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This version of our report is a free translation of the original, which was prepared in Spanish. All possible
care has been taken to ensure that the translation is an accurate representation of the original. However,
in all matters of interpretation of information, views or opinions, the original language version of our
report takes precedence over this translation.

Independent auditor's report on the consolidated annual
accounts

To the shareholders of Bankinter, S.A.

Report on the consolidated annual accounts

Opinion

We have audited the consolidated annual accounts of Bankinter, S.A. (the Parent company) and its
subsidiaries (the Group), which comprise the balance sheet as at 31 December 2023, and the income
statement, statement of recognised income and expense, total statement of changes in equity, cash
flow statement and related notes, all consolidated, for the year then ended.

In our opinion, the accompanying consolidated annual accounts present fairly, in all material respects,
the equity and financial position of the Group as at 31 December 2023, as well as its financial
performance and cash flows, all consolidated, for the year then ended, in accordance with
International Financial Reporting Standards as adopted by the European Union (IFRS-EU) and other
provisions of the financial reporting framework applicable in Spain.

Basis for opinion

We conducted our audit in accordance with legislation governing the audit practice in Spain. Our
responsibilities under those standards are further described in the Auditor's responsibilities for the
audit of the consolidated annual accounts section of our report.

We are independent of the Group in accordance with the ethical requirements, including those relating
to independence, that are relevant to our audit of the consolidated annual accounts in Spain, in
accordance with legislation governing the audit practice. In this regard, we have not rendered services
other than those relating to the audit of the accounts, and situations or circumstances have not arisen
that, in accordance with the provisions of the aforementioned legislation, have affected our necessary
independence such that it has been compromised.

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

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated annual accounts of the current period. These matters were addressed in
the context of our audit of the consolidated annual accounts as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

PricewaterhouseCoopers Auditores, S.L., Torre PwC, P° de la Castellana 259 B, 28046 Madrid, Espafia
Tel.: +34 915 684 400 / +34 902 021 111, Fax: +34 915 685 400, WWW.pwCc.€es 1

R. M. Madrid, hoja M-63.988, folio 75, tomo 9.267, libro 8.054, seccion 32
Inscrita en el R.O.A.C. con el nimero S0242 - NIF: B-79031290
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Key audit matters

Bankinter, S.A. and its subsidiaries

How our audit addressed the key audit matters

Measurement adjustments for impairment of
financial assets at amortised cost, loans and
advances — customers

The Group applies the International Financial
Reporting Standard 9 Financial instruments
(IFRS 9) when it comes to measurement
impairment adjustments under an expected
loss model.

The calculation of impairment adjustments to
the credit portfolio is one of the most significant
estimates in the preparation of the
accompanying consolidated annual accounts,
reason why it has been considered as a key
audit matter.

In relation to the estimation of to the
measurement adjustments for impairment
collectively estimated, the Group applies
internal models which take into account items
such as:

. The classification of the various credit
portfolios and debtors based on their
credit risk profile.

. The identification and classification of
assets under special supervision or that
are impaired (“Stage 2” or “Stage 3”).

. The estimation of the probability of
default (PD) and the loss given default
(LGD) for each of the models.

. The use of prospective information in
the different scenarios considered in the
models, as well as the probability of their
occurrence.

To define the base scenario, the Group
has considered the macroeconomic
forecasts published by central banks of
Spain, Portugal and Ireland.

. The reasonableness of applying expert
judgements to models, when applicable.

) The realisable value of the collateral
associated with credit transactions.

In addition, the Group carries out an individual
estimation in the impairment calculations for
those assets considered as significant, based
on a detailed future cash flows analysis.

Our work has focused primarily on the analysis,
evaluation and verification of the general internal
control framework, as well as the performance of
detailed tests on provisions that are collectively
and individually estimated, in collaboration with
our internal specialists in credit risk models.

With respect to internal control system, we have
obtained an understanding of the general internal
control framework and main procedures and
controls implemented by the Group, including the
validation of key controls. Our procedures have
focused on the following aspects:

. Analysis the methodologies developed by
the Group for the calculation of provisions
including an understanding and verification
of the updates made during the period.

. Evaluation of regulatory compliance and the
operation of the internal models approved.

. The reasonableness of macroeconomic
scenarios used.

. The periodic evaluation of risks and
monitoring for the classification of assets.

We have also performed detailed tests consisting
of:

° Selective checks of the calculation
methods, the portfolio segmentation, the
classification of loans, the information used
for the estimations, the criteria for
determining a significant increase in credit
risk and the inclusion of certain attributes in
the databases.

. Replication of a sample of models,
considering the prospective information and
the scenarios used by the Group, in order
to check the results obtained in the
calculation of the impairment collectively
estimated for certain credit portfolios.

. Obtaining of a selection of individual files to
evaluate their adequate classification and
the recognition, if appropriate, of the
relevant impairment.
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Key audit matters

Bankinter, S.A. and its subsidiaries

How our audit addressed the key audit matters

See Notes 5, 10 and 44 to the accompanying
consolidated annual accounts.

As result of the procedures described above, no
differences have arisen outside of a reasonable
range, with respect to the amount of
measurement adjustments for impairment of
financial assets at amortised cost, loans and
advances — customers in the context of the
applicable accounting framework and under the
accompanying consolidated annual accounts are
prepared.

Provisions for litigation and claims

The Group is involved in some administrative,
judicial or other proceedings, relating primarily
to legal matters deriving from the normal
course of its business.

The Group's directors and management have
designed a policy in this respect, under which
they decide when to recognize a provision for
these items.

Specifically, for certain legal processes, the
Group estimates the provision amount,
applying consistent calculation procedures with
the experience of success, legal analysis and
uncertainty inherent conditions of in the
obligations they cover.

Both the determination of the expected result
of those proceedings and the evaluation of
their financial effect are generally particularly
complex and uncertain in terms of their
possible outcome, the period end and/or the
definitive amount.

As a result, the estimate of provisions for
litigation and claims is one of the largest
components of judgment and estimated items
with respect to their possible impact on the
accompanying consolidated annual accounts,
reason why it has been considered as a key
audit matter.

See Note 20 to the accompanying
consolidated annual accounts.

We have carried out our understanding and
analysis of the process implemented by the Group
to identify and assess open litigation and
proceedings as well as the Group’s process for
recognizing provisions and the relevant internal
controls, focusing our procedures on aspects such
as:

. Understanding the internal control
environment and the policy for classifying
claims and litigation approved by the
Group, and the assignment of any
provision, including controls related with
calculation and analyses of legal provisions.

. Evaluation of the methodology used by the
Group in the estimation of the main open
legal processes.

. Analysis of the main types of claims and
litigation relating to legal matters, in
progress on December 31, 2023.

. Testing of the information related with the
lawsuits evolution and the sentences
evolution in the main open legal processes

. Analysis of a selection of lawsuits, verifying
the proper grouping of cases by type, in
order to calculate provisions.

. Testing of the historical data used to
determine the provisions to be maintained,
regarding the results of the main judicial
process.

As a result of the procedures performed regarding
the provisions for litigation and claims, no
differences were shown outside of a reasonable
range, regarding to the amounts recognized on
the accompanying consolidated annual accounts.
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Bankinter, S.A. and its subsidiaries

Key audit matters How our audit addressed the key audit matters
Automation of the financial reporting systems

The Group’s operations are largely dependent  Our work has consisted of performing certain

on the calculations, processing and procedures within the general internal control area
information managed automatically by the associated with information systems, and the
diverse information systems that are used. processes that support the Group’s accounting
recognition and closings. We have obtained an
The effectiveness of the general internal understanding of the functionalities and
control framework for information systems involvement of the various Group information
relating to the accounting recognition and systems within the accounting recognition and
closing process is essential for the closing process, with the support of our internal
performance of certain audit procedures specialists in information systems.

based on internal controls.

With respect to information systems considered to
The knowledge, evaluation and validation of be relevant in this context, we performed tests
general controls relating to financial reporting  regarding the validation of the following aspects:
systems, due to their nature and the extension

of the necessary audit procedures, constitute . General controls over the management of
a critical area of our work, reason why it has authorization to access financial reporting
been considered as a key audit matter. systems and with respect to authorization of

personnel to implement changes in
computer processes.

. The existence of management and control
tools for automatic processes and potential
issues.

. Analysis of the manual entry generation

process and selective extraction and filtering
tests for the unusual entries included in the
financial reporting systems.

. Verification of the automatic controls that
support the main key business processes
that affect the recognition of items in the
accounting systems.

As a result of the procedures described above, we
did not identify relevant issues that could affect the
accompanying condensed consolidated interim
financial statements.

Other information: Consolidated management report

Other information comprises only the consolidated management report for the 2023 financial year, the
formulation of which is the responsibility of the Parent company's directors and does not form an
integral part of the consolidated annual accounts.

Our audit opinion on the consolidated annual accounts does not cover the consolidated management
report. Our responsibility regarding the consolidated management report, in accordance with
legislation governing the audit practice, is to:

a) Verify only that the consolidated statement of non-financial information, certain information
included in the Annual Corporate Governance Report and the Annual Report on Directors'
Remuneration, as referred to in the Auditing Act, have been provided in the manner required by
applicable legislation and, if not, we are obliged to disclose that fact.
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Bankinter, S.A. and its subsidiaries

b) Evaluate and report on the consistency between the rest of the information included in the
consolidated management report and the consolidated annual accounts as a result of our
knowledge of the Group obtained during the audit of the aforementioned financial statements,
as well as to evaluate and report on whether the content and presentation of this part of the
consolidated management report is in accordance with applicable regulations. If, based on the
work we have performed, we conclude that material misstatements exist, we are required to
report that fact.

On the basis of the work performed, as described above, we have verified that the information
mentioned in section a) above has been provided in the manner required by applicable legislation and
that the rest of the information contained in the consolidated management report is consistent with that
contained in the consolidated annual accounts for the 2023 financial year, and its content and
presentation are in accordance with applicable regulations.

Responsibility of the directors and the audit commission for the consolidated annual accounts

The Parent company's directors are responsible for the preparation of the accompanying consolidated
annual accounts, such that they fairly present the consolidated equity, financial position and financial
performance of the Group, in accordance with IFRS-EU and other provisions of the financial reporting
framework applicable to the Group in Spain, and for such internal control as the aforementioned
directors determine is necessary to enable the preparation of consolidated annual accounts that are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated annual accounts, the Parent company's directors are responsible for

assessing the Group's ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless the aforementioned directors
either intend to liquidate the Group or to cease operations, or have no realistic alternative but to do so.

The Parent company's audit commission is responsible for overseeing the process of preparation and
presentation of the consolidated annual accounts.

Auditor’s responsibilities for the audit of the consolidated annual accounts

Our objectives are to obtain reasonable assurance about whether the consolidated annual accounts
as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinion.

Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in
accordance with legislation governing the audit practice in Spain will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated annual accounts.

As part of an audit in accordance with legislation governing the audit practice in Spain, we exercise
professional judgment and maintain professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated annual accounts,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
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. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group's internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Parent company's directors.

. Conclude on the appropriateness of the Parent company's directors' use of the going concern
basis of accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor's report to the related disclosures in the consolidated annual
accounts or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the consolidated annual accounts,
including the disclosures, and whether the consolidated annual accounts represent the
underlying transactions and events in a manner that achieves fair presentation.

. Obtain sufficient and appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated annual
accounts. We are responsible for the direction, supervision and performance of the group audit.
We remain solely responsible for our audit opinion.

We communicate with the Parent company's audit commission regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide the Parent company's audit commission with a statement that we have complied with
relevant ethical requirements, including those relating to independence, and we communicate with the
aforementioned those matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with the Parent company’s audit commission, we determine those
matters that were of most significance in the audit of the consolidated annual accounts of the current
period and are therefore the key audit matters.

We describe these matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter.

Report on other legal and regulatory requirements

European single electronic format

We have examined the digital files of the European single electronic format (ESEF) of Bankinter, S.A.
and its subsidiaries for the 2023 financial year that comprise an XHTML file which includes the
consolidated annual accounts for the financial year and XBRL files with tagging performed by the
entity, which will form part of the annual financial report.

The directors of Bankinter, S.A. are responsible for presenting the annual financial report for the 2023
financial year in accordance with the formatting and markup requirements established in the
Delegated Regulation (EU) 2019/815 of 17 December 2018 of the European Commission (hereinafter
the ESEF Regulation).
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Our responsibility is to examine the digital files prepared by the Parent company's directors, in
accordance with legislation governing the audit practice in Spain. This legislation requires that we plan
and execute our audit procedures in order to verify whether the content of the consolidated annual
accounts included in the aforementioned digital files completely agrees with that of the consolidated
annual accounts that we have audited, and whether the format and markup of these accounts and of
the aforementioned files has been effected, in all material respects, in accordance with the
requirements established in the ESEF Regulation.

