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NOTES TO THE FINANCIAL STATEMENTS 

AS OF 31 DECEMBER 2006 
 
 

(Amounts expressed in Euro – €) 
 

(Translation of a report originally issued in Portuguese – Note 49) 

 
Operations 

 
BNP Factor – Companhia Internacional de Aquisição de Créditos, S.A. (Company) was incorporated 
in November 2, 1987 with its present name, and its object consists of carrying out factoring operations 
through the acquisition of short term credits arising from direct sales by its clients (“Clients”), the 
anticipated payment of those credits and other related services, accordingly with Decree-Law 171/95, 
of 18 July, and the Ministry of Finance Notices 4/91, 1/93 and 10/94. 
 
The Company operates in the national and international markets (import and export), being integrated 
in an international association of factoring companies (FCI) having uniform rules and work 
methodologies and through which are performed the international market operations. 

 
The Company is held in 99,97% by the BNP Paribas, S.A. (Group BNP Paribas - Note 29) and, 
consequently, its operations and transactions are influenced by the Group decisions. 

 
1. There were no adjustments to the financial statements published in the previous year. However, by 

the Adjusted Accounting Rules (NCA) imposition, as from 2006.01.01, the amount of the factoring 
commissions was calculated related to the assigned credits in 2005 with due date of 2006, having an 
impact of EUR 639,542 euros, being accounted on the “Retained Earnings” by a corresponding entry 
into the caption “Differed Profits”. 

 
3. The financial statements were prepared on a going concern basis from the Company’s accounting 

records, maintained in accordance with the Chart of Accounts for the Banking System issued by the 
Bank of Portugal, Instruction nº 9/2005, under the authority given to it by Decree-Law 298/92 of 31 
December. 

 
 The main accounting principles used in the preparation of the financial statements are as follows: 
 

a) Overdue credit and interests 
 

This caption includes overdue values for more than thirty days, distributed by the respective 
aging classes. 
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b) Foreign currency accounts 
 

The foreign currency balances were adjusted to the exchange rates of 2006.12.31 according to 
the Fixing of the Bank of Portugal, as mentioned below: 

 

Currency Value 

USD 1,3170 

GBP 0,6715 

JPY 156,93 

 
c) Intangible and tangible fixed assets 

 
Intangible and tangible fixed assets are stated at cost and have never been revalued. 

 
d) Recognition of expenses and income 

 
Income and expenses are recognised on an accrual basis of the exercises, recorded over the 
period to which they relate independently of its collection and payment, as follows: 

 
- Interests on bank loans are calculated on a daily basis over the outstanding balances 

and charged to the expenses of the exercise for the period already elapsed. 
 

- Commissions on factoring services are specialized according to the period elapsed 
from the assignment and the due date of the credit. 

 
- For the factoring operations the interests are charged and registered as profits, 

normally on a weekly basis, on the amount advanced. 
 

- For the credits considered of doubtful collection the interests are not charged, being 
considered as profits only when charged. 

 
e) Depreciation and amortisation 

 
Depreciation is calculated on a straight-line basis using the maximum rates allowed by tax 
legislation, always respecting the established in the Notice 9/94, regarding the twelfth rules. 

 
f) Provisions for credits of doubtful collection, overdue credit and interests and for risks and costs. 

 
Provision for credits of doubtful collection 
 
The Company created a provision for credits of doubtful collection, as from 2003, by indication 
of the Bank of Portugal who considers the rendered service concept, mentioned in the number 
4º - 1, line b) of the Notice 3/95, also applicable to the factoring activity. 

 
Provision for overdue credit and interests 
 
This provision is created to cover the uncollection of overdue credits and interest assigned. The 
amount to be provisioned is in accordance with the time elapsed after the corresponding due 
date, in accordance with the Notice 3/95, of 30th of June, of the Bank of Portugal, with the 
revision given by the Notice 8/2003 of 28 of February, being the corresponding provision 
reflected as a decrease of the asset (Note 5). 
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Provision for general credit risk 
 
It’s a provision of general nature destined to face up credit risks not specifically identified, being 
recorded as a liability in accordance with the provision for risks and charges (Note 9), 
calculated by the application of a percentage of 1% over the totality of the credit granted by the 
Company (factoring without recourse) and of over the totality of the advances (factoring with 
recourse), excluding the considered in the scope of the provision for overdue credits and 
interests and credits related to debtors from the Administrative Public Sector. 
 
