.

f) Liabilities adequacy test

Technical provisions existing in the books are periodically submitted to a reasonability test in 

order to determine their adequacy on the basis of the projections of all future cash flows of 

existing contracts.  Recorded provisions are adjusted against the results of the financial year if 

it becomes evident that they are inadequate, as a consequence of the test.

g) Shadow accounting

In order to mitigate the accounting asymmetries arising from applying different valuation 

methods for assets and liabilities, IFRS allow the so-called “shadow accounting”, in such a way 

that unrealised losses or gains in the relevant assets are recognised in the valuation of technical 

provisions.

5.16. OTHER ASSETS AND LIABILITIES ARISING FROM INSURANCE  
AND REINSURANCE CONTRACTS

a) Deposit components in insurance contracts

Some Life insurance contracts contain both an insurance component and a deposit component.  

These two components are not valued separately, since all the rights and obligations deriving 

from the deposit component are recognised.

b) Embedded derivatives in insurance contracts

Some Life insurance contracts contain embedded derivatives, whereby the value of the contract 

at maturity depends upon the evolution of a given stock market index.  The embedded derivative 

is not valued separately because it meets the conditions to be classified as an insurance con-

tract, being valued jointly with the main contract.

c) Insurance contracts acquired in business combinations or portfolio assignments

Insurance contracts acquired in a business combination or portfolio assignment are stated at 

fair value and recognised in the balance sheet as follows:

a)  the liabilities deriving from the insurance contracts are accounted for pursuant to the accoun-

ting policies used by the entity,

b)  an intangible asset is accounted for, representing the difference between:

- the fair value of the rights acquired and the rest of assumed contractual obligations, and

- the amount described under section a) above.

This intangible asset is amortised by the straight line method depending upon the estimated life of 

the contracts.

d) Capitalisation of acquisition fees and expenses

Acquisition fees and expenses directly related to new production sales are not capitalised in any 

case, being taken to the income statement in the financial year when they are incurred.
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a) Trading portfolio

Changes in fair value are directly accounted for in the income statement, differentiating the 

portion attributable to yields, which is recorded as interest or, if applicable, as dividends, and 

the portion that is recorded as realised and unrealised results.

b) Portfolio held to maturity

Changes in fair value are recognised when the financial instrument is written off in the balance 

sheet and in case of impairment.

c) Portfolio available for sale

Changes in fair value are recognised directly in the company’s equity until the financial asset is 

written off, at which time they are recorded in the income statement.

In all cases, the interest from financial instruments is calculated by the effective interest rate 

method.

5.23. CLAIMS

The estimated cost of claims, both of the Life and the Non Life business, is recognised on the 

date of occurrence of events, accounting for all necessary expenses to be incurred up to the 

settlement of the claim.  For claim events occurred prior to the end of each financial year but not 

reported, the best estimate of their cost is recognised based on historical experience, through 

the provision for claims pending declaration.

Payments of claims are made against the previously recognised provision.

Claims corresponding to accepted reinsurance are accounted for on the basis of the accounts 

received from ceding companies.

Claims corresponding to ceded and retroceded reinsurance are accounted for as a function of 

the reinsurance contracts entered into, and under the same criteria as those used for direct 

insurance and accepted reinsurance, respectively.

5.24. RECLASSIFICATION OF EXPENSES BY FINAL NATURE AND  
ALLOCATION TO ACTIVITY SEGMENTS

The criteria followed for the reclassification of expenses according to their final nature are 

mainly based on the function fulfilled by each employee, with their direct and indirect cost being 

distributed pursuant to the said function.

As regards expenses not directly or indirectly related to staff, individual studies are carried out, 

and they are allocated according to the function fulfilled by the said expenses.

The established destinations are as follows:

°  Expenses to be allocated to benefits

°  Expenses to be allocated to investments

°  Other technical expenses

°  Other non technical expenses

°  Acquisition expenses

°  Administration expenses

°  Operating expenses from other activities

Actuarial losses and gains arising are debited or credited to the income statement in the finan-

cial year when they take place.

DEFINED CONTRIBUTION PLANS

These are post-employment benefit plans, in which the entity involved makes pre-determined 

contributions to a separate entity (whether connected or alien to the Group) and has no legal or 

implicit obligation of making additional contributions, should there be an insufficiency of assets 

to honour the payment of benefits.  Therefore, the obligation solely consists of making the 

contribution that is agreed to a fund, and the amount of benefits to be received by employees is 

determined by the contributions made plus the return obtained on the investments where the 

fund is materialised.

OTHER POST-EMPLOYMENT OBLIGATIONS

The right to this type of benefits is usually subject to the employee’s permanence with the com-

pany until his/her retirement and during a required number of years.  Costs expected from these 

benefits are accrued during employees’ working life pursuant to an accounting method similar 

to that for defined benefit plans.

c) Termination payments

Termination payments are recognised as a liability and as an expense when there is a demons-

trable intention of termination of the labour relationship before the normal retirement date to 

a given number of employees, or when there is an offer to encourage the voluntary termination 

of labour contracts.

5.21. PREMIUMS

Direct insurance

Premiums from the Non Life business and Life annual renewable contracts are recognised as 

revenues throughout the validity of the contracts, pursuant to the period of time elapsed. The 

accrual of premiums is made by allocating the provision for unearned premiums. Premiums 

from the long term Life business, whether single premiums or regular premiums, are recogni-

sed when the right to collection arises on the part of the contract issuer.

Ceded reinsurance

Premiums corresponding to ceded reinsurance are accounted for pursuant to the written rein-

surance contracts and under the same criteria as used for direct insurance.

Accepted and retroceded reinsurance

Premiums corresponding to accepted reinsurance are accounted for on the basis of the 

accounts received from ceding companies.

Retroceded reinsurance transactions are accounted for under the same criteria as accepted 

reinsurance, and pursuant to the retrocession contracts entered into.

Coinsurance

Coinsurance transactions are accounted for pursuant to the accounts received from the opening 

company and the participation in contracts entered into.

5.22. REVENUES AND EXPENSES FROM INVESTMENTS

Revenues and expenses from investments are classified between operations and equity depen-

ding upon their origin, if they are earmarked to covering technical provisions or they materialise 

shareholders’ equity, respectively.

Revenues and expenses from financial investments are accounted for depending upon the por-

tfolio in which they are classified, pursuant to the following criteria:
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6
 
BREAKDOWN OF FINANCIAL STATEMENTS

6.1. INTANGIBLE ASSETS

The following tables detail the movement of this heading in the past two years:

Financial Year 2005

Concept Opening 
balance

Adjustement to  
opening balance

Changes in 
perimeter

Additions or 
appropiations

Disposal cancelations 
or reductions

Closing 
balance

COST      
GOODWILL 512.93 (0.15) – 114.16 (2.99) 623.95
OTHER INTANGIBLE ASSETS      

Portfolio acquisition expenses 1.01 – – – (1.01) –
Computer applications 73.65 2.51 0.17 19.78 (3.65) 92.46
Others 17.60 3.02 – 18.65 (2.45) 36.82

TOTAL COST 605.19 5.38 0.17 152.59 (10.10) 753.23

ACCUMULATED AMORTISATION      
OTHER INTANGIBLE ASSETS      

Portfolio acquisition expenses (0.28) – – – 0.28 –
Computer applications (46.21) (0.94) – (12.14) 2.59 (56.70)
Others (4.62) (1.61) – (12.48) 1.03 (17.68)

TOTAL ACCUMULATED AMORTISATION (51.11) (2.55) – (24.62) 3.90 (74.38)

IMPAIRMENT      
GOODWILL (10.09) – – (17.89) – (27.98)
OTHER INTANGIBLE ASSETS      

Portfolio acquisition expenses – – – – – –
Computer applications – – – – – –
Others – – – – – –

TOTAL IMPAIRMENT (10.09) – – (17.89) – (27.98)

TOTAL GOODWILL 502.84 (0.15) – 96.27 (2.99) 595.97

TOTAL OTHER  INTANGIBLE ASSETS 41.15 2.98 0.17 13.81 (3.21) 54.90

TOTAL INTANGIBLE ASSETS 543.99 2.83 0.17 110.08 (6.20) 650.87
Figures in million euros

The main addition in 2005 relates to the goodwill originated on the acquisition of shares in 

NOSSA CAIXA SEGUROS E PREVIDENCIA, amounting to R79.79 million (see Note 6.9).

Expenses allocated to the last three items are included under the heading “Net operating expen-

ses” in the income statement.

Expenses have been allocated to the following segments, depending upon the business line 

having originated them:

°  Direct insurance Life

° Direct insurance Non Life

° Accepted reinsurance

° Other activities

5.25. TRANSACTIONS AND BALANCES IN FOREIGN CURRENCIES

Transactions in foreign currencies, other than in reinsurance, are translated into Euros at the 

exchange rate prevailing on the transaction date.

Reinsurance transactions in foreign currencies are recorded at the exchange rate established at 

the beginning of each quarter in the year.  Later on, upon the closing of each quarter, they are 

all dealt with as a single transaction, translating the amount at the exchange rate prevailing on 

that date and recording the corresponding difference in the income statement.

At year end, existing balances denominated in foreign currencies are translated at the exchange 

rate of the Euro prevailing on that date, with all exchange differences being taken to the income 

statement, except those directly allocated to “Translation differences”, which are those arising 

from the monetary items that form part of the net investment in a foreign operation and from 

the non monetary ones stated at fair value, where changes in valuation are directly recognised 

in equity.

5.26. INCOME TAX

Income tax that is considered as an expense in the year is recorded as such in the income sta-

tement, and includes both the tax charge for the current tax and the effect corresponding to the 

movement of deferred tax.

For its determination, the liability method based on the balance sheet is used, according to 

which the relevant deferred tax assets and liabilities are recorded as may be necessary to 

correct the effect of temporary differences, which are the differences existing between the book 

value of an asset or a liability and that representing its tax valuation.

Temporary differences may be “Taxable temporary differences”, which give rise to a higher 

amount of taxes payable in the future and which generally entail the recognition of a deferred 

tax liability, or “Deductible temporary differences”, which give rise to a lower amount of taxes 

payable in the future and to the extent they may be recoverable when recording a deferred tax 

asset.

On the other hand, income tax related to items where modifications in valuation are directly 

recognised in equity are not allocated to the income statement, with the valuation changes being 

recorded in the said assets, net of the tax effect.
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A breakdown is given below of the useful life and amortisation rates used for the following intangi-

ble assets, having adopted in all cases the straight-line method of amortisation.