In our opinion, the digital files examined completely agree with the audited consolidated annual
accounts, and these are presented and have been marked up, in all material respects, in accordance
with the requirements established in the ESEF Regulation.

Report to the audit commission of the Parent company

The opinion expressed in this report is consistent with the content of our additional report to the audit
commission of the Parent company dated 21 February 2024.

Appointment period

The General Ordinary Shareholders' Meeting held on 23 March 2023 appointed us as auditors of the
Group for a period of one year, for the year ended 31 December 2023.

Previously, we were appointed by resolution of the General Ordinary Shareholders' Meeting for a
period of three years and we have audited the accounts continuously since the year ended
31 December 2016.

Services provided

Services provided to the Group for services other than the audit of the accounts are disclosed in note
41 to the consolidated annual accounts.

PricewaterhouseCoopers Auditores, S.L. (S0242)

Original in Spanish signed by
Amagoia Delgado Rodriguez (22009)

21 February 2024
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(Thousands of euros)

ASSETS Note 31.12.2023 31.12.2022 (%)
Cash, cash balances at central banks and other demand deposits 6 13,859,595 13,351,217
Financial assets held for trading 7 4,505,254 4,055,770
Derivatives 756,160 1,181,732
Equity instruments 151,858 164,756
Debt securities 1,255,441 974,684
Loans and advances 2,341,795 1,734,598
Central banks — —
Credit institutions 2,203,838 1,320,483
Customers 137,957 414,115
Memorandum items: loaned or pledged 886,196 524,832
Non-trading financial assets mandatorily at fair value through profit or loss 8 178,110 161,397
Equity instruments 176,943 160,047
Debt securities 887 884
Loans and advances 280 466
Central banks — —
Credit institutions — —
Customers 280 466
Memorandum items: loaned or pledged — —
Financial assets designated at fair value through profit or loss — —
Debt securities — —
Loans and advances — —
Central banks — —
Credit institutions — —
Customers — —
Memorandum items: loaned or pledged — —
Financial assets at fair value through other comprehensive income 9 1,232,596 2,810,920
Equity instruments 161,308 195,617
Debt securities 1,071,288 2,615,303
Loans and advances — —
Central banks — —
Credit institutions — —
Customers — —
Memorandum items: loaned or pledged 186,779 618,859
Financial assets at amortised cost 10 90,836,049 84,862,782
Debt securities 10,577,989 9,352,619
Loans and advances 80,258,060 75,510,163
Central banks — —
Credit institutions 6,059,036 3,758,565
Customers 74,199,024 71,751,598
Memorandum items: loaned or pledged 12,987,118 9,285,766
Derivatives - hedge accounting 11 853,258 1,128,474
Fair value changes of the hedged items in portfolio hedge of interest rate risk (377,646) (648,517)
Investments in joint ventures and associates 13 235,499 178,203
Joint ventures 167,139 118,243
Associates 68,360 59,960
Assets under reinsurance and insurance contracts — —
Tangible assets 14/15 426,764 447,853
Property, plant and equipment 424,178 447,853
For own use 420,368 438,915
Leased out under an operating lease 3,810 8,938
Assigned to welfare projects (savings banks and credit cooperatives) — —
Investment property 2,586 —
Of which: leased out under operating leases 2,586 —
Memorandum items: Acquired under finance leases 120,876 135,048
Intangible assets 16 302,018 278,940
Goodwill 2,276 2,276
Other intangible assets 299,742 276,664
Tax assets 17 583,054 460,241
Current tax assets 322,289 195,412
Deferred tax assets 260,765 264,829
Other assets 18 193,113 156,758
Insurance contracts linked to pensions — —
Inventories — —
Other assets 193,113 156,758
Non-current assets and disposal groups classified as held for sale 12 183,978 262,994
TOTALASSETS 113,011,642 107,507,032

The accompanying notes 1 to 52 and appendices | through VI attached hereto form an integral part of the consolidated statement of recognised income and expense for the year ended 31 December

2023.
(*) Provided solely and exclusively for comparison purposes.

Consolidated Annual Financial



(Thousands of euros)

EQUITY AND LIABILITIES Note 31.12.2023 31.12.2022 (%)
LIABILITIES 107,688,702 102,602,060
Financial liabilities held for trading 7 3,895,791 3,347,198
Derivatives 836,110 1,140,068
Short positions 1,042,100 918,983
Deposits 2,017,581 1,288,147
Central banks - -
Credit institutions 483 -
Customers 2,017,098 1,288,147
Debt securities issued - -
Other financial liabilities - =
Financial liabilities designated at fair value through profit or loss - -
Deposits - =
Central banks - -
Credit institutions - -
Customers - -
Debt securities issued - -
Other financial liabilities - -
Memorandum items: subordinated liabilities - -
Financial liabilities at amortised cost 19 102,070,062 97,817,081
Deposits 90,584,931 87,965,731
Central banks 1,323,987 11,699,869
Credit institutions 10,272,080 3,363,826
Customers 78,988,864 72,902,036
Debt securities issued 8,546,380 6,433,093
Other financial liabilities 2,938,751 3,418,257
Memorandum items: subordinated liabilities 1,421,995 1,080,928
Derivatives - hedge accounting 11 611,660 625,125
Fair value changes of the hedged items in portfolio hedge of interest rate risk (105,156) (203,914)
Liabilities under reinsurance and insurance contracts — —
Provisions 20 346,190 376,159
Pensions and other post-employment defined benefit obligations 1,408 1,293
Other long-term employee benefits - -
Pending legal issues and tax litigation 133,524 122,755
Commitments and guarantees given 29,441 39,143
Other provisions 181,817 212,968
Tax liabilities 17 463,012 291,132
Current tax liabilities 399,716 231,932
Deferred tax liabilities 63,296 59,200
Share capital repayable on demand - -
Other liabilities 18 407,143 349,279
Of which: welfare fund (savings banks and credit cooperatives only) - -
Liabilities included in disposal groups classified as held for sale - -
TOTAL LIABILITIES 107,688,702 102,602,060

The accompanying notes 1 to 52 and appendices | through VI attached hereto form an integral part of the consolidated balance sheet as at 31 December 2023.

(*) Presented for comparison purposes only

Consolidated Annual Financial



CONSOLIDATED BALANCE SHEET AT 31 DECEMBER 2023 AND 2022

(Thousands of euros)

LIABILITIES AND EQUITY (continued) Note 31.12.2023 31.12.2022 (*)
Shareholders’ equity 5,445,304 5,034,000
Capital 21 269,660 269,660
Paid up capital 269,660 269,660

Unpaid capital which has been called up - _

Memorandum items: Uncalled up capital — —

Share premium 21 - -

Equity instruments issued other than capital - -

Equity component of compound financial instruments - -

Other equity instruments issued - -

Other equity 19,807 11,905
Retained earnings 21 4,650,297 4,406,753
Revaluation reserves 21 — —
Other reserves 21 (12,312) (13,290)
Reserves or accumulated losses of investments in joint ventures and associates (12,312) (13,290)
Other — —
(-) Treasury shares (1,365) (1,393)
Profit or loss attributable to owners of the parent 844,787 560,203
(-) Interim dividends (325,570) (199,838)
Accumulated other comprehensive income 22 (122,364) (129,028)
Items that will not be reclassified to profit or loss (81,224) (47,171)
Actuarial gains or (-) losses on defined benefit pension plans 5,876 6,135

Non-current assets and disposal groups classified as held for sale - -

Share of other recognised income and expense of investments in joint ventures and associates - -

Fair value changes of equity instruments measured at fair value through other comprehensive income 9 (87,100) (53,306)

Hedge ineffectiveness of fair value hedges for equity instruments measured at fair value through other comprehensive income = =

Fair value changes of equity instruments measured at fair value through other [hedged item] - -

Fair value changes of equity instruments measured at fair value through other comprehensive income [hedging instrument]  credit = =

Fair value changes of financial liabilities at fair value through profit or loss attributable to changes in their risk - -

Items that may be reclassified to profit or loss (41,140) (81,857)

Hedge of net investments in foreign operations (effective portion) — —

Foreign currency translation — _

Hedging derivatives. Cash flow hedges (effective portion) (12,548) 4,434

Fair value changes of debt instruments measured at fair value through other comprehensive income 9 (27,321) (71,776)

Hedging instruments [not designated elements] — _

Non-current assets and disposal groups classified as held for sale — —

Share of other recognised income and expense of investments in joint ventures and associates (1,271) (14,515)

Minority interests (non-controlling interests) - —

Accumulated other comprehensive income — —

Other items — _
TOTALEQUITY 5,322,940 4,904,972
TOTAL EQUITY AND LIABILITIES 113,011,642 107,507,032

MEMORANDUM ITEMS: OFF-BALANCE-SHEET EXPOSURES

Contingent commitments given 24 16,129,393 16,370,121
Financial guarantees given 24 1,689,894 1,976,956
Other commitments given 24 11,462,378 9,682,797

The accompanying notes 1 to 52 and appendices | through VI attached hereto form an integral part of the consolidated statement of recognised income and expense for the year ended 31 December
2023. (*) Provided solely and exclusively for comparison purposes.
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CONSOLIDATED INCOME STATEMENTS FOR THE YEARS ENDED 31
DECEMBER 2023 AND 2022

(Thousands of euros)

(Debit)/Credit (Debit)/Credit
Note 31.12.2023 31.12.2022 (%)
Interest income 29 3,677,727 1,767,606
Financial assets at fair value through other comprehensive income 15,047 50,748
Financial assets at amortised cost 3,151,070 1,650,888
Other interest income 511,610 65,969
Interest expenses 29 (1,464,227) (230,884)
Expenses on share capital repayable on demand - -
A) NET INTEREST INCOME 2,213,500 1,536,722
Dividend income 15,261 17,960
Share of the profit or loss of entities accounted for using the equity method 21 31,575 36,600
Fee and commission income 28 817,058 789,379
Fee and commission expenses 28 (192,767) (183,287)
Gains or losses on derecognition of financial assets and liabilities not measured at fair value through profit or loss, net 30 19,922 38,182
Financial assets at amortised cost 29,237 34,403
Other financial assets and liabilities (9.315) 3,778
Gains or losses on financial assets and liabilities held for trading, net 30 73,181 26,251
Reclassification of financial assets out of fair value through other comprehensive income - -
Reclassification of financial assets out of amortised cost - -
Other gains or losses 73,181 26,251
Gains or losses on non-trading financial assets mandatorily at fair value through profit or loss, net 30 5,467 14,079
Reclassification of financial assets out of fair value through other comprehensive income - -
Reclassification of financial assets out of amortised cost - -
Other gains or losses 5,467 14,079
Gains or losses on financial assets and liabilities designated at fair value through profit or loss, net - -
Gains or losses from hedge accounting, net 30 1,813 (109)
Exchange differences [gain or loss], net 31 (64,834) (7,611)
Other operating income 33 34,898 30,734
Other operating expenses 33 (294,532) (214,598)
Of which: compulsory transfers to welfare funds (only savings banks and credit cooperatives) - -
Income from assets under insurance and reinsurance contracts - -
Expenses from liabilities under insurance and reinsurance contracts - -
B) GROSS OPERATING INCOME 2,660,543 2,084,302
Administrative expenses (911,309) (837,950)
Staff expenses 27 (557,923) (508,859)
Other administrative expenses 32 (353,386) (329,091)
Redemption 14/15/16 (82,069) (80,088)
Provisions or reversal or provisions 20 (79.678) (107,017)
Impairment or reversal of impairment and gains or losses on modifications of cash flows of financial assets not measured at fair (338,174) (253,018)
value through profit or loss or madification gains or losses, net
Financial assets at fair value through other comprehensive income 9 (9,784) (80)
Financial assets at amortised cost 10 (328,390) (252,938)
Impairment or reversal of impairment of investments in joint ventures and associates B ~
Impairment or reversal of impairment on non-financial assets (10,214) (9,192)
Tangible assets - (56)
Intangible assets 16 (10,214) (9,136)
Other = -
Gains or losses on derecognition of non-financial assets and investments, net 34 (3,012) (1,313)
Negative goodwill recognised in profit or loss 13 - -
Profit or loss from non-current assets and disposal groups classified as held for sale not qualifying as discontinued operations 34 (7.247) (10,687)
C) PROFIT OR LOSS BEFORE TAX FROM CONTINUING OPERATIONS 1,228,840 785,037
Tax expense or income related to profit or loss from continuing operations 42 (384,053) (224,834)
D) PROFIT OR LOSS AFTER TAX FROM CONTINUING OPERATIONS 844,787 560,203
Profit or loss after tax from discontinued operations 13 B —
E) PROFIT OR LOSS FOR THE PERIOD 844,787 560,203
Attributable to minority interests (non-controlling interests) - -
Attributable to the owners of the parent 844,787 560,203
EARNINGS PER SHARE:
Basic 21 0.94 0.62
Diluted 21 091 0.61