Provisions for other applications 
 
This provision is used to face a possible depreciation of the lands received as settlement of 
defaulting loans of “Turreal”, registered as a reduction of the asset (Note 9). 

 
g) Vacation pay and vacation bonus 

 
The Company recognised as an accrual in the caption “Accrued expenses” the amount 
correspondent to vacation payment and vacation bonus due and payable in 2007. 

 
h) Factoring operations 

 
Factoring without recourse 
 
The invoices and other documents received for collection from clients or associates abroad, 
are recorded as assets in the caption “Loans and advances to customers” by a corresponding 
entry into the caption “Other liabilities”. 

 
Factoring with recourse 
 
In accordance with Bank of Portugal Instruction 2/98, of February 16th, the advances to clients 
in factoring operations with recourse are recorded in the asset caption “Loans and advances to 
customers”, being the amounts not advanced recorded as off balance sheet accounts.  

 
The Company performs contractual advances to clients over the amount of the credits taken in 
the factoring operations subjected to advances, this means, net of interests and commissions 
and of a percentage of the assigned invoices not allowed to be advanced. 

 
i) Credit risk 

 
The involved credit risk in the factoring operations may be entirely assumed by the Company, 
being designated operations without recourse, with exception of the export without recourse 
ones, since according to the rules of the International Association of Factoring Companies 
(FCI), the associate assumes the risk. 

 
In operations in which the credit risk is assumed by the client (domestic operations) or by the 
associate abroad (international operations) are considered as operations with recourse. 
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j) Deferred taxes 
 

The Corporate Income Tax accounted on the Statement of Profit and Loss as of 31 of 
December 2006 is adjusted as a result of the deferred taxes accounting in accordance with the 
Accounting Directive nº 28. The amounts details and the nature of the assets by deferred taxes 
registered as of 31 December 2006 and the movement occurred in the ended exercise is 
summarised as follows: 
 
  Statement of Profit and Loss  
 Balance as of ----------------------------------------- Balance as of 
 31 of Increase of Decrease of 31 of 

Assets by differed taxes December 2005 the exercise the exercise December 2006 

Provisions and impairment created  
and not accepted as fiscal cost 427.405 44.155 - 471.560  

 

Liabilities per differed taxes: 
 
The Company does not have liabilities due to differed taxes. 
 

k) Assets received as settlement of defaulting loans 
 

These assets correspond to properties received as settlement of defaulting loans and are 
recorded under the caption “Other assets” (Note 12). 

 
4. Securities portfolio 
 
 The Company does not have any securities. 
 
5. Loans and advances to customers 
 
 As of 31 December 2006, this caption is made up as follows: 
 
 Short term credit taken: 
 
  With Without 
  recourse recourse Total 
 
 - Credit not overdue 113,072,834 179,109,305 292,182,139 
      
 Credits of Doubtful Collection 
 Notice of the Bank of Portugal nº 8/2003 – Art. 4º nº 1 – line b) 
 
 > 3 months   6,185,537 
 Between 3 and 6 months   97,569 
 Between 6 and 9 months   183,204 
     ----------------- 
     6,466,310 
     ========== 
 
 Provision for credits of doubtful collection    (119,853) 
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 Overdue credit and interests 
 
 Credit granted to the Central and Local Administration   6,230,127 
 Credit granted to other entities: 
 Up to 3 months   22,505,258 
 From 3 to 6 months   1,506,181 
 From 6 to 9 months   752,737 
 From 9 to 12 months   271,022 
 Up to 12 months   4,598,878 
     ------------------ 
     31,265,325 
     ========== 
 
 Worrying credits and in litigious   6,710,859 
 
 Provision for worrying and litigious overdue credit and interests   ( 6,302,324 ) 
     ------------------ 
     329,202,457 
     ========== 
 
 According to the article 15º nº 1.1 of the Notice 3/95, of 30th June, updated with the Notice 8/2003, of 

28th of February, the credits given to entities of the Portuguese Administrative Public Sector and to 
entities having its credits granted by the Portuguese Government are not subjected to the constitution 
of provisions for specific and general credit risks, so the Company made no provision for those 
credits. 