Group of elements Useful life  
(years)

Amortisation rate   
(annual)

Computer applications 4 25%
Rights of use of administrative 
concessions 57 1.75%

The amortisation of intangible assets with finite useful life has been recorded in the expenses 

account “Amortisation allowances”.

The useful life of the following intangible assets is considered indefinite, as the said assets are 

expected to contribute to obtaining future revenues for the Group, indefinitely:

Element
Book value

31/12/2005 31/12/2004

Goodwill on consolidation 477.23 366.21
Goodwill on merger 118.74 118.74
Goodwill on portfolio acquisition – 17.89
Figures in million euros

Financial Year 2004

Concept Opening 
balance

Adjustement to  
opening balance

Changes in 
perimeter

Additions or 
appropiations

Disposal cancelations 
or reductions

Closing 
balance

COST      
GOODWILL 498.22 – 4.03 10.68 – 512.93
OTHER INTANGIBLE ASSETS      

Portfolio acquisition expenses 0.40 (0.01) – 0.62 – 1.01
Computer applications 60.25 (1.77) – 19.52 (4.35) 73.65
Others 12.76 0.84 – 9.08 (5.08) 17.60

TOTAL COST 571.63 (0.94) 4.03 39.90 (9.43) 605.19

ACCUMULATED AMORTISATION      
OTHER INTANGIBLE ASSETS      

Portfolio acquisition expenses – – – (0.34) 0.06 (0.28)
Computer applications (38.59) 0.81 – (11.72) 3.29 (46.21)
Others (3.33) (0.15) – (1.21) 0.07 (4.62)

TOTAL ACCUMULATED AMORTISATION (41.92) 0.66 – (13.27) 3.42 (51.11)

IMPAIRMENT      
GOODWILL – – – (10.09) – (10.09)
OTHER INTANGIBLE ASSETS      

Portfolio acquisition expenses – – – – – –
Computer applications – – – – – –
Others – – – – – –

TOTAL IMPAIRMENT – – – (10.09) – (10.09)

TOTAL GOODWILL 498.22 – 4.03 0.59 – 502.84

TOTAL OTHER  INTANGIBLE ASSETS 31.49 (0.28) – 15.95 (6.01) 41.15

TOTAL INTANGIBLE ASSETS 592.71 (0.28) 4.03 16.54 (6.01) 543.99
Figures in million euros

The main addition in 2004 corresponds to the goodwill originated on the acquisition of shares in 

MAPFRE QUAVITAE, amounting to R8.19 million.  The amounts stated as changes in the perime-

ter correspond to the goodwill that MAPFRE QUAVITAE had recognised in its subsidiaries when 

it joined the perimeter (July 2004).
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The book value, net of any impairment, of each of the above described goodwill items is, in all 

cases, equal to or lower than the amount recoverable from the cash generating unit to which they 

are allocated, which has been determined according to its use value, calculated on the basis of 

cash flow projections.  The discount rate applied to the said projections is based on the interest 

rates of the geographical market where each cash generating unit operates, which oscillates bet-

ween 3.69 and 4.66, and to which a risk premium has been added depending upon the unit’s type 

of activity.  Projections corresponding to the first five years take into account growth rates of the 

flows based on historical experience, while for the following years constant flows are considered.

6.2. PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT PROPERTY

Property, plant and equipment

The following tables detail the movement of this heading in the last two years:

Financial year 2005

Concept Opening 
balance

Adjustments 
to opening 

balance

Changes in 
perimeter

Additions or 
appropria-

tions

Disposals, 
cancellations 
or reductions

Closing 
balance

Market 
value

COST      
PROPERTY FOR OWN USE       

Land and natural resources 69.75 2.71 – 1.17 (9.93) 63.70 73.97
Buildings and other structures 265.20 12.40 8.83 84.08 (20.87) 349.64 312.78

OTHER PROPERTY, PLANT AND EQUIPMENT
Transport elements 7.71 (2.71) – 8.47 (1.30) 12.17 6.28
Furniture and fittings 109.86 0.97 2.56 22.23 (6.72) 128.90 49.88
Other property, plant and equipment 108.29 7.27 – 20.11 (4.67) 131.00 78.32
Advances and fixed assets in progress 17.06 (4.16) – 2.57 (5.63) 9.84 9.84

TOTAL COST 577.87 16.48 11.39 138.63 (49.12) 695.25 531.07

ACCUMULATED AMORTISATION       
PROPERTY FOR OWN USE (29.92) (1.89) – (4.53) 2.35 (33.99) –
OTHER PROPERTY, PLANT 
AND EQUIPMENT (129.63) (8.80) (0.85) (20.43) 6.81 (152.90) –

TOTAL ACCUMULATED AMORTISATION (159.55) (10.69) (0.85) (24.96) 9.16 (186.89) –

IMPAIRMENT       
PROPERTY FOR OWN USE       

Land and natural resources (0.31) (0.05) – – 0.19 (0.17) –
Buildings and other structures (0.41) (0.10) – (0.95) – (1.46) –

OTHER PROPERTY, PLANT AND EQUIPMENT      
Transport elements (0.02) – – (0.16) – (0.18) –
Furniture and fittings (0.12) – – (0.69) – (0.81) –
Other property, plant and equipment (0.11) – – (3.05) – (3.16) –

TOTAL IMPAIRMENT (0.97) (0.15) – (4.85) 0.19 (5.78) –

TOTAL PROPERTY FOR OWN USE 304.31 13.07 8.83 79.77 (28.26) 377.72 386.75

TOTAL OTHER PROPERTY, PLANT

 AND EQUIPMENT 113.04 (7.43) 1.71 29.05 (11.51) 124.86 144.32

TOTAL PROPERTY, PLANT  
AND EQUIPMENT AND  
INVESTMENT PROPERTY 417.35 5.64 10.54 108.82 (39.77) 502.58 531.07
Figures in million euros

The main additions in 2005 relate to the incorporation of CLINISAS to the consolidation peri-

meter.

The following table provides detailed information on the cash generating units to which the diffe-

rent goodwill items are allocated, as well as their book value and, if applicable, the impairment 

amount over the last years.

Concept Cash generating 
unit

Balance 
31.12.2003

Financial Year 2004
Balance 

31.12.2004

Financial Year 2005
Balance 

31.12.2005
Entries/ 
(cancel-
lations)

Impair-
ment in 

the period

Entries/ 
(cancel-
lations)

Impair-
ment in 

the period

Consolidation goodwill         
MAPFRE VIDA Life Insurance
 (Spain and Portugal) 212.08 0.33 – 212.41  0.08 – 212.49
MAPFRE EMPRESAS Insurance for companies 40.31 – – 40.31  – – 40.31
MAPFRE FINISTERRE Death insurance (Spain) 87.58 (87.58) – –  – – –
GRUPO CORPORATIVO  Non Life insurance  
LML (Mexico) 26.70 – (4.44) 22.26  – – 22.26
BRICKELL FINANCIAL  Travel assistance 
SERVICES (U.S.A.) 16.67 0.65 – 17.32  (0.18) – 17.14
MAPFRE AMÉRICA Non Life insurance  
 (America) 11.90 – – 11.90  10.33 – 22.23
NUOVI SERVIZI AUTO Extension of Warranty 11.16 – (0.04) 11.12  – – 11.12
MAPFRE LA SEGURIDAD Non Life insurance
 (Venezuela)  9.76 – – 9.76  – – 9.76
MAPFRE QUAVITAE Services for the Elderly –  8.19 – 8.19  – – 8.19
NOSSA CAIXA Life insurance  
 (Brazil) – – – –  79.79 – 79.79
ABRAXAS Travel assistance  
 (United Kingdom) – – – –  12.41 – 12.41
CLINISAS Medical Assistance  
 (Madrid) – – – –  11.55 – 11.55
Others - - 33.34  2.24 (2.64) 32.94  (2.96) – 29.98

Total consolidation goodwill 449.50 (76.17) (7.12) 366.21  111.02 – 477.23

Merger goodwill        
MAPFRE FINISTERRE Death insurance  
 (Spain) – 87.93 – 87.93  – – 87.93
ASEICA Medical assistance  
 (Canary Islands) 12.73 – – 12.73  – – 12.73
IMECO Medical assistance  
 (Balearic Islands) 7.20 – (2.97) 4.23  – – 4.23
Others  11.39 2.46 – 13.85  – – 13.85

Total merger goodwill  31,32 90.39 (2.97) 118.74  – – 118.74

Goodwill on portfolio acquisition       
Agencies of MAPFRE  Distribution of death 
FINISTERRE insurance in Spain 17.40 0.49 – 17.89  – (17.89) –

Total goodwill on portfolio acquisition 17.40 0.49 – 17.89  – (17.89) –

Total goodwill  498.22 14.71 (10.09) 502.84  111.02 (17.89) 595.97

Goodwill in associated undertakings        
MIDDLESEA INSURANCE Insurance (Southern  
 Europe) 1.33 – – 1.33  4.67 – 6.00
Others  3.25 (0.92) (0.06) 2.27  (0.74) – 1.53

Total goodwill in associated undertakings 
(equity method) (*)   4.58 (0.92) (0.06) 3.60  3.93 – 7.53

Intangible assets with indefinite useful life – – – –  – – –

Total intangible assets with indefinite useful life – – – –  – – –
Figures in million euros

(*)Goodwill related with acquisitions of associated undertakings is stated as a greater value of investments accounted for pursuant to the equity 
method.
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Impairment losses amount to R4.85 million and R0.34 million for financial years 2005 and 2004 

respectively, and reversions amount to R0.19 million and R0.61 million. These amounts are 

recorded under the headings “Allocation to the asset impairment provision” and “Reversion of 

the asset impairment provision” in the income statement.

Investment property

The following tables detail the movement of this heading during the last two financial years:

Financial Year 2005

Concept Opening 
balance

Adjustments 
to opening 

balance

Changes in 
perimeter

Additions 
or appro-
priations

Disposals, 
cancellations 
or reductions

Closing 
balance

Market 
value

COST
INVESTMENT PROPERTY       

Land  and natural resources 84.46 3.79 – 8.90 (6.81) 90.34 189.53
Buildings and other structures 296.67 11.02 – 39.25 (19.11) 327.83 359.04

OTHER INVESTMENT PROPERTY 1.09 – – – (1.09) – –

TOTAL COST 382.22 14.81 – 48.15 (27.01) 418.17 548.57

ACCUMULATED AMORTISATION       
INVESTMENT PROPERTY (67.84) (2.06) – (4.89) 1.96 (72.83) –

TOTAL ACCUMULATED AMORTISATION (67.84) (2.06) – (4.89) 1.96 (72.83) –

IMPAIRMENT       
INVESTMENT PROPERTY       

Land  and natural resources (0.04) (0.01) – (0.07) – (0.12) –
Buildings and other structures (0.01) – – (0.08) – (0.09) –

TOTAL IMPAIRMENT (0.05) (0.01) – (0.15) – (0.21) –

TOTAL INVESTMENT PROPERTY 314.33 12.74 – 43.11 (25.05) 345.13 548.57
Figures in million euros

 

The main addition in financial year 2005 has been a part of the Juana Manso building in Buenos 

Aires, amounting to R9.64 million, which changed from own use to tangible investment.