The accompanying notes 1 to 52 and appendices | through VI attached hereto form an integral part of the consolidated income statement for the year ended 31 December 2023. (*) Presented for
comparison purposes only.
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CONSOLIDATED STATEMENT OF RECOGNISED INCOME AND
EXPENSE FOR THE YEARS ENDED 31 DECEMBER 2023 AND 2022

(Thousands of euros)

Note 31.12.2023

31.12.2022 (¥

PROFIT OR LOSS FOR THE YEAR

844,787

560,203

OTHER COMPREHENSIVE INCOME

6,664 (244,567)

Items that will not be reclassified to profit or loss

(34,053)

(104,774)

Actuarial gains or (-) losses on defined benefit pension plans

(368) 4,060

Non-current assets and disposal groups held for sale

Share of other recognised income and expense of investments in joint ventures and associates

Fair value changes of equity instruments measured at fair value through other comprehensive income

9 (34,309)

(109,276)

Gains or (-) losses from hedge accounting of equity instruments at fair value through other comprehensive income, net

Fair value changes of equity instruments measured at fair value through other comprehensive income (hedged item)

Fair value changes of equity instruments measured at fair value through other comprehensive income (hedging instrument)

Fair value changes of financial liabilities at fair value through profit or loss attributable to changes in their credit risk

Income tax relating to items that will not be reclassified

624

)

Items that may be reclassified to profit or loss

40,716

(139,793)

Hedge of net investments in foreign operations [effective portion]

Valuation gains or (-) losses taken to equity

Transferred to profit or loss

Other reclassifications

Foreign currency translation

Translation gains or (-) losses taken to equity

Transferred to profit or loss

Other reclassifications

Cash flow hedges [effective portion]

(24,261)

6,981

Valuation gains or (-) losses taken to equity

(24,261)

6,981

Transferred to profit or loss

Transferred to initial carrying amount of hedged items

Other reclassifications

Hedging instruments [not designated elements]

Valuation gains or (-) losses taken to equity

Transferred to profit or loss

Other reclassifications

Debt instruments at fair value through other comprehensive income

9 63,507

(179,611)

Valuation gains or (-) losses taken to equity

43,724

(177,545)

Transferred to profit or loss

19,783

(2,066)

Other reclassifications

Non-current assets and disposal groups held for sale

Valuation gains or (-) losses taken to equity

Transferred to profit or loss

Other reclassifications

13 -

Share of other recognised income and expense of investments in joint ventures and associates

13,244

(18,952)

Income tax relating to items that may be reclassified to profit or (-) loss

(11,774)

51,789

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

851,451

315,636

Attributable to minority interests (non-controlling interests)

Attributable to the owners of the parent

851,451

315,636

The accompanying notes 1 to 52 and appendices | through VI form an integral part of the consolidated statement of recognised income and expense for the year ended 31 December 2023.

(*) Provided solely and exclusively for comparison purposes.
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CONSOLIDATED STATEMENT OF TOTAL CHANGES IN EQUITY FOR THE YEARS ENDED 31 DECEMBER

2023 AND 2022

(Thousands of euros)

Minority interests

Accumulated Accumulated
Share capital Share Equitg instruments Other Retained Revaluation Other (=) Treasury Pr.ofit orloss B (-) Interim othgr other .
(Note 21) premium  issued other tl'-lan equity carnings reserves (Note reserves shares (Note attributable to dividends (Note compn?hensw comprehensive Other items Total
(Note 21) capital 21) (Note 12) 21) owners of the parent 21) eincome .
(Note 22) income
Closing balance at 31.12.2022 269,660 - - 11,905 4,406,753 - (13,290) (1,393) 560,203 (199,838) (129,028) - - 4,904,972
Effects of correction of errors - - - - - - - - - - - - - -
Effects of changes in accounting policies - - - - - - - - - - - - - -
Opening balance 01/01/2023 269,660 - - 11,905 4,406,753 - (13,290) (1,393) 560,203 (199,838) (129,028) - - 4,904,972
Total comprehensive income for the period - - - - 844,787 - 6,664 - - 851,451
Other changes in equity - - - 7,902 243,544 - 978 28 (560,203) (125,732) - - - (433,483)
Issuance of ordinary shares - - - - - - - - - -
Issuance of preference shares - - - - - - - - - - - - - -
Issuance of other equity instruments - - - - - - - - - - - - - -
Exercise or expiration of other equity instruments issued - - - - - - - - - - - - - -
Conversion of debt to equity - - - - - - - - - -
Capital reduction - - - - - - - - - -
Dividends (or remuneration to shareholders) - - - - - - - - - (405,773) - - - (405,773)
Purchase of treasury shares - - - - (294) - - (79,119) = = - - - (79,413)
Sale or cancellation of treasury shares - - - 79,147 - - - - - 79,147
Reclassification of financial instruments from equity to liability - - - - - - - - - - - - - -
Reclassification of financial instruments from liability to equity - - - - - - - - - - - - - -
Transfers among components of equity - 280,162 - - - (560,203) 280,041 - - - -
Equity increase or (-) decrease resulting from business } . . . . . . . . .
combinations
Share-based payments - - - 7,902 - - - - - - - - - 7,902
Other increases or (-) decreases in equity - - - - (36,324) - 978 - = = - - - (35,347)
Of which: discretionary transfer to welfare funds (only savings . . . . . . . . . . . . . .
banks and credit cooperatives)
Closing balance at 31/12/2023 269,660 - - 19,807 4,650,297 - (12,312) (1,365) 844,787 (325,570) (122,364) - - 5,322,940

The accompanying notes 1 to 52 and appendices | through VI attached hereto form an integral part of the consolidated statement of total changes in equity for the year ended 31 December 2023.
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CONSOLIDATED STATEMENT OF TOTAL CHANGES IN EQUITY FOR THE YEARS ENDED 31 DECEMBER

2022 AND 2021

(Thousands of euros)

Minority interests

Accumulated Accumulated
. Share Equity instruments . Revaluation Other (-) Treasury Profit or loss (=) Interim other
Share capital . . Other Retained § L . other .
(Note 21) premium  issued other than equit earnings  TESErves (Note  reserves shares (Note attributable to dividends (Note comprehensiv comprehensiv Other items Total
(Note 21) capital quity 9 21) (Notel2) 21) owners of the parent 21) eincome P .
eincome
(Note 22)

Closing balance at 31.12.2021 (¥) 269,660 - - 6,163 3,306,854 - (12,093) (1,025) 1,333,108 (166,046) 115,539 - - 4,852,160
Effects of correction of errors - - - - - - - - - - - - -
Effects of changes in accounting policies - - - - - - - - - - - - -
Opening balance 01/01/2022 269,660 - - 6,163 3,306,854 - (12,093) (1,025) 1,333,108 (166,046) 115,539 - - 4,852,160
Total comprehensive income for the period - - - - - - - 560,203 - (244,567) - - 315,636
Other changes in equity - - - 5,742 1,099,899 - (1,197) (368) (1,333,108) (33,792) - - - (262,824)

Issuance of ordinary shares - - - - - - - - - - - - -
Issuance of preference shares - - - - - - - - - - - -
Issuance of other equity instruments - - - - - - - - - - - -
Exercise or expiration of other equity instruments issued - - - - - - - - - - - -
Conversion of debt to equity - - - - - - - - - - - - -
Capital reduction - - - - - - - - - - - - -
Dividends (or remuneration to shareholders) - - - - - - - - (252,480) - - - (252,480)
Purchase of treasury shares - - (145) - - (84,469) - - - - - (84,614)
Sale or cancellation of treasury shares - - - - - - 84,101 - - - - - 84,101
Reclassification of financial instruments from equity to liability - - - - - - - - - - - -
Reclassification of financial instruments from liability to equity - - - - - - - - - - - -
Transfers among components of equity - - - 1,114,420 - - - (1,333,108) 218,688 - - - -
Equity increase or (-) decrease resulting from business . . . . . . . . . . . . .
combinations

Share-based payments - 5,742 - - - - - - - - - 5,742
Other increases or (-) decreases in equity - - (14,376) - (1,197) - - - - - - (15,573)
Of which: discretionary transfer to welfare funds (only savings . . . . . . . . . . . .
banks and credit cooperatives)

Closing balance at 31.12.2022 (¥) 269,660 - - 11,905 4,406,753 - (13,290) (1,393) 560,203 (199,838) (129,028) - - 4,904,972

(*) Presented for comparison purposes only.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2023 AND 2022

(Thousands of euros)

Note 31.12.2023 31.12.2022 (*)
A) CASH FLOWS FROM OPERATING ACTIVITIES 658,419 (8,034,976)
Profit or loss for the period 844,787 560,203
Adjustments to obtain cash flows from operating activities 14/15/16 922,760 698,795
Redemption 82,069 80,088
Other adjustments 840,691 618,707
Net increase/(decrease) in operating assets 5,343,481 9,405,758
Financial assets held for trading 449,484 17,514
Non-trading financial assets mandatorily at fair value through profit or loss 16,899 29,864
Financial assets designated at fair value through profit or loss - -
Financial assets at fair value through other comprehensive income (1,583,771) 392,816
Financial assets at amortised cost 6,623,995 8,182,913
Other operating assets (163,127) 782,651
Net increase/(decrease) in operating liabilities 4,563,853 59,516
Financial liabilities held for trading 548,593 (349,298)
Financial liabilities designated at fair value through profit or loss - -
Financial liabilities at amortised cost 3,807,742 295,483
Other operating liabilities 207,518 113,331
Income tax recovered/(paid) (329,500) 52,268
B) CASH FLOWS FROM INVESTING ACTIVITIES (44,234) (234,051)
Payments 170,062 (287,478)
Tangible assets 21,713 (18,838)
Intangible assets 68,669 (53,412)
Investments in joint ventures and associates - -
Subsidiaries and other business units 13 51,946 (27,081)
Non-current assets and liabilities classified as held for sale 27,734 (188,147)
Other payments related to investment activities - -
Proceeds 125,828 53,427
Tangible assets 9,180 4,880
Intangible assets 382 2,334
Investments in joint ventures and associates 13 3,846 2,166
Subsidiaries and other business units - -
Non-current assets and liabilities classified as held for sale 112,420 44 047
Other proceeds related to investment activities 13 - -
C) CASH FLOWS FROM FINANCING ACTIVITIES (105,807) (752,846)
Payments 484,953 (836,948)
Dividends 405,834 (252,479)
Subordinated liabilities 19 - (500,000)
Redemption of own equity instruments - -
Acquisition of own equity instruments 79,119 (84,469)
Other payments related to financing activities - -
Proceeds 379,146 84,102
Subordinated liabilities 19 300,000 -
Issuance of own equity instruments - -
Disposal of own equity instruments 79,146 84,102
Other proceeds related to financing activities - -
D) EFFECT OF EXCHANGE RATE CHANGES - -
E) NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (A+B+C+D) 508,378 (9,021,873)
F) CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 6 13,351,217 22,373,090
G) CASH AND CASH EQUIVALENTS AT END OF PERIOD 6 13,859,595 13,351,217
Of which: Interest received 3,737,346 1,692,647
Of which: Interest paid 1,122,078 260,396

The accompanying notes 1 to 52 and appendices | through VI attached hereto form an integral part of the consolidated statement of cash flows for the year ended 31 December 2023.

(*) Presented for comparison purposes only.
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Bankinter Group

Notes to the consolidated financial statements for the year
ended 31 December 2023

1 Nature, activities and composition of the Group, and the
most significant events during the year

Bankinter, S.A. was incorporated in Spain by notarial deed issued in Madrid on 4 June 1965,
under the name Banco Intercontinental Espafiol, S.A. On 24 July 1990 it acquired its current
name. Itis entered in the Official Banks and Bankers Register. Its Tax Identification number is A-
28157360 and it belongs to the Deposit Guarantee Fund with code number 0128. The company
address is Paseo de la Castellana 29, 28046 Madrid, Spain. Bankinter, S.A.'s legal entity
identification (LEI) code is VWMYAEQSTOPNVOSUGUS82.

Bankinter, S.A. engages in banking activities and is subject to the laws and regulations applicable
to banks operating in Spain.

In addition to the activities it directly carries out, the Bank is the parent company of a group of
subsidiaries that are dedicated to various activities (mainly banking services, investment
services, asset management and credit cards) and which constitute, together with the Bank,
the Bankinter Group (hereinafter the'Group' or'Bankinter Group'). As a result, the Bankis obliged
to prepare, in addition to its own separate financial statements, the Group's consolidated
financial statements, including investments in joint ventures and associates.