 
 As of 31 December 2006, the amount of the invoices taken related to contracts with recourse not yet 

due and not advanced ascended to € 55.853.726, has been recorded in the off balance sheet account 
“Contracts with recourse – Invoices not financed”. 

 
 Thirty days after the maturity of the invoices or others documents, the Company transfers the 

respective amounts to overdue credit. Additionally, in the factoring operations with recourse the 
amounts due may be charged to the clients (with exception of the Administrative Public Sector). 

 
 As of 31 December 2006, the breakdown of the overdue credit was as follows: 
 
 Up to 90 days   24,542,753 
 From 90 to 180 days   3,808,142 
 From 180 to 270 days   1,644,399 
 From 270 days to 1 year   905,476 
 Up to 1 year   344,556 
 Litigation   5,710,859 
     ---------------- 
     36,976,185 
     ========= 
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 As of 31 December 2006, the advances made to customers of the Company, amounted to 

approximately 80% of the total of the credits taken in this date. Its breakdown is as follows: 
 
 Advances 
 . Without recourse   184,270,330 
 . With recourse   125,553,827 
     ----------------- 
     308,824,157 
     ========== 
 
 In order to face up problems related to the credit assigned, as of 31 December 2006 the Company 

has a provision for general credit risks amounting to € 2,259,693, recorded under the caption of the 
provisions for risks and charges (Note 9). 

 
6. Amounts owed to credit institutions 
 
 As of 31 December 2006, this caption is made up as follows:  
 

Demand 
Overdraft facilities   52,113 
    ------------------ 

 
Short term 
Hot moneys   272,500,000 
Discounted bills   195,297 
    ------------------ 
    272,695,297 
    ------------------ 
 
    272,747,410 
    ========== 

 
The amounts owed to credit institutions bear interests at marketable rates. 

 
The debits amounts correspondent to the “Resources of Others Credit Institutions” unfolded in terms 
of its residual term to maturity, according to the following delays: 
 

 Amounts owed to credit institutions 
 

 - Up to 3 months….…………………….. 272,747,410 
 - From 3 months to 1 year……………... - 
 - From 1 year to 5 years……………….. - 
 - More than 5 years…………………….. - 
 - Undefined……………………………… - 
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21. Transactions with entities of the BNP Paribas Group 
 
 As of 31 December 2006, the main balances and transactions maintained with entities of the BNP 

Paribas Group were as follows: 
 
 BALANCE SHEET 
 . Deposits at sight at other credit institutions   1,670,804 
 . Debits to credit institutions    272,747,410 
 . Accruals, deferrals and others – Liabilities   201,033 
 . Subordinated debt (Note 8)   7,987,979 
 
 STATEMENT OF PROFIT AND LOSS 
 . Received commissions   5,993 
 . Interests and similar costs   8,447,102 
 . Others commissions paid   147,454 
 . Others costs and operational expenses   38,459 
 
 Debits to related companies included in the caption of Resources of Others Credit Institutions: 
 
  - At sight……………………………. 52,113 
  - Up to 3 months………………….. 272,695,297 
  - From 3 months to 1 year……….. - 
  - Up to 1 year……………………… - 
 
8. Subordinated Loans 
 
 This caption corresponds to two non-titled loans amounting to € 4,987,979 and € 3,000,000, with a 

subordination clause, granted by BNP Paribas, within the terms of the Notice 12/92, of 29 December 
1992. 

 
- Amortizations: 

 
It can only be reimbursed by initiative of the borrower and with previous agreement of the 
Bank of Portugal. 