Financial Year 2004

Concept Opening 
balance

Adjustments 
to opening 

balance

Changes in 
perimeter

Additions 
or appro-
priations

Disposals, 
cancellations 
or reductions

Closing 
balance

Market 
value

COST
INVESTMENT PROPERTY       

Land  and natural resources 89.12 (0.09) – 0.20 (4.84) 84.46 107.06
Buildings and other structures 304.72 (10.00) – 22.92 (20.97) 296.67 425.63

OTHER INVESTMENT PROPERTY – – – 1.09 – 1.09 1.09

TOTAL COST 393.91 (10.09) – 24.21 (25.81) 382.22 533.78

ACCUMULATED AMORTISATION       
INVESTMENT PROPERTY (61.90) – – (7.41) 1.47 (67.84) –

TOTAL ACCUMULATED AMORTISATION (61.90) – – (7.41) 1.47 (67.84) –

IMPAIRMENT       
INVESTMENT PROPERTY       

Land  and natural resources (0.14) – – (0.03) 0.13 (0.04) –
Buildings and other structures (0.40) – – – 0.39 (0.01) –

TOTAL IMPAIRMENT (0.54) – – (0.03) 0.52 (0.05) –

TOTAL INVESTMENT PROPERTY 331.47 (10.09) – 16.77 (23.82) 314.33 533.78
Figures in million euros

The main cancellation in the year 2005 corresponds to part of the Juana Manso building in Bue-

nos Aires, amounting to R9.64 million, which changed from being used by the company itself to 

a tangible investment, as it was leased to third parties.

Financial Year 2004

Concept Opening 
balance

Adjustments 
to opening 

balance

Changes in 
perimeter

Additions 
or appro-
priations

Disposals, 
cancellations 
or reductions

Closing 
balance

Market 
value

COST
PROPERTY FOR OWN USE       

Land and natural resources 49.04 (1.19) 9.34 16.95 (5.29) 69.75 74.11
Buildings and other structures 184.71 (15.24) 35.49 95.77 (35.53) 265.20 294.62

OTHER PROPERTY, PLANT AND EQUIPMENT       
Transport elements 5.96 (0.08) 1.35 2.12 (1.64) 7.71 3.99
Furniture and fittings 91.19 (1.21) 5.06 19.84 (5.02) 109.86 55.10
Other property, plant and equipment 79.23 0.70 14.18 17.06 (2.88) 108.29 50.88
Advances and fixed assets in progress 0.58 (0.10) 5.49 14.01 (2.92) 17.06 17.06

TOTAL COST 411.61 (17.12) 70.91 165.75 (53.28) 577.87 495.76

ACCUMULATED AMORTISATION       
PROPERTY FOR OWN USE (23.56) 0.90 (0.86) (10.40) 4.00 (29.92) –
OTHER PROPERTY, PLANT 
AND EQUIPMENT (101.60) 1.48 (8.45) (26.69) 5.63 (129.63) –

TOTAL ACCUMULATED AMORTISATION (125.16) 2.38 (9.31) (37.09) 9.63 (159.55) –

IMPAIRMENT       
PROPERTY FOR OWN USE       

Land and natural resources – – – (0.31) – (0.31) –
Buildings and other structures (0.95) (0.07) – – 0.61 (0.41) –

OTHER PROPERTY, PLANT AND EQUIPMENT       
Transport elements (0.02) – – – – (0.02) –
Furniture and fittings (0.11) 0.01 – (0.02) – (0.12) –
Other property, plant and equipment (0.11) 0.01 – (0.01) – (0.11) –

TOTAL IMPAIRMENT (1.19) (0.05) – (0.34) 0.61 (0.97) –

TOTAL PROPERTY FOR OWN USE 210.14 (15.60) 43.97 102.01 (36.21) 304.31 368.73

TOTAL OTHER PROPERTY, PLANT

AND EQUIPMENT 75.12 0.81 17.63 26.31 (6.83) 113.04 127.03

TOTAL PROPERTY, PLANT  
AND EQUIPMENT AND  
INVESTMENT PROPERTY 285.26 (14.79) 61.60 128.32 (43.04) 417.35 495.76
Figures in million euros

The main additions in financial year 2004 arise from:

° Incorporation of MAPFRE QUAVITAE to the consolidation perimeter.

° Acquisition of the building at Paseo de Recoletos no. 29, in Madrid, amounting to R20.36 

million, where the registered office of MAPFRE CAJA SALUD is located.

The main cancellation in 2004 corresponds to the building of Manuel Cortina no. 2, in Madrid, 

amounting to R19.49 million, which changed from own use to tangible investment upon the 

change of the registered office of MAPFRE EMPRESAS.

 The fully depreciated cost of property, plant and equipment as at 31 December 2005 and 2004 

amounts to R46.90 and 44.41 million, respectively.
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As at 31 December, minimum future collections from the last years, to be received in the con-

cept of operational lease agreements not liable of cancellation, are as follows: 

Concept 2005 2004

Below one year 3.96 4.08
Over one year but below five years 5.08 4.92
More than five years 6.05 6.84

Total 15.09  15.84
Figures in million euros

Contingent payments recorded as expense in financial years 2005 and 2004 amount to R0.31 

million and R0.35 million, respectively.

6.4. FINANCIAL INVESTMENTS

As at 31 December 2005 and 2004, the breakdown of financial investments is as follows:

Concept
Book value

2005 2004

PORTFOLIO HELD TO MATURITY
Fixed income 475.52 410.16
Other investments 217.85 294.21

Total portfolio held to maturity 693.37 704.37

PORTFOLIO AVAILABLE FOR SALE  
Equities 439.53 408.17
Fixed income 16,124.01 14,281.18
Investment funds 840.52 739.09
Others 105.25 244.68

Total portfolio available for sale 17,509.31 15,673.12

TRADING PORTFOLIO  
Derivatives (non hedging):  

Swaps 7.17 –
Others derivatives – 0.23

Equities 8.97 2.13
Fixed income 1,251.26 1,056.07
Investment funds 64.77 55.50
Others 50.99 94.83

Total trading portfolio 1,383.16 1,208.76
Figures in million euros

Portfolio held to maturity

A breakdown is given below of investments earmarked to the portfolio held to maturity, as at 31 

December 2005 and 2004.

Concept
Book value 

(amortised cost)
 

Fair value
Revenues from 

interests
Impairment

Recorded loss         Gains on reversal

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Fixed income 475.52 410.16 478.00 414.25 38.16 30.39 – – – –
Other investments 217.85 294.21 216.71 294.21 6.75 6.99 – – – –

Total 693.37 704.37 694.71 708.46 44.91 37.38 – – – –
Figures in million euros

The main addition in financial year 2004 was the Manuel Cortina no. 2 building in Madrid, 

amounting to R19.49 million, which changed from own use to tangible investment.

The market value of investment property corresponds with the appraisal value determined by 

the Directorate General for Insurance and Pension Funds or by the authorised independent 

appraisal entity.

Lease revenues and expenses deriving from investment property in financial years 2005 and 

2004 are detailed in the following table.

Concept

Investments of:

Operations Equity Total

2005 2004 2005 2004 2005 2004

Revenues from investment property       
From rentals 34.16 33.43 4.44 4.49 38.60 37.92
Gains on disposals 6.34 4.78 0.07 – 6.41 4.78

Gains on disposals 40.50 38.21 4.51 4.49 45.01 42.70

Expenses from investment property      
Direct operating expenses 17.23 17.47 2.14 2.30 19.37 19.77
Losses on disposals – – – 0.01 – 0.01

Total expenses from investment property 17.23 17.47 2.14 2.31 19.37 19.78
Figures in million euros

The impairment loss in the year is recorded under “Allocation to the asset impairment pro-

vision” and the reversion under “Reversion of the asset impairment provision” in the income 

statement.

6.3. LEASES

The Group has the following elements subject to operational lease agreements:  

Type of asset
 

Net book value
Maximum duration of 
agreements (years)

 
Years elapsed 

2005 2004 2005 2004 2005 2004

Investment property 345.13 314.33 25 25 10 9
Figures in million euros

As at 31 December, minimum future collections from the last two years, to be received in the 

concept of operational lease agreements not liable of cancellation, are as follows:

Concept 2005 2004

Below one year 22.70 22.67
Over one year but below five years 48.88 43.94
More than five years 7.02 17.73

Total 78.60 84.34
Figures in million euros

The Group is a lessee pursuant to operational leases of buildings and other tangible assets.