The subsidiaries forming part of Bankinter Group are listed in Note 13 'Business combinations,
investments in joint ventures and associates'.

The terms 'Entity’, 'Group' or 'Bank' used in these annual financial statements refer to the group
comprised of the parent company and its subsidiaries.

The Group's consolidated annual financial statements have been prepared in accordance with
the accounting principles described in Note 5 'Accounting principles and measurement bases
applied.

Bankinter, S.A''s separate balance sheet as at 31 December 2023 and 2022 and the separate
income statement for the years then ended are presented in Appendix IV.

Key highlights for Bankinter Group in the year include the following:

— In2022, Bankinter and Liberty Seguros reached an agreement to jointly carry out their
insurance businesses through Bankinter Liberty Hogar y Auto, S.A., whose main focus
will be marketing car and homeowners' insurance products and services. With this
transaction, which is subject to securing the pertinent authorisations from regulators,
Liberty will acquire 50.01% of Bankinter Hogar y Auto, S.A. from Bankinter and
Bankinter will retain the remaining 49.99%.

The products' design and development will benefit from Liberty Seguros' expertise, and they will
be distributed exclusively through Bankinter's online and offline retail networks in Spain and
Portugal, including EVO Banco. At the end of the reporting period, the company was still not
operating, and the regulatory authorisations required to execute the agreement were still being
processed.

—  During the year, 10,388 million euros drawn down by the Bank from the European
Central Bank's third series of targeted longer-term refinancing operations (TLTRO III)
became due, with 1,294 million euros yet to become due.

— Law 38/2022 set a temporary tax for credit institutions and financial lending
establishments for a period of two years, with the years starting on 1 January 2023
and 1 January 2024. Pursuant to this, Bankinter, S.A. recognised the amount settled
for this tax (77.5 million euros) in 2023. Royal Decree Law 8/2023, of 27 December
(Official State Gazette (BOE) 28/12/2023)), allows for application of the tax to be
extended for another year and for its format to be reviewed for integration into the tax
system during FY 2024 and for there to be consensus and an agreement regarding it,
respectively, with the Basque Country and Navarra. In January 2024, the tax for that
year was recognised, estimated at 95 million euros (note 52).

—  During the year, Perpetual Non-Cumulative Contingent Convertible Additional Tier 1
Preferred Securities were issued for 300 million euros, and straight ordinary
debentures were issued twice, for 500 million euros each time. Their main
characteristics are explained in Note 19, Financial Liabilities, of this report.

—  During the year, Bankinter Consumer Finance, E.F.C. and Sonae SGPS, S.A. signed a
joint business agreement in relation to Portugal's consumer credit market. This
agreement involves the former's acquisition of 50% of Universo, IME, S.A., making both
institutions equal joint owners of the same. The transaction was completed once the
necessary authorisations were obtained from the supervisors. The signed agreement
allows for the future integration of the insurance and credit business generated by
Universo and Bankinter Consumer Finance's open market business in Portugal, subject
to the necessary authorisations being obtained from the pertinent authorities.
Universo, IME, S.A. constitutes a joint business, integrated into the Group's
consolidated financial statements using the share method.
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—  During the year, Relanza Gestion, S.A., the Group's debt collection subsidiary, was sold
to Gescobro Collection Services, S.L.U., one of the biggest debt management
companies and the third insolvency buyer in the Spanish market. Consequently, this
company will now manage collection for the Bank's businesses, which had been the
responsibility of the subsidiary. This is a one-off transaction focused on very
specialised operations, i.e. collection, which require great volumes of portfolios to
achieve optimal efficiency. The impact of this transaction on the Group's income
statement has been a loss of 383 thousand euros.

2. Accounting standards applied

a) Basis of preparation of the consolidated annual financial statements

In accordance with Regulation (EC) No. 1606/2002 of the European Parliament and of the
Council of 19 July 2002, all companies that are governed by the Law of a member state of the
European Union, and whose equity securities are listed on a regulated market of any of the
States that constitute it, must prepare their consolidated annual financial statements in
accordance with the International Financial Reporting Standards (IFRS) that have been
previously adopted by the European Union.

In order to adapt the accounting regime of Spanish credit institutions to the principles and
criteria of the International Financial Reporting Standards adopted by the European Union
regulations (IFRS-EU), the Banco de Espafia published Circular 4/2017, of 27 November, entry
into force scheduled for 1 January 2018.

Bankinter Group's consolidated annual financial statements were authorised for issue by the
Bank's directors (at the meeting of the board of directors held on 21 February 2024) in
accordance with the regulatory framework applicable to the Group, as set out in the Code of
Commerce and other company law, and the International Financial Reporting Standards as
adopted by the European Union, and taking into account Banco de Espafa Circular 4/2017, of
27 November, and subsequent amendments, and other regulations. The consolidated financial
statements will be presented for approval at the Annual General Meeting and it is expected that
they will be approved with modification.

The notes to the consolidated financial statements contain information in addition to that
presented in the consolidated balance sheet, the consolidated income statement, the
consolidated statement of total changes in equity, the consolidated statement of recognised
income and expense and the consolidated statement of cash flows. They contain narrative
descriptions or breakdowns of these statements in a clear, relevant, reliable and comparable
manner.

The Group's consolidated financial statements for 2022 were approved at the Annual General
Meeting held on 23 March 2023.

The accounting policies and methods used in preparing these consolidated financial statements
are the same as those applied in the consolidated financial statements for the previous year,

taking into consideration the Standards and Interpretations that became effective in the current
year.

IFRS 17 'Insurance Contracts' came into force during the year, replacing IFRS 4 'Insurance
Contracts'. The new standard fundamentally changes the accounting for all entities that issue
insurance contracts and investment contracts with discretionary participation features. the
Group's associates Bankinter Seguros de Vida, S.A. de Seguros y Reaseguros and Bankinter
Seguros Generales, S.A. de Seguros y Reaseguros have implemented this standard, with no
significant impact on the Group's financial statements.

Appendix Il describes the changes in standards and Interpretations classified into the following
categories:

— Mandatory standards, amendments and interpretations for all annual periods
beginning on or after 1 January 2023.

— Standards, amendments and interpretations of existing standards that cannot be
adopted early or that have not been endorsed by the European Union.

— Standards, amendments and interpretations that have not yet become effective but
may be adopted early the annual periods beginning on or after 1 January 2024.

b) Accounting principles and measurement standards

These annual financial statements were prepared in accordance with generally accepted
accounting principles and measurement bases, as described in Note 5'Accounting principles and
measurement bases applied. All accounting principles and measurement criteria with a
significant impact on the annual financial statements were applied when drawing them up.

Unless stated otherwise, these annual financial statements are presented in thousands of
euros. The accounting balances have been rounded to present amounts in thousands of euros.
Therefore, amounts appearing in certain tables may not be the exact arithmetic sum of the
figures preceding them.

c¢) Judgements and estimates used

The information included in these consolidated financial statements is the responsibility of the
Group's directors. Estimates were used to measure certain assets, liabilities, revenue, expenses and
obligations, which were made by the Group's senior management and confirmed by the directors.
These estimates relate mainly to:

— impairment losses on certain assets, including the value of real estate collateral and
the definition of significant increase (Notes 10 and 44).

— the useful life attributed to tangible and intangible assets, and the recoverability of
goodwill on consolidation (Notes 14, 15 and 16).

—  the fair value of certain unlisted assets and properties (Notes 43 and 12).
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— the actuarial assumptions used to calculate liabilities post-employment benefit
obligations (Note 27).

—  the calculation of legal and tax-related provisions (Note 20).

Although these estimates were made using the best information available at the end of the
reporting period, future events mike may it necessary to change them in future periods. In
accordance with IAS 8, changes in accounting estimates are made prospectively, with any
effects recognised in the consolidated income statement of the period or periods affected.

d) Basis of consolidation

The definition of the Group is based on prevailing accounting legislation. Investees are all
subsidiaries, joint ventures and associates.

Subsidiaries are entities over which the Group has the ability to exercise control. The Group
controls a company when it is exposed, or has rights, to variable returns from its involvement
with the investee and it has the ability to affect those returns through its power over the
investee. No company in which the Group holds less than 50% is considered a subsidiary.

The financial statements of subsidiaries were fully consolidated. Accordingly, all significant
balances and transactions between consolidated companies have been eliminated in the
consolidation process.

For companies acquired by the Group in the year, only the profit or loss for the period between
the acquisition date and the end of the reporting period is included in the consolidated financial
statements. Similarly, for companies sold by the Group during the year, the profit or loss for the
period between the beginning of the period and the date of disposal is consolidated.

Investees that are not subsidiaries but are jointly controlled by the Group and another company
or companies unrelated to the Group are joint ventures. A joint venture is also a contractual
arrangement whereby two or more entities or venturers carry out transactions or hold assets
so that strategic financial and operating decisions affecting the joint venture require the
unanimous consent of the venturers, provided that these transactions or assets are not
integrated in financial structures other than those of the venturers. In the consolidated financial
statements, the financial information of joint ventures is accounted for using the equity
method.

Associates are companies over which the Group has significant influence. Significant influence
exists generally, but not exclusively, exists when the Group holds, directly or indirectly through
other investees, 20% or more of the voting power of the investee. Investments in associates are
accounted for using the equity method.

Consequently, investments in associates and joint ventures were measured at the percentage
of the Group's interest in their capital adjusted for the dividends received and other equity
eliminations. The Group's share of gains or losses on transactions with associates or joint
ventures is eliminated. If as a result of losses the equity of an associate or joint venture is

negative, the Group's presents the investment in the consolidated balance sheet with a value of
zero, it is required to provide financial support.

In accordance with IAS 36, if there is any evidence of impairment of an investment in a joint
venture or an associate, the carrying amount of the investment is compared with its recoverable
amount, which is the higher of its value in use and fair value plus costs of disposal.

IFRS 3 defines a business combination as a transaction or other event in which an acquirer
obtains control of one or more businesses.

Structured entities are companies designed by the Group so that voting and other rights are not
a determining factor in deciding who controls the entity. Where the Group incorporates these
companies to allow customers access to certain investments or to transfer risks to other
purposes, whether or not it has control over the investee and, therefore, whether or not it
should be consolidated is determined in accordance with current regulations. Note 13 provides
a detail of structured entities.

e) Comparison of information

The information in these notes referring to the previous financial year is presented exclusively
for comparison with the information for the current period.

There are no additional significant matters that may have a material effect on the comparability
of the figures presented in relation to this year with those of the previous year.
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3. Distribution of profit for the year

The proposed distribution of the profit obtained by Bankinter, S.A. during the year ended 31
December 2023 prepared by the Bank's directors and to be submitted for approval at the Annual

General Meeting is as follows:

The distribution of profit obtained by Bankinter, S.A. subsidiaries in the year ended 31
December 2022 approved by their respective Annual General Meetings was as follows:

Proposed distribution of 2022 profit

Thousands of euros

. Profit/(loss) Dividend Reserves
Distribution:
Bankinter Consultoria, Asesoramiento y Atencion Telefdnica, S.A. 82 - 82
Voluntary reserves 300,011
Bankinter Gestion de Activos, S.G.I.I.C. S.A. 39,015 39,015 -
Legal reserve - " L SA 015 e
ISpamarket, >.A. -
Dividends (Note 21) 422,394 I tp A o 11.292) 11.292)
ntermobiliaria, S.A. s - s
Profit distributed 722,405
- - Bankinter Consumer Finance, E.F.C., S.A. 55,447 - 55,447
Profit or loss for the period 722,405 - - - .
- —— Bankinter Sociedad de Financiacién, S.A. 4 - 4
Shareholders at the Annual General Meeting held on 23 March 2023 approved the distribution — : —Ty CARL s s
of 2022 profit, which consisted of earmarking 176,329 thousand euros to 'Voluntary reserves' an !nter nternational Notes, 5. AR.L. (663) (663)
and 280,101 thousand euros to 'Dividends'. Bankinter Investment, S.A.U. 33,019 - 33,018
) ) o o . ) Bankinter Investment SGEIC, S.A. (16) - (16)
Details of the interim dividends distributed and the relevant liquidity statements are set out in —
Relanza Gestioén, S.A. 183 183 -
Note 21.
Bankinter Global Services, S.A. 4,240 4,240 -
The proposed distribution of profit for the year ended 31 December 2023 of Bankinter, S.A. Bankinter Luxembourg, S.A. (4,436) ~ (.436)
subsidiaries is as follows: Bankinter Hogar y Auto, S.A. de Seguros y Reaseguros (1) - (1)
Proposed distribution of 2023 profit Naviera Goya. S.L. (9) - (9)
Thousands of euros Naviera SOrO”a,S.L. (7) - (7)
Profit/(loss) Dividend Reserves Evo Banco, S.A. (18,098) - (18,098)
Bankinter Consultoria, Asesoramiento y Atencién Telefénica, S.A. 493 - 493 Avantcard D.A.C 19,406 - 19,406
Bankinter Gestidn de Activos, S.G.I.I.C. S.A. 41,399 41,399 -
Hispamarket, S.A. 343 - 343 4, Deposit Guarantee Fund and Single Resolution Fund
Int biliaria, S.A. 7,531 - 7,531 . ) . . )
ik erfno Hiana . ( ) ( ) The expense recognised for contributions to the Deposit Guarantee Fund and the Single
Bankinter Consumer Finance, E.F.C., S.A. 55,738 - 55,738 Resolution Fund was recognised under 'Other operating expenses' in the income statement
Bankinter Sociedad de Financiacion, S.A. 86 - 86 (Note 33). The Group makes cash contributions to resolution funds and deposit guarantee
Bankinter International Notes, S.A.R.L. (2,199) - (2,199) systems, and does not apply the payment obligation option.
Bankinter Investment, S.A.U. 25,150 - 25,150
Bankinter Investment SGEIC, SA. 19,757 9832 9925 5. Accounting principles and measurement bases applied
Bankinter Global Services, S.A. 2,789 2,789 - These financial statements have been prepared in accordance with the accounting principles
Bankinter Luxembourg, S.A. 13,816 - 13,816 and measurement bases established by current accounting legislation. Following is a summary
Bankinter Hogar y Auto, S.A. de Seguros y Reaseguros (36) - (36) of the most significant ones:
Naviera Goya. S.L. (14) - (14)
Naviera Sorolla, S.L. (9) - (9)
Evo Banco, S.A. (542) - (542)
Avantcard D.A.C 28,957 - 28,957
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a) Going concern principle