These leases have a maximum duration of 15 years, without renewal clauses provided for in 

the agreements.  There is no restriction whatsoever for the lessee with respect to entering into 

these leases.
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The following tables show, for financial years 2005 and 2004, the maturities, average interest 

rate and modified duration of the different financial investment portfolios:

31 December 2005

Concept

Maturity: Average 
interest 

rate
%

Modified 
duration

%

Closing 
balance

1 year 2 years 3 years 4 years 5 years Beyond or 
without 

maturity

PORTFOLIO HELD TO MATURITY         
Fixed income 475.52 113.44 22.19 15.52 24.78 11.03 288.56 5.27 4.70
Other investments 217.85 194.67 7.38 10.28 3.73 0.30 1.49 3.00 –

Total portfolio held to maturity 693.37 308.11 29.57 25.80 28.51 11.33 290.05 – –

PORTFOLIO AVAILABLE FOR SALE        
Fixed income 16,124.01 873.08 853.71 750.52 1,152.94 1,041.10 11,452.66 3.20 7.47
Other investments 105.25 91.79 6.79 0.19 0.01 4.48 1.99 18.44 –

Total portfolio available 

for sale 16,229.26 964.87 860.50 750.71 1,152.95 1,045.58 11,454.65 – –

TRADING PORTFOLIO         
Swaps 7.17 – – – – – 7.17 – –
Fixed income 1,251.26 1,083.04 26.04 45.73 27.04 18.53 50.88 10.26 2.25
Others 50.99 25.20 21.71 0.10 0.10 3.18 0.70 9.25 –

Total trading portfolio 1,309.42 1,108.24 47.75 45.83 27.14 21.71 58.75 – –
Figures in million euros

31 December 2004

Concept

Maturity: Average 
interest 

rate
%

Modified 
duration

%

Closing 
balance

1 year 2 years 3 years 4 years 5 years Beyond or 
without 

maturity

PORTFOLIO HELD TO MATURITY         
Fixed income 410.16 98.38 37.39 11.25 11.66 16.69 234.79 6.06 6.69
Other investments 294.21 271.48 6.71 5.09 7.75 3.02 0.16 0.38 –

Total portfolio held to maturity 704.37 369.86 44.10 16.34 19.41 19.71 234.95 – –

PORTFOLIO AVAILABLE FOR SALE        
Fixed income 14,281.18 877.32 471.97 615.57 640.33 1,135.15 10,540.84 3.88 7.49
Other investments 244.68 237.46 0.81 0.23 – 1.40 4.78 2.34 –

Total portfolio available 

for sale 14,525.86 1,114.78 472.78 615.80 640.33 1,136.55 10,545.62 – –

TRADING PORTFOLIO         
Swaps 0.23 – – – – – 0.23 – –
Fixed income  1,056.07 980.64  34.81 16.79 9.57 8.81 5.45 7.53 2.72
Others  94.83 34.49 21.84 17.35 1.59 0.33 19.23 4.81 –

Total trading portfolio  1,151.13 1,015.13 56.65 34.14 11.16 9.14 24.91 – –
Figures in million euros

The modified duration is a reflection of the sensitivity of the value of the assets to interest rate 

movements, and represents the percentage variation in the fair value of the financial assets per 

each percentage point of variation in interest rates. For its calculation, the percentage variation 

of each financial asset is weighted against its market value.

 

Portfolio available for sale

A breakdown is given below of investments earmarked to the portfolio available for sale, as at 

31 December 2005 and 2004.

Concept
Book value 
(fair value)

Impairment

Recorded loss Gains on reversal

2005 2004 2005 2004 2005 2004

Equities 439.53 408.17 (0.03) – 0.01 –
Fixed income 16,124.01 14,281.18 – – 0.04 –
Investment funds 840.52 739.09 – – – –
Others 105.25 244.68 – – – 0.19

Total 17,509.31 15,673.12 (0.03) – 0.05 0.19
Figures in million euros

Valuation adjustments in the portfolio investments amount to R,870.42 million and R1,678.50 

million as at 31 December 2005 and 2004, respectively, which have been recorded in equity net 

of the tax effect.

Transfers to the income statement of valuation adjustments of portfolio investments in previous 

financial years, carried out during years 2005 and 2004, amount to R70.13 million and R38.04 

million, both net, respectively.

Trading portfolio

Capital gains and losses of the trading portfolio are recorded in the income statement. The rele-

vant information is included in Note 6.16 “Revenues and expenses from investments”.

The fixed income investments of the trading portfolio include R542.21 million and R624.11 

million as at 31 December 2005 and 2004, respectively, corresponding to monetary assets and 

government debt sold temporarily, with a non optional repurchase agreement.

Interest rate risk

The following table details the significant information of the last two financial years in relation 

to the interest rate risk of financial assets:

Portfolio

Amount of asset with exposure to interest rate risk in:

Fair value  
(fixed interest rate)

Cash flow  (Variable 
interest rate)

Not exposed  
to risk Total 

2005 2004 2005 2004 2005 2004 2005 2004

Held to maturity 604.75 683.14 – 0.02 88.62 21.21 693.37 704.37
Available for sale 15,806.39 14,240.31 484.17 178.57 1,218.75 1,254.24 17,509.31 15,673.12
Trading 1,295.38 1,134.94 9.18 3.57 78.60 70.25 1,383.16 1,208.76

Total 17,706.52 16,058.39 493.35 182.16 1,385.97 1,345.70 19,585.84 17,586.25
Figures in million euros
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6.6. INVESTMENTS ON ACCOUNT OF LIFE POLICYHOLDERS  
BEARING THE INVESTMENT RISK

The following table shows the composition of the heading of investments on account of life poli-

cyholders bearing the investment risk as at 31 December 2005 and 2004:

Concept
 

Book value
Results

Realised Unrealised

2005 2004 2005 2004 2005 2004

Investment fund units 299.70 361.14 37.35 18.09 (11.71) 0.21

Total 299.70 361.14 37.35 18.09 (11.71) 0.21
Figures in million euros

 

6.7. INVENTORIES

The following tables detail the movements of the heading of inventories in the last two financial 

years:

Financial Year 2005

Concepts Opening balance Adjustments to 
opening balance

Adjustments to 
opening balance Additions Cancella-

tions
Closing 
balance

Land 47.11 – – 222.12 (0.26) 268.97
Finished buildings 1.51 – – 0.06 (0.31) 1.26
Developments and works in progress 12.96 – – 55.26 (30.21) 38.01
Ancillary material 0.78 – – 0.20 – 0.98

Total 62.36 – – 277.64 (30.78) 309.22
Figures in million euros

Additions correspond to purchases of land and developments made by MAPFRE INMUEBLES in 

the fulfilment of its activity.

Financial Year 2004

Concepts Opening balance Adjustments to 
opening balance

Adjustments to 
opening balance Additions Cancella-

tions
Closing 
balance

Land 57.22 – –  2.49 (12.60) 47.11
Finished buildings 1.70 – – 21.37 (21.56) 1.51
Developments and works in progress 12.53 – – 32.11 (31.68) 12.96
Ancillary material – – 0.78 – – 0.78

Total 71.45 – 0.78 55.97 (65.84) 62.36
Figures in million euros

 

Credit risk

The following table provides significant information of the last two financial years in relation to 

the credit risk of fixed income securities:

Credit rating of issuers

Book value

Portfolio held to maturity Portfolio available for sale Trading portfolio

2005 2004 2005 2004 2005 2004

AAA 362.38 340.36 5,730.39 5,631.13 1,125.58 1,033.20
AA 44.73 15.41 8,343.08 6,718.25 47.30 17.21
A 12.84 13.84 1,669.03 1,579.93 47.74 2.61
BBB 18.35 13.98 62.72 93.12 16.27 2.00
BB or lower 28.00 25.82 250.60 114.60 14.37 1.05
Without credit rating 9.22 0.75 68.19 144.15 – –

Total 475.52 410.16 16,124.01 14,281.18 1,251.26 1,056.07
Figures in million euros

Currency risk

The following table shows a breakdown of financial investments according to the currencies in 

which they are denominated at the closing of the last two financial years.

Currency

Book value

Portfolio held to maturity Portfolio available for sale Trading portfolio Total

2005 2004 2005 2004 2005 2004 2005 2004

Euro 134.90 239.23 16,593.61 14,979.13 952.98 943.25 17,681.49 16,161.61
US Dollar 380.27 293.76 620.38 468.92 34.92 21.65 1,035.57 784.33
Mexican Peso 66.67 80.92 4.71 4.55 150.57 116.77 221.95 202.24
Brazilian Real 66.89 59.63 16.96 11.28 136.84 51.91 220.69 122.82
Chilean Peso 9.08 6.16 91.10 81.10 13.05 11.23 113.23 98.49
Venezuelan Bolivar 2.59 – 98.45 72.03 – – 101.04 72.03
Argentinean Peso – 0.01 – – 80.42 61.50 80.42 61.51
Colombian Peso 23.01 19.51 7.77 5.13 6.49 0.61 37.27 25.25
Pound Sterling 2.07 0.50 29.66 23.44 4.18 0.73 35.91 24.67
Canadian Dollar – 0.49 20.72 15.37 – – 20.72 15.86
Other currencies 7.89 4.16 25.95 12.17 3.71 1.11 37.55 17.44

Total 693.37 704.37 17,509.31 15,673.12 1,383.16 1,208.76 19,585.84 17,586.25
Figures in million euros

 

6.5. HEDGE TRANSACTIONS

The following table details the hedge transactions in force at the closing of the last two financial 

years.

Derivatives for fair value hedge

Concept
 

Book value (fair value)
Capital gains (losses) allocated to results

Realised Unrealised

2005 2004 2005 2004 2005 2004

Swaps 19.15 24.70 3.11 5.27 (2.72) 5.60

Total 19.15 24.70 3.11 5.27 (2.72) 5.60
Figures in million euros

The risk covered is the interest rate in the fair value of the issue of debentures that is described 

in Note 6.11.
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Likewise, throughout 2005 and 2004, disposals have been made of investments in associated 

undertakings, amounting to R8.42 million and R1.71 million, respectively, from the sale of two 

tranches of the shareholding in PROGRESS ASSICURAZIONI S.P.A.

There are no significant monetary transactions related to investment and funding activities 

excluded from the cash flow statements.

6.10. EQUITY

Share capital

Share capital is recorded for the nominal value of shares being fully paid-up or the payment of 

which has been called.

The controlling Company’s share capital as at 31 December 2005 is represented by 238,900,706 

ordinary shares, with a nominal value of R0.5 each, fully subscribed and paid-up.  All the shares 

confer the same political and economic rights.

On 15 April 2004, a capital increase was carried out by issuing 57,336,170 new ordinary registered 

shares with a nominal value of R0.5 each, which were fully subscribed and paid-up.  These sha-

res were issued at a rate of 1.746%, namely, a price of R8.73 each, of which R0.5 corresponded 

to their nominal value and the remaining R8.23 were allocated to the legal reserve until reaching 

20% of the share capital, and the remainder to voluntary reserves.  The said capital increase 

generated expenses amounting to R8.69 million, which amount has been deducted from equity, 

net of the tax effect, by R5.65 million, in the account “Valuation adjustment reserves”.

MAPFRE MUTUALIDAD holds a 55.77% interest in the company’s capital as at 31 December 

2004 and 54.90% as at 31 December 2005.

All the shares representing the controlling Company’s capital are listed on the Madrid and Bar-

celona Stock Exchanges.

Valuation adjustment reserves

It includes the equity reserves arising from fair value adjustments of the different assets and 

liabilities that, pursuant to IFRS, must be directly recorded in the equity accounts, as well as all 

IFRS valuation adjustments on the date of transition, and the above mentioned capital increase 

expenses.

Restrictions on the availability of reserves

°  The “Reserves” item includes the legal reserve, amounting to R23.89 million as at 31 Decem-

ber 2005 and 2004, which may not be distributed among shareholders, except in the event of 

winding-up of the controlling Company, and may be used only to offset eventual losses.

°  The same item also includes balances from the controlled companies MAPFRE SEGUROS 

GENERALES, MAPFRE GUANARTEME and MAPFRE EMPRESAS in the concept of Restate-

ment Reserve Royal-Decree Act 7/1996, amounting to R7.85 million, R2.84 million and R1.51 

million, respectively. The balance of this reserve corresponds to updating carried out under 

the mentioned Royal-Decree. Upon expiry of the periods established by the said Spanish 

regulations for checking balances, they may be used to offset losses or to increase the share 

capital.  After ten years, the said balances may be allocated to freely available reserves.

°  In addition, the “Reserves” item includes the reserve on redenomination of the share capital 

to Euros amounting to R0.5 million, pursuant to the provisions of article 28 of Act 46/1998.

6.8. CREDITS AND RECEIVABLES

The following table shows the composition of credits and receivables as at 31 December 2005 

and 2004; also, it shows the impairment losses and gains on reversal of impairment recorded 

in financial years 2005 and 2004:

Concept
 

Gross amount
Impairment 

provision
Net balance in 

the balance sheet
Impairment

Recorded losses         Gains on reversal

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Receivables on direct insurance 
and coinsurance 
transactions 1,174.50 948.54 (0.79) (1.72) 1,173.71 946.82 – – 0.93 0.02
Receivables on reinsurance
transactions 288.48 187.12 (7.16) (1.34) 281.32 185.78 (5.82) (0.01) – 0.12
Tax credits 82.05 53.14 – – 82.05 53.14 – – – –
Tax credits 146.78 119.84 (0.65) (2.92) 146.13 116.92 – – 2.27 –

Total 1,691.81 1,308.64 (8.60) (5.98) 1,683.21 1,302.66 (5.82) (0.01) 3.20 0.14
Figures in million euros

The balances included under credits and receivables do not accrue interest and, generally, sett-

lement is made in the following year.

6.9 CASH AND BANKS

During financial years 2005 and 2004, expenditure has been made in investments in Group com-

panies, the most significant one being the acquisition in August 2005 by MAPFRE VERA CRUZ 

SEGURADORA of 51% in the shares with voting rights of NOSSA CAIXA SEGUROS E PREVIDÊN-

CIA, an unlisted company located in Brazil and specialising in Life Insurance.

The fair values of the identifiable assets and liabilities of NOSSA CAIXA SEGUROS E PREVIDÊN-

CIA on the date of acquisition were as follows:

Concept 100% 51%

ASSETS
Intangible assets 0.06 0.03
Property, plant and equipment 0.05 0.03
Investments 19.28 9.83
Credits 0.03 0.02

TOTAL ASSETS 19.42 9.91

LIABILITIES  
Technical provisions 14.66 7.48
Debts 0.34 0.17

TOTAL LIABILITIES 15.00 7.65

Fair value of net assets 4.42 2.26
Goodwill  79.79

Total cost  82.05
Figures in million euros

The total acquisition cost includes costs directly attributable to the purchase amounting to R0.53 

million in the concept of fees paid to independent professionals, lawyers and financial advisers.  

The mentioned investment was self-funded. 
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A breakdown of financial liabilities with exposure to interest rate risk is given below:

Concept

Amount of liability exposed to the interest rate risk in:

Fair value (Fixed 
interest rate)

Cash flow (Variable 
interest rate)

 
Non exposed to risk

 
Total

2005 2004 2005 2004 2005 2004 2005 2004

Issuance of debentures and other 
negotiable securities 313.58 315.95 – – – – 313.58 315.95
Due to credit institutions  2.10 9.66 184.63 64.94 14.83 9.66 201.56 84.26
Other financial liabilities 619.86 743.19 6.44 3.81 2.46 0.04 628.76 747.04

Total 935.54 1,068.80 191.07 68.75 17.29 9.70 1,143.90 1,147.25
Figures in million euros

Issuance of debentures and other negotiable securities

As at 31 December 2005 and 2004, the balance of this account includes the nominal amount 

of debentures issued by the controlling Company, their most significant terms and conditions 

being as follows:

Nature of the issue: simple debentures represented by book entries.
Total amount: R275 million
No. of securities: 2,750
Nominal per security: R100,000
Issuance date: 12 July 2001
Term:  10 years
Maturity: 12 July 2011
Repayment: In a lump sum at maturity, at par, free of expenses for holders.
Listing: Mercado AIAF de Renta Fija
Coupon: 6.02% per annum, payable on the anniversaries of the issuance date until the final maturity date 
inclusive.
Rating of issue: AA- (Standard & Poor’s).

On 28 February 2002, an interest rate swap was agreed on the total amount of the issue, restruc-

tured on 23 June 2003, whereby the controlling Company receives on an annual basis an amount 

equivalent to 6.02% up to the final maturity of the issue, and undertakes to pay the 6 month Euribor 

plus 1.62%, with the maximum limit of 6.02% per annum.  This swap is accounted for at fair value 

under “Other Investments”.

Due to credit institutions

The amounts due to credit institutions as at 31 December 2005 and 2004 break down as 

follows:

Type of debt
Amount Average interest rate Security given

2005 2004 2005 2004 2005 2004

Financial leases 3.23 3.09 5.80% 5.80% – –
Credit facilities 121.42 69.66 2.56% 5.15% – –
Loans 76.86 8.54 2.54% 3.00% 33.44 7.35
Others 0.05 2.97 – – – –

Total 201.56 84.26 – – 33.44 7.35
Figures in million euros

6.11. FINANCIAL LIABILITIES

The detail in the last two financial years of financial liabilities grouped by maturity is as 

follows:

Financial Year 2005

Concept
Maturing on: Closing 

balance2006 2007 2008 2009 2010 Beyond

Issuance of debentures and other 
negotiable securities 16.27 15.70 15.14 14.58 14.04 237.85 313.58
Due to credit institutions 154.97 2.22 42.79 0.18 0.18 1.22 201.56
Other financial liabilities 102.66 123.29 213.72 189.09 – – 628.76

Total 273.90 141.21 271.65 203.85 14.22 239.07 1,143.90
Figures in million euros

Financial Year 2004

Concept
Maturing on: Closing 

balance2005 2006 2007 2008 2009 Beyond

Issuance of debentures and other 
negotiable securities 16.31 15.79 15.23 14.66 14.07 239.89 315.95
Due to credit institutions 80.00 2.32 0.59 0.14 0.14 1.07 84.26
Other financial liabilities 161.58 59.36 123.29 213.72 189.09 – 747.04

Total 257.89 77.47 139.11 228.52 203.30 240.96 1,147.25
Figures in million euros

A breakdown is given below of financial liabilities according to the currency in which they are 

instrumented:

Currency
Financial Year

2005 2004

Euro 1,083.46 1,091.69
US Dollar 42.33 37.83
Brazilian Real 1.19 2.42
Chilean Peso 4.24 3.61
Colombian Peso 0.03 0.03
Pound Sterling 12.65 11.66
Other currencies – 0.01

Total 1,143.90 1,147.25
Figures in million euros

 

The following table provides details on the fair value of financial liabilities:

Concept
Book value Fair value

2005 2004 2005 2004

Issuance of debentures and other negotiable  
securities 313.58 315.95 313.58 315.95
Due to credit institutions 201.56 84.26 201.56 84.26
Other financial liabilities 628.76 747.04 628.76 747.04

Total 1,143.90 1,147.25 1,143.90 1,147.25
Figures in million euros
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2. Variation in technical provisions

2.1. PROVISIONS FOR UNEARNED PREMIUMS, FOR RISKS IN PROGRESS, FOR CLAIMS,  

FOR PROFIT SHARING, AND OTHER TECHNICAL PROVISIONS

A) Direct Insurance and accepted Reinsurance

Financial Year 2005

Concept Opening 
balance

Adjustments to 
opening balance

Changes in 
perimeter Additions Cancellations Closing 

balance

Provision for unearned premiums-Life 129.88 – – 101.66 (129.88) 101.66
Provision for risks in progress-Life 0.48 – – 10.91 (0.48) 10.91
Provision for profit sharing 1.29 – – 0.49 – 1.78
Provision for unearned premiums-Non Life 1,447.97 32.44 – 2,070.45 (1,721.16) 1,829.70
Provisions for risks in progress-Non Life 355.97 5.85 – 106.26 (13.14) 454.94
Provision for claims 2,239.76 88.10 – 2,318.62 (1,573.62) 3.072.86
Other technical provisions 242.19 9.69 3.59 160.76 (125.00) 291.23

TOTAL 4,417.54 136.08 3.59 4,769.15 (3,563.28) 5,763.08
Figures in million euros

Financial Year 2004

Concept Opening 
balance

Adjustments to 
opening balance

Changes in 
perimeter Additions Cancellations Closing 

balance

Provision for unearned premiums-Life 105.37 – – 129.88 (105.37) 129.88
Provision for risks in progress-Life 0.43 – – 0.48 (0.43) 0.48
Provision for profit sharing 1.29 – – – – 1.29
Provision for unearned premiums-Non Life 1,392.29 (15.39) – 1,420.24 (1,349.17) 1,447.97
Provisions for risks in progress-Non Life 189.82 (10.89) – 191.10 (14.06) 355.97
Provision for claims 1,933.22 (16.26) – 2,198.52 (1,875.78) 2,239.76
Other technical provisions 215.69 (0.01) – 128.54 (102.03) 242.19

TOTAL 3,838.11 (42.55) – 4,068.82 (3,446.84) 4,417.54
Figures in million euros

 

B) Ceded and retroceded reinsurance

Financial Year 2005

Concept Opening 
balance

Adjustments to 
opening balance

Changes in 
perimeter Additions Cancellations Closing 

balance

Provision for unearned premiums-Life 11.54 6.45 – 194.13 (179.07) 33.05
Provision for unearned premiums-Non Life 475.30 19.07 – 1,347.49 (1,224.97) 616.89
Provision for claims 654.69 27.61 – 558.48 (249.07) 991.71

TOTAL 1,141.53 53.13 – 2,100.10 (1,653.11) 1,641.65
Figures in million euros

Other financial liabilities

“Other financial liabilities” include R541.75 million and R622.95 million as at 31 December 2005 

and 2004, respectively, corresponding to temporary assignment of assets with non optional 

repurchase agreement.