When preparing these annual financial statements, the consideration was that the companies
included in the Group will continue to operate on a going-concern basis. The application of the
accounting standards is therefore not intended to determine the value of equity for the
purposes of its complete or partial transfer or the resulting amount in the event of liquidation.

b) Accruals principle

Except with respect to the consolidated statement of cash flows, these consolidated annual
financial statements have been prepared based on the actual flow of assets and services
regardless of the date of payment or collection.

Interest accrued on both credit and debit transactions with settlement terms in excess of 12
months is calculated using the financial discounting method. In transactions with shorter terms,
interest is accrued indistinctly using the financial discounting or the linear method.

Following general financial practice, transactions are recorded on the date on which they occur,
which can differ from their corresponding value date. This date is used to calculate finance
income and expenses.

c) Foreign currency transactions and balances

The functional and presentation currency for these annual financial statements is the euro.
Accordingly, all balances and transactions in currencies other than the euro are considered to
be denominated in 'foreign currency'.

Balances and transactions in foreign currency are translated to euros using the following rules:

— Monetary assets and liabilities have been converted to euros using the average spot
exchange rates in the currency market at the year-end.

— Non-monetary items valued at historic cost have been converted to euros using the
exchange rates in force on the acquisition date.

— Non-monetary items stated at fair value have been converted to euros using the
exchange rates in force on the date on which the fair value was determined.

— Income and expenses have been converted to euros using the exchange rates in force
on the transaction date (using the average exchange rates for the year for all
transactions carried out during that year). Depreciation and amortisation charges has
been translated to euros at the exchange rate applied to the related asset.

—  Forward currency contracts: These transactions are translated at the rate of exchange
atthereporting date in the forward foreign exchange market, bearing in mind the term
of maturity.

Foreign exchange differences have been recognised in the income statement with the exception
of non-monetary items measured at fair value whose fair value gain or loss is recognised in
equity. The 'Foreign exchange differences [profit or loss], net' section of the income statement

recognises foreign exchange differences when converting to the functional currency. The
foreign exchange differences for financial instruments measured at fair value with changes in
profit and loss are recognised in the same sections as the changes in their fair value.

d) Consolidated statements of cash flows

The indirect method has been used for preparing the statements of cash flows, which contain
the following expressions including the following classification criteria:

Cash flows: inflows and outflows of cash and cash equivalents; such equivalents are as
short-term investments with high liquidity and a low risk of alterations in their value.
Cash and cash equivalents include the balances of 'Cash, cash balances at central banks
and other demand deposits'in the accompanying balance sheet.

Operating activities: typical activities of credit institutions, as well as other activities
that cannot be classified as investment or financing activities.

Investment activities: the acquisition, disposal or use by other means of long-term
assets and other investments not included in cash and cash equivalents.

Financing activities: activities that produce changes in the size and composition of the
shareholders' assets and of the liabilities that do not form part of the operating
activities.

e) Consolidated statement of recognised income and expense

The statement of changes in equity presents the income and expenses generated as a result of
business during the period. A distinction is made between items recognised in profit or loss in
the income statement for the period and other income and expenses recognised directly in
consolidated equity, in accordance with prevailing regulations.

Therefore, this statement presents:
a) Consolidated profit or loss for the period.

b) The net amount of income and expenses temporarily recognised as valuation
adjustments in consolidated equity.

c¢) The net amount of income and expenses definitively recognised in consolidated
equity.

d) Income tax accrued on items indicated in b) and c) above, except for the
valuation adjustments arising from investments in associates or joint ventures
accounted for using the equity method, which are shown net.

e) Total consolidated recognised income and expenses, calculated as the sum of the
preceding points, showing the amount attributable to the parent company and
amount attributable to minority interests (non-controlling interests) separately.
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The amount of income and expenses related to companies accounted for using the equity
method and recognised directly in equity are presented in this statement, regardless of their
nature, under 'Entities accounted for using the equity method'.

Changes in income and expense recognised in equity as valuation adjustments are broken down
into:

Valuation gains (losses): records the amount of income recognised directly under
consolidated equity, net of expenses arising during the year. The amounts recognised
during the period in this item remain in this item, even if in the same period they are
transferred to consolidated profit or loss or reclassified to another item.

Amounts transferred to profit or loss: records the amount of valuation gains or losses
previously recognised under consolidated equity, even if in the same year, that are
recognized in the consolidated income statement.

Amount transferred to the initial carrying amount of the hedged items: Records the
amount of valuation gains or losses previously recognised under consolidated equity,
even if in the same year, that are recognised in the initial value of assets or liabilities
as a result of cash flow hedges.

Other reclassifications: includes the amount of the transfers made in the period
between valuation adjustment items, in accordance with the criteria established in the
prevailing legislation.

The amounts of these items are presented gross, showing the relevant tax effect in Income tax’
except for the items relating to valuation adjustments for entities accounted for using the equity
method, as indicated above.

f) Consolidated statement of total changes in equity

The statement of changes in equity presents all changes in equity, including those arising from
changes in accounting policies and corrections of errors. This statement therefore shows a
reconciliation of the carrying amount at beginning and end of the period relating to all items in
equity, grouping together changes based on their nature into the following items:

Effect of changes in accounting policies and error corrections: which includes the
changes in equity that arise as a result of the retroactive restatement of the balances
in the financial statements originating from changes in accounting policies or error
corrections.

Total comprehensive income for the year: includes, in aggregate, the total of the items
recorded in the statement of recognised income and expense indicated above.

Other changes in equity: reflects the rest of the items recognised under equity, such
as increases or decreases in the appropriation fund, distribution of earnings,
transactions involving treasury shares, payments involving equity instruments,
transfers between equity items and any other increase or decrease in equity.

g) Recognition, measurement and classification of financial instruments

Financial assets and liabilities are recognised when the entity becomes party to the contractual
provisions of the instrument.

Financial assets

In general, financial assets are initially measured at their fair value. Unless there is evidence to
the contrary, the fair value of a financial instrument and initial recognition is the transaction
price. For instruments without an active market, the transaction price is used in the initial
recognition unless there is evidence from the specific terms of the instrument in the transaction
that its fair value is represented by another value.

Fair value is understood as the price that would be received to sell a financial asset or paid to
transfer a financial liability in an orderly transaction between market participants at the
measurement date. The best evidence of the fair value is the quoted price in an active market,
which is an organised, transparent and deep market.

To estimate the fair value of specific financial assets with no market price, valuation techniques
are used that must have the following characteristics:

—  They shall be the most consistent and suitable techniques and they shall incorporate
observable market data, such as: recent transactions of other instruments that are
substantially the same; discounted cash flows and market models for valuing options.

—  They shall be techniques that provide the most realistic estimate on the price of the
instrument, and preferably, they shall be those which, usually, use participants in the
market when valuing the instrument.

— They shall maximise the use of observable market data, limiting the use of
unobservable data as much as possible. The measurement method shall be applied
over time so long as the reasons for choosing it do not change. In any event, the entity
must regularly assess the valuation technique and examine its validity by using
observable prices from recent transactions and from current market data.

—  Consideration will be made of factors such as the temporary value of money, credit
risk, the exchange rate, equity instrument prices, volatility, liquidity, the risk of early
repayment and administration costs, among others.

Financial asset not at fair value through profit or loss are measured at fair value plus or minus
transaction costs that are directly attributable to the acquisition or the issue of the financial
asset. For financial instruments at fair value through profit or loss, any directly attributable
transaction costs will be recognised immediately in profit or loss.

Financial assets will be classified, for measurement purposes, into the following categories:
a) Financial assets at amortised cost.
b) Financial assets at fair value through other comprehensive income.

c) Financial assets required at fair value through profit or loss:
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d) Financial assets held for trading.
e) Non-trading financial assets mandatorily at fair value through profit or loss.
f)  Financial assets designated at fair value through profit or loss.
g) Derivatives - hedge accounting.
h) Investments in subsidiaries, joint ventures and affiliated businesses.
This decision will be taken on the basis of:
1. The business model for managing the financial assets, and
2. The contractual cash flow characteristics of the financial asset.
1.- Business model:

Abusiness model refers to how the financial assets are managed in order to generate cash flows.
It is determined based on the principles and structures followed by senior management, in
addition to how these are reflected in the day-to-day management of individual portfolios. An
assessment is performed at portfolio and not individual level, and consideration is given as to
how management manages portfolios (collection of cash flows, sale of assets or both).

There are three different business models:
= Traditional business model to collect contractual cash flows.
= Mixed model to both collect contractual cash flows and sell.
= Trading business model to obtain capital gains on the sale.

Under certain relevant circumstances, the Entity may decide to change the definitions of
business models. These changes in business models may involve prospective reclassifications
between accounting portfolios of the affected assets, with effective date from the first business
day of the next financial reporting period. The change in model must comply with the
requirements of IFRS 9: a) infrequent; b) change of management determined by the competent
governing body; and c) originated by external factors with a relevant, observable impact.

2.- Contractual cash flow characteristics:

Analysis of cash flows collected aims to specify whether the cash flows to be received with the
financial asset analysed meet the 'solely payments of principal and interest' (SPPI test) criterion.
Accordingly, 'principal' is the fair value of the financial asset at initial recognition and 'interest' is
the consideration for the time value of money, the credit risk associated with the principal
amount outstanding during a specific period of time, and other financing or administrative costs,
plus a profit margin. On initial recognition of a financial instrument, itis assessed to see whether
it passes the SPPI test. Contractual terms with a minimal or unlikely impact on cash flows of a
financial instrument do not imply failure to pass the SPPI test.

When assessing criteria for passing the SPPI test, the contractual cash flow analysis process
considers all financial assets, so no exceptions have been made in the materiality analysis. When

there are contractual conditions that could have an impact on passing the SPPI test, a
benchmark analysis is performed to verify that the impact of these conditions on cash flows is
not significant, specifically, that it is less than 5%.

This situation has only become apparent in financial assets (loans) where the term of the
reference interest rate differs from the repricing term of the benchmark (e.g. a loan at a 12-
month Euribor interest rate that reprices every 6 months). In these situations, the contractual
flows of the financial asset have been analysed, and they have been compared with those of a
similar instrument in which the benchmark term matches its repricing term, to verify that the
cumulative difference between the two is no more than 5%. The aggregate amount of the
financial assets affected is not material.

The following two conditions have to be met for a financial asset to be classified in the financial
assets at amortised cost portfolio, for valuation purposes:

a) The financial asset is held within a business model whose objective is to hold financial
assets in order to collect contractual cash flows (Traditional business model) and,

b) The contractual terms of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount outstanding.

The amount at which the financial asset is measured at initial recognition minus the principal
repayments, plus or minus the cumulative amortisation using the effective interest method of
any difference between that initial amount and the maturity amount and, for financial assets,
adjusted for any loss allowance. The effective interest rate method is used in the calculation of
the amortised cost of a financial asset and in the allocation and recognition of the interest
revenue or interest expense in profit or loss over the relevant period.