Furthermore, “Other financial liabilities” includes the amount of other payment obligations of a 

financial nature, not included in other items.

6.12. TECHNICAL PROVISIONS

1. Detail of the technical provisions balance

The following table shows the composition of the balance of each one of the technical provisions 

recorded in the balance sheet in the last two financial years.

Concept
 

Direct insurance
 

Accepted reinsurance
Ceded and retroceded 

reinsurance

2005 2004 2005 2004 2005 2004

Provisions for unearned premiums  
and for risks in progress Non Life
Provision for unearned premiums 1,306.31 1,037.58 523.39 410.39 616.89 475.30
Provision for risks in progress 454.65 355.68 0.29 0.29 – –

Provisions for Life insurance
Provisions for Life insurance 
and for risks in progress

Provision for unearned premiums 41.81 83.48 59.85 46.40 33.05 11.54
Provision for risks in progress 10.91 0.48 – – – –

Mathematical reserves 14,303.30 12,991.25 61.14 53.91 0.60 23.58
Provisions for profit sharing 1.78 1.29 – – – –

Provisions for claims      
Pending settlement or payment 1,840.65 1,444.54 647.12 350.90 863.80 575.85
Claim events occurred but unreported (IBNR) 551.86 421.91 9.04 2.90 127.84 76.95
For claim settlement internal expenses 23.72 19.30 0.47 0.21 0.07 1.89

Other technical provisions      
Death 255.40 206.73 9.49 – – –
Others 26.34 35.46 – – – –

Total 18,816.73 16,597.70 1,310.79 865.00 1,642.25 1,165.11
Figures in million euros
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3. Other information

3.1.  TECHNICAL PROVISIONS RELATING TO LIFE INSURANCE WHEN POLICYHOLDERS 

BEAR THE INVESTMENT RISK

Concept
Direct insurance and accepted 

reinsurance

2005 2004

Provision at beginning of year 361.14 446.10
Adjustments to opening balance – –
Incorporation to perimeter (balance of provision on incorporation date) – –
Premiums 21.67 21.79
Payment of claims (106.80) (123.21)
Gain in the valuation of assets 23.69 16.46
Loss in the valuation of assets – –
Recognised losses from provision adequacy test   – –
Others – –
Exit from perimeter (balance of provision on exit date) – –

Provision at year end 299.70 361.14
Figures in million euros

3.2.  PROVISION FOR RISKS IN PROGRESS

The allocation of the provision for risks in progress has been effected by the Group’s insurance 

companies according to the principles stated in Note 5.15.

3.3.  INFORMATION ON LIFE INSURANCE

The allocation of an additional provision to life insurance, due to inadequate returns, has not 

been necessary.

The following table shows the characteristics of the main types of Life Insurance policies mar-

keted by Group companies in 2004 and 2005:

Type Tables Technical interest rate

Individual contracts, with regular GKM 80/95
premium, and with or without profit sharing. GKM-95 5.00%-5.57%
 GRM/F-95
Individual contracts, with single premium, and  GKM-95 2.70%-4.78%
without profit sharing. GRM/F-95
Collective contracts, with regular premium, with GKM-95 3.19%
profit sharing. 
Collective contracts, with single premium,  PERM/F 2000
without profit sharing. GKM-95 3.45%-5.92%
 GRM/F-95

 

Financial Year 2004

Concept Opening 
balance

Adjustments to 
opening balance

Changes in 
perimeter Additions Cancellations Closing 

balance

Provision for unearned premiums-Life 10.25 (0.54) – 9.43 (7.60) 11.54
Provision for unearned premiums-Non Life 481.72 (3.14) – 542.73 (546.01) 475.30
Provision for claims 612.91 (3.33) – 316.46 (271.35) 654.69

TOTAL 1,104.88 (7.01) – 868.62 (824.96) 1,141.53
Figures in million euros

2.2.  MATHEMATICAL RESERVES

Concept
Direct insurance and accepted 

reinsurance
Ceded and retroceded 

reinsurance

2005 2004 2005 2004

Mathematical reserve at beginning of year 13,045.16 11,843.85 23.58 20.83
Adjustments to opening balance 12.84 1.22 0.18 1.12
Incorporation to perimeter (balance of reserve on incorporation date) 11.07 – – –
Premiums 1,319.28 1,679.44 0.86 42.44
Technical interests 890.78 456.55 0.03 2.05
Attribution of profit sharing 11.43 9.15 – –
Payments/collections of claims (1,388.33) (1,531.46) (23.04) (38.17)
Provision adequacy test   6.27 1.76 – –
Tacit accounting adjustments 462.76 589.00 – –
Others (6.82) (4.35) (1.01) (4.69)
Exit from perimeter (balance of reserve on exit date) – – – –

Mathematical reserve at year end 14,364.44 13,045.16 0.60 23.58
Figures in million euros

 

2.3.  DEATH PROVISION

Concept
Direct insurance and accepted 

reinsurance

2005 2004

Provision at beginning of year 206.73 180.36
Adjustments to opening balanceal 9.49 –
Incorporation to perimeter (balance of provision on incorporation date) – –
Premiums 118.18 113.56
Technical interests 10.00 9.70
Payment of claims (90.32) (86.91)
Provision adequacy test  – (6.79)
Others 10.81 (3.19)
Exit from perimeter (balance of provision on exit date) – –

Provision at year end 264.89 206.73
Figures in million euros
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6.13. PROVISIONS FOR RISKS AND EXPENSES

The following tables detail the movements of the provisions for risks and expenses in the last 

two financial years.

Financial Year 2005

Concept Opening 
balance

Adjustments 
to opening 

balance

Appropriations Cancellations
Closing 
balanceAllocated 

provisions

Increased 
value on 
discount

Applied 
provisions

Reverted 
provisions

Provision for taxes 28.94 – 23.74 – (4.15) (2.74) 45.79
Provision for payment of 
liquidation treaties 2.62 – 1.43 – (0.50) – 3.55
Provisions for restructuringn 11.81 – 1.10 – (2.76) – 10.15
Other provisions on staff  
related commitments 21.41 (0.10) 8.91 – (17.02) (0.04) 13.16
Other provisions  44.53 – 19.75 – (29.21) – 35.07

Total 109.31 (0.10) 54.93 – (53.64) (2.78) 107.72
Figures in million euros

Financial Year 2004

Concept Opening 
balance

Adjustments 
to opening 

balance

Appropriations Cancellations
Closing 
balanceAllocated 

provisions

Increased 
value on 
discount

Applied 
provisions

Reverted 
provisions

Provision for taxes 28.71 (0.42) 7.05 0.53 (6.93) – 28.94
Provision for payment of 
liquidation treaties 2.74 – 0.42 – (0.54) – 2.62
Provisions for restructuring 8.92 – 6.58 – (3.69) – 11.81
Other provisions on staff  
related commitments 20.74 (0.02) 4.22 0.18 (3.68) (0.03) 21.41
Other provisions 45.38 – 18.91 0.01 (17.62) (2.15) 44.53

Total 106.49 (0.44) 37.18 0.72 (32.46) (2.18) 109.31
Figures in million euros

The provisions for risks and expenses include the estimated amounts of tax debts, payments on 

liquidation treaties, reversion fund, restructuring, staff incentives, and others deriving from the 

activities of the companies forming the Group, the settlement of which will take place over the 

coming years.  The estimation of the allocated amount or of the timeframe when the provision 

will be liquidated is affected by uncertainties on the resolution of filed appeals and the evolution 

of other parameters.  The preparation of assumptions on future events in order to determine the 

value of the provision has not been necessary.

6.14. DEPOSITS RECEIVED ON CEDED AND RETROCEDED REINSURANCE

Deposits on ceded and retroceded reinsurance represent guarantees given to reinsurers depen-

ding upon the reinsurance coverage contracts entered into according to usual business practi-

ces. The said deposits accrue interest to be paid and the average rollover period is quarterly, in 

general. Liquidation of the said interest is made quarterly.

3.4.  EVOLUTION OF CLAIMS

The following table shows the evolution of claims for Non Life direct insurance from the year of 

occurrence until the closing of financial years 2005 and 2004.

Financial Year 2005 Financial Year 2004

Year of 
occurrence Concept

Cost recorded 
in year of 

occurrence

Cost 
incurred 

as at  
31.12.2005

Cost 
incurred 
as at 

Concept

Cost 
recorded 
in year of 

occurrence

Cost 
incurred 

as at  
31.12.2004

1999      1998  
and before Outstanding provision 848.25 206.18 y anteriores Outstanding provision 602.48 123.45
 Accumulated payments 1,274.84 1,838.49  Accumulated payments 728.82 1,155.80

 Total cost 2,123.09 2,044.67  Total cost 1,331.30 1,279.25

2000 Outstanding provision 485.78 54.04 1999 Outstanding provision 382.17 77.86
 Accumulated payments 659.43 1,025.90  Accumulated payments 518.24 772.40

 Total cost 1,145.21 1,079.94  Total cost 900.41 850.26

2001 Outstanding provision 573.72 100.60 2000 Outstanding provision 480.53 62.19
 Accumulated payments 905.38 1,330.61  Accumulated payments 637.18 976.41

 Total cost 1,479.10 1,431.21  Total cost 1,117.71 1,038.60

2002 Outstanding provision 660.25 143.27 2001 Outstanding provision 574.06 115.47
 Accumulated payments 992.44 1,459.00  Accumulated payments 877.64 1,283.78

 Total cost 1,652.69 1,602.27  Total cost 1,451.70 1,399.25

2003 Outstanding provision 846.06 212.47 2002 Outstanding provision 662.42 175.99
 Accumulated payments 1,118.24 1,715.32  Accumulated payments 963.36 1,411.13

 Total cost 1,964.30 1,927.79  Total cost 1,625.78 1,587.12

2004 Outstanding provision 901.86 411.45 2003 Outstanding provision 817.75 321.77
 Accumulated payments 1,275.63 1,737.37  Accumulated payments 1,085.35 1,559.05

 Total cost 2,177.49 2,148.82  Total cost 1,903.10 1,880.82

2005 Outstanding provision 1,165.40 1,165.40 2004 Outstanding provision 907.89 907.89
 Accumulated payments 1,555.63 1,555.63  Accumulated payments 1,280.11 1,280.11

 Total cost 2,721.03 2,721.03  Total cost 2,188.00 2,188.00
Figures in million euros

The percentage subject to allocation to ceded reinsurance of the claims shown in the preceding 

table amounts overall to 19.65% and 22.98% in financial years 2005 and 2004, respectively.

Details on the evolution of claims per year of occurrence in accepted reinsurance are not pro-

vided because, generally, ceding companies follow accounting methods different from the year 

of occurrence.  Nevertheless, during the present financial year, MAPFRE RE has ordered a 

study on the adequacy of the technical provisions established at the end of year 2004.  The said 

study has been carried out by an independent and prestigious expert firm and has revealed the 

adequacy of such provisions.
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EXPENSES FROM INVESTMENTS

Concept

Expenses from investments:  
TotalOperations Equity

2005 2004 2005 2004 2005 2004

FINANCIAL EXPENSES      
Investment property 17.23 17.47 2.14 2.30 19.37 19.77
Expenses from the portfolios and associated liabilities 206.67 226.81 9.26 4.99 215.93 231.80
Other financial expenses 28.13 40.96 6.37 6.74 34.50 47.70

Total expenses 252.03 285.24 17.77 14.03 269.80 299.27

REALISED AND UNREALISED LOSSES      
Net realised losses  9.13 7.52 4.52 0.78 13.65 8.30
Net unrealised losses 5.51 3.68 – 0.32 5.51 4.00

Total losses 14.64 11.20 4.52 1.10 19.16 12.30

Total expenses from investments 266.67 296.44 22.29 15.13 288.96 311.57
Figures in million euros

6.17. OPERATING EXPENSES

A breakdown is given below of net operating expenses by activity segments in financial years 

2005 and 2004:

Concept

Direct insurance  
Reinsurance

Other 
activities

Consolidation 
adjustments

 
TotalLife No Life

2005 2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 2004

Acquisition expenses 104.01 107.67 731.56 606.76 350.54 274.16 – – (132.97) (139.14) 1,053.14 849.45
Administration expenses 27.76 25.53 250.97 215.42 26.78 33.99 – – (20.80) (2.92) 284.71 272.02
Commissions and participation 
of ceded and retroceded 
reinsurance (4.35) (25.37) (186.37) (192.93) (93.04) (81.43) – – 132.97 138.04 (150.79) (161.69)
Operating expenses from 
other activities – – – – – – 128.71 76.07 – 0.33 128.71 76.40

Total 127.42 107.83 796.16 629.25 284.28 226.72 128.71 76.07 (20.80) (3.69) 1,315.77 1,036.18
Figures in million euros

 

A detail of staff expenses and amortisation allowance expenses for the last two financial years 

is shown below.

Concept
Amount

2005 2004

Staff expenses 454.59 392.10
Allowances to amortisation 54.49 57.77

Total 509.08 449.87
Figures in million euros

6.15. DEBTS

The balances included in the heading of debt on direct insurance transactions and coinsurance, 

on reinsurance transactions, tax debt and other debts do not accrue any interest to be paid and, 

generally, their liquidation is carried out in the following financial year.

6.16. REVENUES AND EXPENSES FROM INVESTMENTS

The detail of revenues and expenses from investments for financial years 2005 and 2004 is 

shown below:

REVENUES FROM INVESTMENTS

Concept

Revenues from investments:  
TotalOperations Equity

2005 2004 2005 2004 2005 2004

REVENUES FROM INTEREST, DIVIDENDS AND SIMILAR      
Investment property 34.16 33.43 4.44 4.49 38.60 37.92
Revenues from portfolio held to maturity 38.16 30.39 6.75 6.99 44.91 37.38
Revenues from portfolio available for sale 990.44 894.74 13.31 17.51 1,003.75 912.25
Revenues from the trading portfolio 77.80 43.72 14.41 5.63 92.21 49.35
Dividends from Group companies – – 0.05 – 0.05 –
Other financial returns 19.39 22.21 17.21 14.78 36.60 36.99

Total revenues 1,159,95 1,024.49 56.17 49.40 1,216.12 1,073.89

REALISED AND UNREALISED GAINS      
Net realised gains:        

Investment property 6.34 4.78 0.07 – 6.41 4.78
Financial investments portfolio held to maturity – – – – – –
Financial investments portfolio available for sale 71.43 39.27 7.37 6.31 78.80 45.58
Financial investments trading portfolio 1.47 4.40 0.01 0.29 1.48 4.69

Net unrealised gains:      
Increase in fair value of the trading portfolio 0.43 0.01 – – 0.43 0.01
Portfolio available for sale 20.68 83.77 0.01 – 20.69 83.77
Trading portfolio 2.94 1.40 – – 2.94 1.40
Others 1.22 4.18 0.02 0.28 1.24 4.46

Total gains 104.51 137.81 7.48 7.11 111.99 144.92

Total revenues from investments 1,264.46 1,162.30 63.65 56.51 1,328.11 1,218.81
Figures in million euros
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ble tax rate.  The Group has made the reconciliation by adding reconciliations made separately 

using the national rates of each country.

Concept
Amount

 Financial Year 2005 Financial Year 2004

Expense arising from taxes
Result before taxes, ongoing concerns 547.92 479.53
35% of result before taxes, ongoing concerns 191.77 167.83
Tax effect of permanent differences 7.38 (12.10)
Tax effect from tax rates different from 35% (1.76) (3.51)
Total expense from current tax originating in the financial year 197.39 152.22
Total expense from current tax originating in previous years 15.80 (3.96)
Profits from previous periods not recognised previously due to the use  
of negative tax bases, deductions pending application or temporary  
differences (59.07) (0.17)

Total expense from taxes of ongoing concerns 154.12 148.09
Figures in million euros

Deductions from double taxation have not been taken into account in the table above, since 

they are mainly related to dividends collected from subsidiaries eliminated in the consolidation 

process.

Deferred tax assets

The following tables provide a breakdown of movements for financial years 2005 and 2004 of 

the deferred tax assets heading, detailing their amount in relation to items directly debited or 

credited to equity accounts in two years.

Financial Year 2005

Concept Opening 
balance

Adjustments 
to opening 

balance

Changes in 
perimeter

 
From: Cancella-

tions
Closing 
balanceResults Equity

Valuation difference in  
financial investments  2.11 – – 0.81 0.59 – 3.51
Embedded derivatives 12.07 – – (2.92) – – 9.15
Valuation difference in 
mathematical reserves:       

Adaptation to new tables 6.49 – – (0.37) – – 6.12
Tacit accounting 468.73 – – – 159.87 (0.74) 627.86

Valuation difference in the  
provision for death insurance 1.75 – – 0.29 – – 2.04
Tax credits (Deductions 
pending and others) 53.55 0.53 – 7.89 – (26.10) 35.87
Others 35.77 9.42 – 9.41 – (2.86) 51.74

Total 580.47 9.95 – 15.11 160.46 (29.70) 736.29
Figures in million euros

6.18. RESULT OF CEDED AND RETROCEDED REINSURANCE

The result of ceded and retroceded reinsurance transactions in financial years 2005 and 2004 

is shown below: 

Concept
Non Life Life Total

2005 2004 2005 2004 2005 2004

Premiums (1,039.10) (936.76) (64.92) (70.37) (1,104.02) (1,007.13)
Variation in the provision for unearned premiums 
and for risks in progress 122.52 (3.28) 15.06 1.83 137.58 (1.45)
Claims paid 378.75 379.97 52.41 40.62 431.16 420.59
Variation in the provision for claims 311.63 40.05 (2.22) 5.06 309.41 45.11
Variation in mathematical reserves – – (23.16) 1.63 (23.16) 1.63
Participation of reinsurance in fees and expenses   145.71 132.09 5.08 29.60 150.79 161.69

Result of ceded and retroceded reinsurance (80.49) (387.93) (17.75) 8.37 (98.24) (379.56)
Figures in million euros

6.19. FISCAL SITUATION

Tax consolidation regime

From the 1985 financial year, part of the consolidated companies with registered office in Spain 

are included under Fiscal Group 9/85 to the effects of the Corporation Tax, the said group being 

formed by the controlling Company and its subsidiaries meeting the requirements to be subject 

to the said tax regime.  In 2005, Fiscal Group 9/85 is formed by the following Spanish compa-

nies:

CORPORACIÓN MAPFRE, MAPFRE RE, MAPFRE INMUEBLES, DESARROLLOS URBANOS 

CIC, SERVICIOS INMOBILIARIOS MAPFRE, MAPFRE ASISTENCIA, IBEROASISTENCIA, VIAJES 

MAPFRE, IBEROASISTENCIA SERVICIOS DE TELEMARKETING, MAPFRE SOFT, CONSULTING 

DE SOLUCIONES Y TECNOLOGIAS SIAM and MAPFRE AMÉRICA.

Likewise, from 2002, some other consolidated companies having their registered office in Spain 

are included under Fiscal Group 95/02 to the effects of the Corporation Tax, the said group being 

formed by MAPFRE-CAJA MADRID HOLDING DE ENTIDADES ASEGURADORAS, S.A. (hereinaf-

ter “MAPFRE-CAJA MADRID HOLDING”) and its subsidiaries meeting the requirements to be 

subject to the said tax regime.  In 2005, Fiscal Group 95/02 is formed by the following compa-

nies:

MAPFRE-CAJA MADRID HOLDING, MAPFRE VIDA, MAPFRE INVERSIÓN, MAPFRE INVERSIÓN 

DOS, MAPFRE VIDA PENSIONES, CONSULTORA ACTUARIAL Y DE PENSIONES MAPFRE VIDA, 

GESTIÓN MODA SHOPPING, MIRACETI, MAPFRE SEGUROS GENERALES, MAPFRE INDUS-

TRIAL, GESTORA DE ACTIVOS FUNERARIOS, MULTISERVICIOS MAPFRE, SEPROVAL, MESEVAL, 

FINISTERRE AGENCIA CANARIA DE SEGUROS, COSEBAL, HEJEAN, AGEPAL, LISS ASSURAN-

CE, SEGURLIS, SEGESYMED, SEPENVAL, SEFIN, MAPFRE CAUCIÓN Y CRÉDITO, MAPFRE 

SERVICIOS DE CAUCIÓN Y CRÉDITO, MAPFRE CAJA SALUD, CENTRO MÉDICO DE CHEQUEOS 

MAPFRE VIDA, IGUALSERVICIOS DE HUESCA, CENTROS MÉDICOS ISLAS CANARIAS, MAPFRE 

GUANARTEME, PROYECTOS Y SERVICIOS MAPFRE, MUSINI VIDA, MAPFRE AMÉRICA CAUCIÓN 

Y CRÉDITO, MAPFRE EMPRESAS, INTERBOLSA, SERVIFINANZAS, GESMUSINI S.G.I.I.C. and 

ELIPSE CANARIAS.