The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial asset to the gross carrying amount of a
financial asset, without considering expected credit losses. The calculation includes all fees,
transaction costs and all other premiums or discounts that are an integral part of the return or
effective cost of the instrument.

Afinancial asset must be classified in the portfolio of financial assets at fair value through other
comprehensive income if the following conditions are met:

a) Thefinancial assetis held within a business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets (Mixed' Business Model),
and

b) the contractual terms of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount outstanding.

A financial asset must be classified in the portfolio of financial assets at fair value through profit
or loss provided that, due to the business maodel chosen for managing the asset and the
contractual cash flow characteristics, it cannot be measured at amortised cost or at fair value
through other comprehensive income.
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In this portfolio, regular purchases and sales are recorded using the settlement date.

In addition, the portfolio of financial assets at fair value through profit or loss must necessarily
include in the trading portfolio all assets that meet the following conditions:

a) They are originated or acquired for the purpose of realising them in the short term.

b) They are part of a group of identified financial instruments that are managed together
for which there is evidence of a recent pattern of short-term profit taking.

¢) They are derivative instruments that do not meet the definition of financial guarantee
contracts and have not been designated as hedging instruments.

Nonetheless, the entity may make an irrevocable election on initial recognition to include
specific investments in equity instruments in the portfolio of financial assets at fair value
through other comprehensive income that otherwise would be measured at fair value through
profit or loss.

The entity may also irrevocably designate a financial asset as measured at fair value through
profit or loss at initial recognition if by doing so it eliminates or significantly reduces a
recognition inconsistency (also referred to as an ‘accounting mismatch’) that would otherwise
arise from measuring assets or liabilities or recognising gains and losses on them on different
bases.

As previously indicated, after initial recognition, the entity will measure financial assets at
amortised cost, at fair value through other comprehensive income, at fair value through profit
or loss, or at cost, depending on their classification.

Investments in subsidiaries, joint ventures and associates are measured at cost less any
cumulative impairment losses estimated.

Financial liabilities

Financial liabilities are classified for measurement purposes into one of the following categories:
a) Financial liahilities held for trading.
b) Financial liabilities designated at fair value through profit or loss.
¢) Financial liabilities at amortised cost.

d) Derivatives-hedge accounting, which includes financial derivatives acquired or issued
by the Entity that qualify for hedge accounting.

Financial liahilities at amortised cost are measured in the same way as financial assets at
amortised cost. By default, the entity shall classify financial liabilities in the portfolio of financial
liabilities at amortised cost, except under any of the circumstances for classifying them under
another portfolio, as described below

The portfolio of financial liabilities held for trading shall include all financial liabilities having any
of the following characteristics:

a) They areissued with an intention to repurchase them in the near term.
b) They are short positions on securities.

¢) Theyare part of portfolio of identified financial instruments that are managed together
for which there is evidence of a recent pattern of short-term profit taking.

d) They are derivative instruments that do not meet the definition of financial guarantee
contracts and have not been designated as hedging instruments.

The mere fact that a financial liability is used to finance trading activities does not mean that it
will be included under this category.

The portfolio of financial liabilities designated at fair value through profit or loss will include
financial liabilities that meet one of the following conditions:

a) Theyhave been irrevocably designated as measured at fair value at initial recognition.
Afinancial liability can only be designated irrevocably if:

— itis hybrid financial instrument and meets certain conditions.

— if doing so eliminates or significantly reduces a measurement or recognition
inconsistency (accounting mismatch) that would otherwise arise from
measuring assets or liabilities or recognising the gains and losses on them on
different bases; or

— when doing so results in more relevant information, because a group of financial
liabilities, or financial assets and liabilities is managed and its performance is
evaluated on a fair value basis in accordance with a documented risk
management or investment strategy, and information about the group is
provided on that basis to the entity's key management personnel.

b) They were designated at, or subsequent to, initial recognition by the end as a hedged
item to manage credit risk by using a credit derivative that is measured at fair value
through profit or loss.

After initial recognition, the entity shall measure a financial liability at amortised cost or at fair
value through profit or loss.

Equity instruments

Afinancial instrument is an equity instrument if, and only if, the two conditions a) and b) below
are met:

a) Theinstrument does not include a contractual obligation:
(i) to deliver cash or another financial asset to another entity; or

(ii) to exchange financial assets or financial liabilities with another entity under
conditions that are potentially unfavourable to the issuing entity.

b) If the instrument will or may be settled in the issuer's own equity instruments, and is:
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(i) anon-derivative instrument that carries no contractual obligation for the issuer
to deliver a variable number of its own equity instruments; or

(ii) a derivative instrument that will only be settled through the exchange by the
issuer of a fixed amount of cash or another financial asset for a fixed number of
its own equity instruments.

A contractual obligation, including any that arises from a derivative financial instrument that
gives rise or may give rise to future receipt or delivery of the issuer's own equity instruments,
shall not be considered an equity instrument if it does not meet conditions (a) and (b) above.

h) Recognition of income and expenses

Interest income, interest expenses and similar items are generally recognised on an accrual
basis using the effective interest rate method. The calculation includes all fees, transaction costs
and all other premiums or discounts that are an integral part of the return or effective cost of
the instrument.

Dividends received from other entities are recorded as income where the entity's right to receive
payment is declared.

Fees and commissions paid or received for financial services, however denoted contractually,
are classified in the following categories, which shall determine their recognition in the income
statement:

I.  Credit fees and commissions, which are an integral part of the effective cost or yield of
a financial transaction and are recognised in the income statement over the expected
life of the transaction as an adjustment to its cost or effective yield. These include asset
product arrangement and analysis fees and commissions, overdrawn credit fees and
overdraft fees and commissions on liability accounts.

Il. Non-credit fees, which are those derived from the provision of financial services other
than financing transactions and can arise in services rendered over a period of time and
in services rendered in a single act.

Income and expenses are generally recognised in the income statement in accordance with the
following criteria:

I.  Those related to financial assets and liabilities measured at fair value through profit or
loss are recorded upon settlement.

ll. Those related to transactions or services performed over a period of time are
recognised over the period of related transactions or services.

lll. Those related to a transaction or service provided in a single act are recognised when
the single act is carried out.

Non-financial income and expenses are recognised on an accrual basis. Receipts and payments
deferred over periods greater than one year are recognised at the present value of the
discounted cash flows at market rates.

Tax charges and obligations are recognised when the event that triggers payment takes place.

i) Impairment of financial assets

Debt instruments and off-balance-sheet exposures

Impairment losses for the period on debt instruments are recognised as an expense in the
income statement. Impairment losses on debt instruments at amortised cost are recognised
through an allowance account that reduces the carrying amount of the asset, while those on
debt instruments at fair value through other comprehensive income are recognised in
'Accumulated other comprehensive income'.

Subsequent reversals of previously recognised impairment losses are recognised as income in
the income statement for the period.

Expected credit losses relate to the difference between all contractual cash flows that are due
to the entity in accordance with the financial asset contract and all the cash flows that the entity
expects to receive discounted at the original effective interest rate, or a reasonable
approximation thereof, or the credit-adjusted effective interest rate for purchased or originated
credit-impaired financial assets.

Future estimated cash flows from a debt instrument consist of all principal and interest amounts
that the entity estimates it will obtain over the life of the instrument. This estimate takes into
consideration all relevant information available at the date of preparation of the financial
statements that provides updated and reliable information regarding the possible future
collection of the contractual cash flows. Also, in estimating the future cash flows of instruments
supported by collateral, the flows that would be obtained from foreclosure on the collateral less
the costs of obtaining and selling the collateral, irrespective of whether enforcement of the
collateral is probable.

Credit exposures are classified, in accordance with their credit risk, into one of the following
categories:

1) Performing exposures (Stage 1)

2) Underperforming exposures (Stage 2)
3) Non-performing exposures (Stage 3)
4) Write-offs

At initial recognition, purchased or originated credit-impaired financial assets, such as those
purchased at a large discount that reflects credit losses, are classified as non-performing
exposures. The expected credit loss on the purchase or origination of these assets will not be
included in the loss allowance or the gross carrying amount at initial recognition. Irrespective of
how they are subsequently categorised, when the entity purchases or originates a credit-
impaired financial asset, it recognises the cumulative changes in credit losses from initial
recognition as a loss allowance and interest income on these assets by applying the credit-
adjusted effective interest rate to the amortised cost of the financial asset.
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Expected credit losses are determined and assigned individually to each instrument. Models
that provide estimates of the probability of default (PD), loss given default (LGD) and the
exposure at default (EAD) are used, depending on the specific situation of each of the exposures
and their obligors, which enables a collective estimate of expected losses to be made available
on a daily basis. However, in Stages 2 and 3, an individualized evaluation of the instruments
considered significant is carried out on a systematic basis. Conversely, in the case of Stage 1
and also for non-significant exposures in Stages 2 and 3, the use of expert analysis may
exceptionally be triggered when certain results provided by the models are deemed inadequate
in the monitoring of the collective estimation.

Further information on this point is provided in Note 44, Risk Policies and Management. Equity
instruments: Joint ventures and associates

The entity recognises impairment losses on investments in joint ventures and associates
whenever there is objective evidence that the carrying amount of the investment is not
recoverable. The amount of impairment losses will be the difference between the carrying
amount of the instrument and its recoverable amount. The recoverable amount is the higher of
fair value less costs of disposal and value in use.

For these purposes, the entity will estimate the value in use of an investment as:

a) the present value of its share of the cash flows expected to be generated by the
investee, which will include both those from ordinary activities and from the gains or
losses on its sale or disposal, or

b) the presentvalue of the cash flows expected to be received by the investee in the form
of dividends and those relating to the sale or disposal of the investment.

Impairment losses are recognised immediately as an expense in profit or loss for the period in
which they occur. Subsequent reversals of previously recognised impairment losses are
recognised immediately as income in profit or loss.

There is objective evidence that equity instruments are impaired when an event (or the
combined effect of several events) occurs after their initial recognition that indicates that their
carrying amount is no longer recoverable. The bank will use all the information available on the
performance and operations of its investee in order to determine whether there is objective
evidence of impairment.

j) Financial derivatives

The entity uses financial derivatives traded on organised markets or bilaterally with organised
off-market counterparties (OTC) both in its own transactions and in transactions with the
customer wholesale or retail segments.

The entity enters into derivatives to arrange hedges, actively manage other financial assets and
liabilities, or benefit from changes in their prices. Financial derivatives which cannot be classified
as hedges are classified as trading derivatives.

Derivatives with an active market are measured based on the quoted price in that market. If, for
exceptional reasons, their quoted price cannot be established on a given date, similar methods
to those used to measure financial derivatives not traded in organised markets are used.

Derivatives without a market, or for which a market with little activity exists, are valued following
the most consistent and adequate financial methods, maximising the use of observable data
and taking into consideration any factor that a market participant would evaluate, such as: a)
recent transactions of other instruments that are substantially the same; b) discounted cash
flows; and c) market models for valuing options. The techniques applied are those used by the
market participants which provide the most realistic estimate of the price of the instrument.

On initial recognition, all financial derivatives are recognised at their fair value. The best
evidence of the fair value of a financial instrument at initial recognition is normally the
transaction price. If an entity determines that the fair value at initial recognition differs from the
transaction price, it shall account for that instrument at that date as follows:

a) Ifthatfairvalueis evidenced by a quoted price in an active market for an identical asset
or liability (i.e. a Level 1 input) or based on a valuation technique that uses only data
from observable markets, the entity recognises the difference between the fair value
at initial recognition and the transaction price as a gain or loss.

b) In all other cases, the difference between the fair value at initial recognition and the
transaction price is deferred, recognising that deferred difference as a gain or loss only
to the extent that it arises from a change in a factor (including time) that market
participants would take into account when pricing the asset or liability.

Bankinter does not carry out relevant transactions with derivative instruments whose fair value
at initial recognition differs from the transaction price.

The entity has elected to maintain the hedge accounting of the previous accounting standards
under International Accounting Standard 39 (IAS 39), until the new standard on the hedging
framework is issued.

A derivative may be designated as a hedging instrument only if it meets the following criteria:

I. It can be designated in its entirety as a hedging instrument, even when only for a
proportion of its entire, except for options, in which case the change in its intrinsic
value may be designated as a hedging instrument excluding the change in its time
value or the value of forward contracts, which may be designated as such for the
difference between the spot prices and forward prices of the underlying asset.

il. Itis designated as a hedge for the entirety of its remaining term.

iii. For a hedge of more than one risk, provided the different risks hedged can be clearly
identified, and each part of the instrument can be designated as a hedge of specific
hedged items and the effectiveness of the different hedges can be demonstrated.

The effectiveness of the hedge of derivatives defined as hedges is duly documented through
effectiveness testing, which is the tool that tests that the differences arising from fluctuations
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in market prices between the hedged item and its hedge remain within reasonable parameters
throughout the life of the transactions, thereby fulfilling the predictions established at the time
they were entered into. If this is not the case at any time, the related transactions in the hedge
group would be considered trading hedges and duly reclassified in the balance sheet.

The entity enters into fair value and cash flow hedges:

—  Micro hedges or individual hedges (for which there is a specific identification of hedged
instruments and hedging instruments) cover the exposure to changes in the fair value
or the cash flows relating to the hedged item. In the case of fair value hedges, the gain
or loss arising on measurement of both the hedging instruments and the hedged items
is recognised immediately in profit or loss. For cash flow hedges, the (effective) portion
of the gain or loss on the hedging instrument will be recognised temporarily in an item
of 'Accumulated other comprehensive income' in equity. The ineffective portion of the
gain or loss on the hedging instrument is recognised immediately in profit or loss.

—  Portfolio hedges of interest-rate risk (also known as'macro-hedges') are those in which
the interest-rate risk exposure of a certain amount of financial assets or financial
liabilities that make up a set of financial instruments in the portfolio is hedged;
however, specific instruments are not hedged. For fair value portfolio hedges of
interest rate risk that are highly effective, the gain or loss arising from measuring
hedging instruments is recognised immediately in profit or loss. For the hedged
amount, the gain or loss arising on measurement is recognised directly in the income
statement using as a balancing entry in 'Fair value changes of the hedged items in
portfolio hedge of interest rate risk' on the asset or liability side if the hedged amount
relates to financial assets or financial liabilities. For cash flow portfolio hedges of
interest rate risk, the effective portion of the change in value of the hedging
instrument is recognised temporarily in equity under ‘Accumulated other
comprehensive income' until the forecast transactions occur, when it is recognised in
profit or loss. The ineffective portion is recognised directly in profit or loss.

k) Transfers and derecognition of financial instruments

Transfers of financial instruments are accounted for taking into account the way in which the
transfer of the risks and rewards associated with the financial instruments transferred occurs,
based on the following criteria:

I.  If the risks and rewards are substantially transferred to third parties, such as in the
case of unconditional sales, sales with a repurchase agreement at its fair value at the
repurchase date, sales of financial assets with a purchased call option or written put
option thatis deeply out of the maney, securitisations of assets in which the transferor
does not retain a subordinated debt or grants any credit enhancement to the new
holders, etc., the financial instrument transferred is derecognised, and any rights or
obligations retained or created as a result of the transfer are simultaneously
recognised.

il. If the risks and rewards associated with the financial instrument transferred are
substantially retained, such as in the case of sales of financial assets with an

agreement to repurchase at a fixed price or at the sale price plus interest, a securities
lending agreement in which the borrower undertakes to return the same or similar
assets, etc., the financial instrument transferred is not removed from the balance
sheet and continues to be measured using the same criteria as before the transfer.
However, the related financial liability is recognised for an amount equal to the
consideration received, which is subsequently measured at amortised cost. The
income from the financial asset transferred but not derecognised and the expenses
incurred on the new financial liability are recognised directly in profit or loss.

iil. If the entity neither transfers nor retains substantially all the risks and rewards of
ownership of the transferred financial instrument, such as in the case of sales of
financial assets with a purchased call option or written put option that is not deeply in
or out of the money, securitisations in which the transferor assumes a subordinated
debt or another type of credit enhancement for a portion of transferred asset, etc., a
distinction is made between:

If the entity does not retain control of the transferred financial instrument, in which
case itis derecognised and any right or obligation retained or created in the transfer is
recognised.

If the entity retains control of the transferred financial instrument, it continues to
recognise it for an amount equal to its exposure to changes in value and recognises a
financial liability related to the transferred financial asset.

The net amount of the transferred asset and of the related liability will be the amortised cost of
the rights and obligations retained, if the transferred asset is measured at amortised cost, or
the fair value of the rights and obligations retained, if the transferred asset is measured at fair
value.

Therefore, financial assets are only removed from the balance sheet when the cash flows that
are generated have been extinguished or when the risks and rewards of ownership have been
substantially transferred to a third party. Similarly, financial liabilities are only removed from
balance sheet when the obligations they generate have been extinguished or when they are
acquired for the purpose of cancelling or reselling them.

When the transferred financial asset is completely eliminated from the balance sheet, the
income statement will recognise the difference between its carrying amount and the sum of: a)
the payment received, including any new asset obtained less any liability assumed, and b) any
accumulated profit or loss recognised directly as ‘Other cumulative comprehensive income’
within equity attributable to the transferred financial asset.

According to accounting regulations, under certain circumstance, amending a contract may lead
to the source account being derecognised from the balance sheet and the destination
accounting being considered a 'new' transaction. This paragraph is generally interpreted as
meaning that the recognition and derecognition from the balance sheet is justified from a
substantial change of the financial instrument's conditions.
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Consequently, the Bank's internal procedures set out that refinancing and restructuring can be
considered new transactions only if the following conditions are met simultaneously, duly
justified:
a) Non-performing transactions are refinanced or, otherwise, the new refinancing
transaction is reclassified as non-performing exposure.
b) The contract's terms are changed substantially. This includes:
= Adding parties that substantially change the transaction's risk profile

= Presenting additional guarantees that substantially improve the recovery
expectations in case of default

» Refinancing is the result of court or bankruptcy proceedings that result in debt
settlement and a sustainability agreement relating to part of the debt.

1) Tangible assets

As a general rule, tangible assets are measured at cost less accumulated depreciation and any
impairment losses.

Depreciation is calculated systematically on a straight-line basis or using the sum-of-the-years'
digits method, applying the years of estimated useful life of the various items to the cost of the
assets less their residual value. The land on which the buildings and other constructions are
located is understood as having an indefinite life and, therefore, not depreciated. The annual
depreciation charge for tangible assets is recognised in profit or loss calculated based on the
estimated useful life of the related asset, which coincides with the legal minimums:

Depreciation method

Properties

Straight line over 50 years

Fixtures and fittings and other

Straight line between 6 and 12 years

Computer equipment

Straight line up to 4 years

The entity reviews the depreciation period and method for each of its tangible assets at least at
the end of the reporting period.

The costs of conservation and maintenance of property, plant and equipment that do not
improve their use or lengthen the asset's useful life are recognised in profit or loss when they
areincurred.

The entity assesses at each reporting date whether there is any internal or external indication
that the net value of its tangible assets exceeds their recoverable amount. If so, the entity
reduces the carrying amount of the asset to its recoverable amount and adjusts the future
depreciation charges in proportion to the adjusted carrying amount and the new remaining
useful life, where it must be re-estimated. When there are indications of a recovery in the value
of an asset, the entity recognises the reversal of the impairment loss recognised in previous
periods and adjusts the future depreciation charges. The reversal of the impairment loss on an

asset may not raise its carrying amount above that which it would have if no impairment losses
had been recognised in prior years.

'Investment property' in the balance sheet includes the net value of land, buildings and other
constructions that are owned or held under lease to earn rentals or for capital appreciation, or
both. There are no restrictions on realising investment property in the market.

The criteria applied for recognising the cost of acquiring investment property, its depreciation,
the estimation of useful lives and the recognition of potential impairment losses are the same
as those described above.

m) Intangible assets

Intangible assets are identifiable non-monetary assets without physical appearance that arise
as a result of a legal business or have been developed internally. Only those intangible assets
whose cost can be estimated in a reasonably objective manner, those that are separable, and
those for which it is probable that the expected future benefits will flow to the consolidated
entities are recognised.

Intangible assets are recognised initially at cost of acquisition or production and subsequently
measured at cost less any accumulated amortisation and any subsequent impairment losses.

Goodwill

Differences between the cost of investments in the equity of consolidated entities and
companies accounted for using the equity method and other types of business combinations
and the acquisition-date fair values of the net assets acquired and liabilities assumed, adjusted
by the percentage interest acquired in those net assets and liabilities in the event of a purchase
of shareholdings, are recognised as follows:

1. Allocating them to specific assets and liabilities of the companies or businesses
acquired, by increasing the value of the assets or reducing the value of the liabilities.

2. Allocating them to specific intangible assets by recognising it explicitly in the
consolidated balance sheet.

3. Recognising any excess of the acquisition price over this fair value as goodwill in
'Intangible assets - Goodwill' on the asset side of the consolidated balance sheet. In
acquisitions of investments in associates or joint ventures accounted for using the
equity method, any goodwill arising on acquisition is recognised as forming part of the
value of the investment and not individually under 'Intangible assets - Goodwill'

4. Negative differences between the acquisition cost less the fair value are recognised
once the measurement process has been reviewed as income in the consolidated
income statement under 'Negative goodwill recognised in profit or loss'.

Positive goodwill (excess between the acquisition price of an investee or business and the fair
value of the net assets, liabilities and contingent liabilities acquired from that company or
business) - which is only recognised in the consolidated balance sheet when they have been
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acquired for consideration - therefore represent prepayments made by the acquirer of the
future economic benefits arising from the assets of the entity or business acquired that are not
individually and separately identifiable and recognisable.

Impairment losses on goodwill recognised in 'Intangible assets - Goodwill cannot be
subsequently reversed.

According to IFRS 3, goodwill should not be amortised and instead the acquirer should test
goodwill for impairment annually, or more frequently, if events or changes in circumstances
indicate that it might be impaired.

Other intangible assets

Intangible assets other than goodwill are recognised in the balance sheet at acquisition or
production cost net of any accumulated amortisation and any impairment losses.

Intangible assets may have an 'indefinite useful life' when, based on an analysis of all relevant
factors, there is not foreseeable limit to the period over which the asset is expected to generate
net cash flows for the entity; or a finite useful life' in all other cases.

Intangible assets with an indefinite useful life are not amortised, although at each reporting date
the assets' respective remaining useful lives are reviewed in order to ensure that they are still
indefinite and, if thatis not the case, take appropriate action. At the end of the last two reporting
periods, there were no intangible assets with an indefinite useful life other than goodwill.

Intangible assets with a finite life are amortised on a straight-line basis over their life. The annual
amortisation of intangible assets with a finite useful life is recognised under 'Depreciation'in the
income statement. The useful life of software recorded as an intangible asset is estimated based
primarily on expected usage, typical product life cycles and obsolescence, industry stability,
maintenance costs, historical experience and market peers. Accordingly, the entity's accounting
policies classify activated software into three categories: architecture and structural software
(with useful lives between 10 and 15 years), software developed in banking applications (with
useful lives between 10 and 15 years) and digital software (with useful lives between 3 and 5
years).

For intangible assets with an indefinite or finite useful life, any loss of recognised value due to
their impairment is recognised against the income statement. The assessment of impairment
is carried out at each reporting date by estimating recoverable amount. If the recoverable
amount is less than the net cost recognised, the related impairment loss is recognised in the
income statement. The criteria for the recognition of impairment losses on these assets and,
where applicable, of the recoveries of the impairment losses recorded in prior periods are similar
to those applied tangible assets for own use.

n) Leases

Lease contracts are presented on the basis of the economic substance of the transaction
regardless of its legal form:

I.  Aleaseis classified as a finance lease when it transfers substantially all the risks and

rewards incidental to ownership of the asset that is the subject of the lease.

When the entity is lessor, the sum the present values of the payments receivable from the
lessee during the term of the lease plus any guaranteed residual value, normally the
exercise price of the purchase option by the lessee on expiry of the least, is recognised as
finance granted to third parties, so itis included under 'Loans and receivables'in the balance
sheet in accordance with the nature of the lessee.

When the Group is the lessee, it recognises the cost of the leased asset in the balance sheet
based on the nature of the asset that is the subject of the lease and, simultaneously, a
liability for the same amount, which is the lower of the fair value of the leased asset or the
sum of the present value of the lease payments accruing to the lessor plus, where
appropriate, the exercise price of the purchase option. These assets are depreciated using
the same criteria as those applied to all tangible assets for own use.

Lease contracts that are not considered finance leases are classified as operating
leases.

When the entity acts as lessee, it recognises the cost for acquiring the leased assets
under 'Tangible assets'. These assets are depreciated according to the policies adopted
for similar tangible assets for own use and the income from the lease contracts is
recognised in the income statement on a straight-line basis.

Leases where the entity is lessee are treated as follows:

No distinction is made between operating and finance leases. All leases (with certain
exceptions) must be recognised as right-of-use assets in the lessee's balance sheet
with a lease liability measured at the present value of the expected lease payments
over the term that it is reasonably certain that the lease will be in force. The discount
rate is the interest rate implicit in the lease or, if it cannot be determined, the lessee's
incremental borrowing rate. The entity calculates this incremental borrowing rate
based on the quoted debt instruments issued by the entity.