Elements of expense from income tax of ongoing concerns

A detail is provided below, for financial years closed as at 31 December 2005 and 2004, of the 

main elements of expense from income tax of ongoing concerns and the reconciliation between 

the expense from income tax and the product of multiplying the accounting result by the applica-
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Financial Year 2004

Concept Opening 
balance

Adjustments 
to opening 

balance

Changes 
in 

perimeter

 
From: Cancella-

tions
Closing 
balanceResults Equity

Valuation difference in  
financial investments 317.44 – – 29.93 233.89 – 581.26
Embedded derivatives 6.69 – – 0.97 – – 7.66
Stabilisation and catastrophe  
provision 23.55 – – 12.35 – – 35.90
Others 3.70 0.38 – 14.00 – (0.63) 17.45

Total 351.38 0.38 – 57.25 233.89 (0.63) 642.27
Figures in million euros

The full amount of deferred tax liabilities of fully consolidated companies as a consequence of 

accumulated temporary differences as at 31 December 2005 and 2004 has been recorded in the 

balance sheets as at the said dates.

Negative tax bases

The breakdown of negative tax bases pending set-off in fully consolidated companies at the end 

of the last two financial years is as follows:

Year of 
generation

Year of 
generation

Amount of negative tax bases  Deferred tax asset

Applied in financial year Pending application Amount recorded Amount not recorded

2005 2004 2005 2004 2005 2004 2005 2004

1998 2013 22.83 1.08 – 22.83 – 0.38 – 7.61
1999 2014 40.94 – – 40.94 – – – 14.33
2000 2015 9.45 1.42 – 9.45 – – – 3.31
2001 2016 35.01 0.84 – 35.01 – – – 12.25
2002 2017 61.62 1.12 6.00 67.62 1.30 1.30 0.80 22.37
2003 2018 – – 29.56 29.56 0.09 0.09 10.26 10.26
2004 2019 – – 26.23 – 1.98 – 7.20 –

Total  169.85 4.46 61.79 205.41 3.37 1.77 18.26 70.13
Figures in million euros

Assets accounted for in relation to deferred taxes on negative tax bases pending set-off in 

consolidated companies correspond with negative tax bases generated as a result of unusual 

management events and future tax profits are likely to exist against which they may be offset.

Tax incentives

The detail of tax incentives in fully consolidated companies for financial years 2005 and 2004 is 

as follows:  

Type
Amount applied in financial 

year
Amount pending 

application Amount not recorded Deadline 
for 

application2005 2004 2005 2004 2005 2004

Deduction on double taxation 72.55 23.66 – 40.02 – – –
Others 0.87 1.98 0.01 0.07 – – 2020

Total 73.42 25.64 0.01 40.09 – – 
Figures in million euros

Financial Year 2004

Concept Opening 
balance

Adjustments 
to opening 

balance

Changes 
in 

perimeter

 
From: Cancella-

tions
Closing 
balanceResults Equity

Valuation difference in  
Financial investment  0.28 – – 2.11 – (0.28) 2.11
Embedded derivatives 9.18 – – 2.89 – – 12.07
Valuation difference in  
mathematical reserves:       

Adaptation to new tables 7.54 – – (1.05) – – 6.49
Tacit accounting 262.58 – – 27.11 179.04 – 468.73

Valuation difference in the 
provision for death insurance 4.13 – – (2.38) – – 1.75
Tax credits (Deductions s 
pending and others) 66.66 – – 19.38 – (32.49) 53.55
Others 27.80 2.48 – 7.28 – (1.79) 35.77

Total 378.17 2.48 – 55.34 179.04 (34.56) 580.47
Figures in million euros

Deferred tax assets of the fully consolidated companies, as a consequence of negative tax 

bases pending application and of the temporary differences accumulated as at 31 December 

2005 and 2004 amount to R754.55 million and R650.60 million, respectively.  Of these amounts, 

R736.29 million have been recorded in the balance sheet and in the equity or results accounts 

as at 31 December 2005, and R580.47 million as at 31 December 2004.  The remaining deferred 

tax assets accumulated as at 31 December 2005 and 2004, which amount to R18.26 million and 

R70.13 million, respectively, have not been accounted for pursuant to IFRS principles.

Deferred tax liabilities

The following tables show the movements of the deferred tax liabilities heading for financial 

years 2005 and 2004:

Financial Year 2005

Concept Opening 
balance

Adjustments 
to opening 

balance

Changes 
in 

perimeter

 
From: Cancella-

tions
Closing 
balanceResults Equity

Valuation difference in  
financial investments 581.26 (0.33) – 22.87 174.41 – 778.21
Embedded derivatives 7.66 – – (1.94) – – 5.72
Stabilisation and catastrophe  
provision 35.90 – – (7.61) – – 28.29
Others 17.45 1.31 – 17.12 – (8.25) 27.63

Total 642.27 0.98 – 30.44 174.41 (8.25) 839.85
Figures in million euros
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In 2005, tax assessments in disagreement have been brought against MAPFRE SEGUROS 

GENERALES, as taking over MAPFRE FINISTERRE, in relation to the Corporation Tax for years 

1998 and 1999, Tax on Insurance Premiums of financial year 1999 and Personal Income Tax of 

years 1999, 2000 and 2001, with respect to which the relevant allegations have been made, which 

are pending resolution as at the end of the year.

Consequently, and excluding the above mentioned exceptions, consolidated companies have 

open to inspection all the taxes to which they are subject for the past four financial years.  In 

the opinion of the consolidated companies’ advisers, the likelihood of fiscal liabilities affecting 

significantly consolidated companies’ financial position as at 31 December 2005 is remote.

6.20. REMUNERATION TO STAFF

Staff expenses

The breakdown of staff expenses in the last two financial years is shown in the following table:

Concept
Amount

2005 2004

Short term remuneration
Wages and salaries 310.31 261.86
Social securityl 102.85 91.49
Other remuneration 34.20 14.12

Post-employment benefits  
Defined contribution commitments 0.81 2.89
Defined benefit commitments 6.25 21.62

Termination payments 0.17 0.12

Total 454.59 392.10
Figures in million euros

Post-employment benefits

The defined benefit plans in force are valued pursuant to the provisions detailed in the accoun-

ting policies, and are those where the benefit is determined as a function of end salaries, with a 

benefit paid as a for life annuity, subject to review according to the annual consumer price index 

(CPI) or by way of a benefit in the form of capital.

The most significant actuarial assumptions used on the closing date of financial years 2005 and 

2004 are as follows: 

Concept 2005 2004

DEMOGRAPHICAL ASSUMPTIONS
Mortality tables GKM/F-95 GKM/F-95
Survival tables PERM/F-2000 PERM/F2000P
FINANCIAL ASSUMPTIONS  
Discount rate 3.76% 4.15%
Average annual salary increase 5% 5%
Average annual CPI 3% 3%

Obligations relating to defined benefit plans amount to R76.4 million and R67.18 million, respec-

tively, as at 31 December 2005 and 2004, there being no assets earmarked to these plans as they 

have been fully externalised by means of a policy written with MAPFRE VIDA.

Verification by the tax authorities

Pursuant to the legislation in force, the tax returns filed for the different taxes may not be consi-

dered as definitive until they have been inspected by the tax authorities or until the prescription 

period of four years has elapsed.  As a result of the inspection activities completed in 1997 in 

some of the consolidated companies, in relation to the  Corporation Tax for financial years 1989 

to 1993, as well as to the remaining taxes of financial years 1991 to 1994, tax assessments were 

raised, signed in disagreement, for the Corporation Tax of years 1991, 1992 and 1993, due to 

disagreement on the qualification of certain assets acquired upon the merger by takeover of 

several subsidiary companies, carried out on 31 December 1992, for the materialisation of rein-

vestment to which the exemption of certain positive income generated in years 1990 and 1993 

was subject, as well as disagreement on the deductibility of the allocation to the provision for 

claims pending declaration, and on withholdings on account of the Personal Income Tax, due 

to disagreement on the determination of the applicable withholding percentages.  At year-end, 

MAPFRE INDUSTRIAL has made a provision for the amount of the tax assessment raised for the 

non deductibility of the provision for claims pending declaration.  Tax liquidations deriving from 

the said assessments were appealed against and are pending resolution at present, except for 

those relating to the personal income tax, which have been admitted.

As a consequence of inspection activities relating to financial years running from 1 January 1987 

to 31 December 1991, regarding the companies MAPFRE FINISTERRE and its subsidiary ORIEN-

TE, both taken over by MAPFRE SEGUROS GENERALES, certain tax assessments were raised 

that were appealed against, with said appeals having been partly successful.  For the portion not 

accepted, new tax liquidations were raised, which were again appealed against.  

In 2001, inspection activities were completed in relation to Group 9/85, formed by CORPORA-

CIÓN MAPFRE and its tax-controlled companies, for all taxes relating to financial years 1996 

and 1997, as well as for the Corporation Tax of years 1994 and 1995.  As a result of said inspec-

tion, tax assessments were raised, signed in disagreement, for the Corporation Tax of the years 

under review, due basically to disagreement on the deductibility of technical reserves, provision 

for depreciation of fixed assets, Tax on Insurance Premiums, discrepancy in the incorporation 

to the taxable base of the said tax of certain surcharges collected from insured persons, and on 

withholdings on account of the Personal Income Tax, due to disagreement on whether certain 

amounts paid in the concept of transport expenses should be subject to withholding.  The said 

tax assessments have been appealed against, and the appeal was pending resolution at year 

end. 

In 2001, inspection activities were completed at CAJA MADRID VIDA, a company taken over by 

MAPFRE VIDA pursuant to the general assignment of assets and liabilities that took place on 

31 December 2001, relating to all the taxes to which said companies are subject for years 1996 

and 1997, as well as to withholdings on account of returns on securities of fiscal year 1998.  As 

a result, tax assessments were signed in disagreement in relation to withholdings on account 

of returns on securities of financial years 1996 to 1998 deriving from deposit administration 

agreements; these tax assessments were appealed against and are pending resolution, as well 

as the appeal brought against the tax assessment raised for the same concept and relating to 

financial years 1992 to 1995.

In 2003, a tax inspection took place at CAJA MADRID VIDA, a company taken over by MAPFRE 

VIDA, with an assessment having been signed in disagreement on the Corporation Tax of fiscal 

year 2000, due to a discrepancy on the fiscal allowableness of default interest on inspection 

assessments raised in previous years, with the liquidation deriving from the said assessment 

having been appealed against.