The leased asset is depreciated from the commencement date to the end of the lease,
while the lease liability shall be treated similarly to a financial liability, i.e. increasing
the carrying amount to reflect the interest on the lease liability, reducing the carrying
amount to reflect the lease payments made, and remeasuring the carrying amount to
reflect any reassessment or lease modifications or to reflect revised in-substance fixed
lease payments.

Lessees are not required to apply the standard to leases of intangible assets, short-
term leases (i.e. with a lease term of 12 months or less), and leases for which the
underlying asset is of low value (less than 5,000 euros) and can recognise them as an
expense.

In determining the lease term, management considers all the relevant facts and
circumstances the create an economic incentive for the lessee to exercise an option to
extend and not an option to terminate the lease. Options to extend (or periods beyond
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options to terminate) are only included in the lease term if it is reasonably certain that
the lease will be extended (or not terminated).

The entity assesses at each reporting date whether there are indications of
impairment of right-of-use assets using the same criteria as for tangible assets.

o) Non-current assets and disposal groups classified as held for sale

Non-current assets held for sale are assets whose carrying amount will be recovered principally
through sale, provided that they are available for immediate sale and this is highly probable.

Foreclosed assets or assets received in payment of debt are assets that the entity receives from
its borrowers or other debtors as payment, in full or in part, of financial assets representing
receivables from them, and that are classified as 'Non-current assets and disposal groups
classified as held for sale'.

Non-current assets held for sale are recognised at the lower of their fair value less costs to sell
and their carrying amount and they are not depreciated.

The estimation of the fair value of real estate assets foreclosed or received in payment of debt
atthe time of the foreclosure or receipt must use, as a reference value, the market value granted
by means of a complete individual appraisal. Subsequent to the foreclosure or receipt, the
reference value used to estimate the fair value should be updated, at least annually. Automated
valuation methods may be combined with complete individual appraisals, with the latter carried
out at least every three years.

In the process of estimating the fair value of the asset foreclosed or received in payment of debt,
an assessment is carried out as to whether it is necessary to apply to the reference value a
discount derived from the specific conditions of the assets, such as their location or state of
conservations, or the markets for these assets, such as declines in the volume or level of activity.
In this assessment, the entity will take into account its sales experience and the average time
that similar assets remain on balance sheet.

The entity has its own methods to estimate the discounts applicable to the reference value and
the costs to sell of the assets foreclosed or received in payment of debt, taking into account its
experience of sales of similar assets, in terms of time scales, prices and volumes, and trends in
the time the asset has remained on its balance sheet. These methods are developed within the
framework of internal models for collective estimation risk allowances. Nonetheless, losses on
foreclosed assets are calculated on an individual basis where assets that remain on the balance
for longer than period than initially expected for their sale.

Impairment losses on non-current assets held for sale are recognised in 'Profit or loss from non-
current assets and disposal groups classified as held for sale not qualifying as discontinued
operations' in the income statement. Recoveries in value are recognised in the income
statement up to an amount equal to the previously recognised impairment losses.

Consideration of an operation as discontinued requires changes in the accounting policies
applied to the operation and in its presentation in the balance sheet and income statement:

— Assets that comprise the discontinued operation are presented separately in the
balance sheet under 'Non-current assets and disposal groups classified as held for sale'
and the liabilities are presented under 'Liabilities included in disposal groups classified
as held for sale'. The amounts of these items recognised in 'Other comprehensive
income'in equity are classified under'Non-current assets and disposal groups classified
as held for sale'. The presentation criteria will not be applied retrospectively in the
comparative balance sheets included in the annual financial statements.

— The income and expenses, regardless of their nature, arising from the discontinued
operation in the reporting period, even if it arises before this classification, are
presented, net of tax, in the income statement as a single item in 'Profit or loss after
tax from discontinued operations', along with the gains or losses on the disposal.

— In the income statement included in the financial statements for purposes of
comparison, the net amount of all income and expenses of the discontinued operation
for the prior period is included in 'Profit or loss after tax from discontinued operations'.

—  The entity shall not depreciate (or amortise) an asset while it is classified in this
category.

p) Offsetting

Assets and liabilities, as well as income and expenses, are not offset unless required or allowed
by an IFRS. Examples of income and expenses whose offset is required or permitted include:

a. Gains and losses on the sale or disposal of non-current assets, including investments
and operating assets, are presented by deducting the carrying amount of the asset
and the related costs relevant selling expenses from the amount received from the
disposal;

b. Payments relating to the provisions recognised in accordance with IAS 37 Provisions,
Contingent Assets and Contingent Liabilities that have been repaid under a contractual
agreement with a third party (e.g. a guarantee from a supplier) may be offset against
the relevant repayment.

c. Gains and losses arising from a group of similar transactions are presented net (e.g.,
exchange gains or losses or those arising from financial instruments held for trading).
However, these gains and losses are presented separately if they are material.

q) Securities loaned or pledged

Securities lending involves transactions in which the borrower receives full title to securities
without making any payment, except fees and commissions, with the commitment to return
other securities of the same class as those received to the lender.

Security lending in which the borrower has the obligation to return the same assets or
substantially the same assets or other similar ones having the same fair value are considered
transactions in which the risks and rewards associated with the ownership of the asset are
substantially retained by the lender.
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r) Financial guarantees

Afinancial guarantee contract is a contract that requires the issuer to make specified payments
to reimburse the holder for a loss it incurs because a specified debtor fails to make payment
when due in accordance with the original or modified terms of a debt instrument, irrespective
of the legal form it may have, such as a guarantee, a letter of credit, an insurance contract or
credit derivative.

The entity recognises financial guarantee contracts in 'other financial liabilities' at fair value plus
transaction costs that are directly attributable to their issue. At inception, and unless there is evidence
to the contrary, the fair value of financial guarantee contracts issued to an unrelated third party in a
stand-alone arm's length transaction will be the premium received plus, where appropriate, present
value of the cash flows to be received, using an interest rate similar to that of the financial assets
granted by the entity with a similar term and risk. Simultaneously, a credit is recognised in assets for
the present value of the future cash flows receivable using the aforementioned interest rate.

Subsequent to initial recognition, the contracts are treated as follows:

a. The value of the fees or premiums receivable for financial guarantees will be
discounted, with the differences recognised in the income statement as interest
income.

b. The value of financial guarantee contracts not classified as non-performing will be the
amount initially recognised in liabilities less the portion recognised in profit or loss,
allocated on a straight-line basis over the expected life of the guarantee, or by another
method, provided that it more adequately reflects the economic risks and rewards of
the guarantee.

Financial guarantees are classified based on the risk of insolvency attributable to the customer or the
transaction and, where appropriate, the need to recognise provisions by applying the same criteria
as in section (i) of this Note for debt instruments measured at amortised cost.

Where a provision must be recognised for the financial guarantee contract, the fees and commissions
pending accrual are reclassified to the relevant provision.

s) Staff expenses
Post-employment benefits

The entity's post-employment obligations with its employees are considered to be 'Defined
contribution plans', where the entity makes pre-determined contributions to a separate entity
with no legal or effective obligation to make further contributions if the separate entity cannot
pay the employee benefits with relating to the services rendered in the current and prior
periods. Post-employment obligations that do not meet the above conditions are considered
'Defined benefit plans'. The characteristics of those obligations are described in Note 27.

Defined contribution plans

The contribution accrued in the period in this connection is recognised under 'Staff expenses' in
the income statement.

Any amounts not yet contributed at 31 December to the external plan covering those
obligations are recognised at their present value under 'Provisions - Pension and similar
obligations'. At the end of the last two reporting periods, there was no outstanding amount to
be paid into external defined contribution plans.

Defined benefit plans

The entity recognises the present value of defined benefit post-employment benefits under
'Provisions for pensions and other post-employment defined benefit obligations', net, and is explained
below, of the fair value of assets that meet the requirements for consideration as 'Plan assets'.

'Plan assets' are considered to be those associated with a certain defined-benefit commitment under
which the obligations will be directly satisfied and the following conditions are met: They are not
owned by the entity but rather by a separate legal entity that is not a related party, they are only
available to pay or finance employee post-employment compensation and cannot return to the entity
unless the assets remaining in that plan are sufficient to comply with all of the obligations falling to
the plan or the entities relating to the benefits for current or past employees or to reimburse
employee benefits already paid by the entity.

If the entity can look to an insurance company to pay part or all of the expenditure required to settle
a defined benefit obligation, and it is practically certain that the insurance company will reimburse
some or all of the expenditure required to settle that obligation, but the insurance policy does not
qualify as a plan asset, the entity recognises its right to reimbursement (which, in all other respects,
is treated as a plan asset) in 'Insurance contracts linked to pensions' on the asset side of the
consolidated balance sheet.

Post-employment benefits are recognised as follows:

The income statement includes the following components of post-employment
benefits:

—  The cost of services in the current period (understood to be an increase in the
present value of the obligations arising as a result of the services rendered
during the year by employees) is recognised under ‘Staff expenses'.

—  The cost of past services, which originate from modifications made to already
existing post-employment compensation or the introduction of new benefits
and including the cost of reductions, is recognised under ‘Appropriations to
provisions (net)".

— Anygain orloss that arises from a settlement of the plan is recognised under
'Appropriations to provisions (net)".

— Netinterest on the net defined benefit commitment liability (asset) (understood
to be the change during the year in the net defined benefit liability (asset) that
arises due to the passage of time) is recognised in the heading Interest expense
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and similar charges (interest and similar income in the case of income) in the
income statement.

The remeasurement of the net defined benefit liability (asset) is recognised in
“Valuation adjustments” and includes:

—  The actuarial gains and losses arising the period, arising from the differences
between the previous actuarial assumptions and what as actually occurred and
the effects of changes in actuarial assumptions.

—  Thereturn on plan assets, excluding the amounts included in net interest on the
net defined benefit liability (asset).

— Any change in the effect of the asset ceiling, excluding amounts included in net
interest on the net defined benefit liability (asset).

Other long-term employee benefits
Early retirements

The entity guarantees certain obligations with employees taking early retirement -with respect to
both salaries and other employee benefits- from the time of early retirement until the date of their
effective retirement.

Early retirement obligation up until the date of effective retirement are treated for accounting
purposes, where applicable, using the same criteria as explained above for defined-benefit post-
employment benefits, except for actuarial gains and/or losses, which are recognised immediately
when they arise with a balancing entry in the income statement.

Death and disability of current employees

The obligations assumed by the entity regarding death and disability of employees while they are
actively employed, covered by a co-insurance policy arranged with Axa and Caser, are recognised in
the income statement at an amount equal to the premiums accrued on that insurance policy each
period.

Share-based payments

The entity remunerates certain groups of employees with shares, i.e. providing own equity
instruments in exchange for services rendered.

In accordance with the accounting regulations, the services received under this remuneration scheme
are recognised in the income statement, with a balancing entry in equity.

Termination benefits.

Compensation for termination is recognised as a provision for pension funds or similar obligations and
as a staff expense only when the bank has demonstrably undertaken to terminate the link to an
employee or group of employees before the usual retirement ages, or to pay compensation for
termination as a result of an offer to incentivise the voluntary resignation of employees.
Compensation to be paid after the twelve months following the data of the financial statements will

be valued by its discounted amount, as per the discount rate used for the defined benefit plans. If the
bank has presented an incentive for the contract's voluntary termination, the compensation will be
valued on the number of employees expected to accept the offer.

t) Provisions and contingencies

The entity recognises provisions at the amount estimated to settle present obligations arising
from past events whose nature at the reporting date is clearly specified but whose amount or
settlement date is uncertain and the settlement of which is expected to result in an outflow of
resources embodying economic benefits. These obligations may arise from:

A legal or contractual requirement.

An implicit or tacit obligation arising from valid expectations created by the entity in
third parties regarding the assumption of certain types of responsibilities. Such
expectations are created when the entity publicly accepts responsibilities, or derive
from past practice or from publicly known business policies.

Virtual certainty as to the future course of regulation in particular respects, especially
proposed new legislation that the entity cannot avoid.

Contingent liabilities are possible obligations of the entity that arise from past events and whose
existence is conditional on the occurrence or non-occurrence of one or more future events
beyond the control of the entity. They include the present obligations of the entity when it is
not probable that an outflow of resources embodying economic benefits will be required to
settle them or when, in extremely rare cases, their amount cannot be measured with sufficient
reliability.

Contingent obligations are considered probable when the event is more likely than not to occur,
possible when it is more likely than not that they will not occur, and remote when it is extremely
rare that they occur.

The entity's financial statements include all the material provisions with respect to which it is
considered that it is more likely than not the obligation will have to be settled. Contingent
liabilities are not recognised in the annual financial statements but rather are disclosed, unless
the possihility of an outflow of resources embodying economic benefits is considered to be
remote.

Provisions are quantified taking into consideration the best information available regarding the
consequences of the events giving rise to them and estimated at each reporting date, 