 
This loan pays quarterly interests calculated at EURIBOR - 90 days added with a spread of 0,4%. 

 
As a subordinated debt with undetermined due date these loans are considered for determination of 
the own funds of the Company, in accordance with the program established by the Bank of Portugal. 
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9. Balance of provisions and impairment: 
 
 Provisions: 
 
 The movement in the provisions during the year 2006 was as follows: 

 
  Beginning    Ending 
  Balances Increases Replacements Utilizations balances 
 
 Credits of doubtful collection 250,555 - 130.702 - 119,853 
 Overdue credit 5,158,644 1.144,765 - 1,085 6,302,324 
 General credit risks 2,314,083 - 54,390 - 2,259,693 
  -------------- ------------ ------------ ------------ -------------- 
  7,723,282 1,144,765 185,092 1,085 8,681,870 
  ======== ======= ======= ======= ======== 
 
 Impairment 
 
 Initial   Ending 
 Balance Increases Reversions Balance 
 
 Impairment – “Other Applications” 

holded to be sold 500,000   500,000 
 ======= ======== ========= ======== 

 
 As of 31 December 2006, the existent Accumulated Impairment related to “Other Applications” refers 

to the depreciation estimated by the Board of Directors in 2002, equal to the amount of the assets 
received as settlement of defaulting loans, and in spite of the fact the evaluation made in September 
2005 does not reflect that loss, the Board decided to maintain it (Note 12). 

 
27. Accruals, deferrals and others: 
 
 - This caption is made up as follows: 
 
  - Accrued income………………………………………..  937 
  - Deferred expenses……………………………………  51,042 
  - Other accruals and deferrals – Assets……………...  422,552 
    ------------ 
    474,531 
    ======= 
 
  - Accrued expenses: 
   Resources with Credit Institutions……………..  201,033 
   Personnel………………………………..  186,735 
   Other……………………………………………..  103,913 
  - Deferred income………………………………………  678,599 
  - Other accruals and deferrals – Liabilities: 
   Collections…………………………………  5,299,442 
   Sundry items…………………………………….  370,148 
    --------------- 
    6,839,870 
    ========= 
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 As of 31 December 2006, the caption “Other accruals and deferrals – Assets”, includes an amount  of 

approximately € 131,037, regarding an advancement made by the Company for the release of a 
mortgage on an asset they owned, an amount of approximately € 118,000 of stamp duty to be debited 
to the clients for the advancements made during the month of December, an amount of approximately  
€ 49,381 to be received from BNP Paribas – France and € 108.931 related to several expenses 
regarding the lotting of the property of “Turreal”. 

 
 As of 31 December 2006, the caption “Collections” is related to cheques and transfers, received from 

the debtors in the last days of the month, which were held to be allocated to the corresponding 
invoices. This amount was settled in the first days of January of 2007, by a corresponding entry into 
the caption “Loans and advances to customers”. 

 
 The caption “Sundry items” includes € 320,000 related to advances received for a disposal of a 

property received as settlement of defaulting loans (Note 12). 
 
11. The share capital of the Company is represented by 1,300,000 shares with a nominal value of € 5 

each is fully subscribed and paid up. As of 31 December 2006, 99,97% of the subscribed capital was 
held by BNP Paribas, S.A. 

 
12. Nature and amount of the main items which are included in the captions “Non current assets for sale” 

and “Other Liabitlities”. 
 

   Other assets 
    - Non Current Assets for Sale: 
     - Properties………………………………  2,090,729 
       ========= 

   Other Liabilities 
    - Others Suppliers……………………………………….  33,575 
    - Creditors by Factoring Contracts……………..  20,926,296 
    - Public Administrative Sector……………………  235,550 
       ---------------- 
       21,195,421 
       ========= 
 
 The amount recorded in the caption “Non current assets for sale” corresponds to a property received 

from a debtor (Turreal – Imobiliária, S.A.), which was valued, in September of 2005, by an 
independent company in € 2,200,000 and recorded in this caption by an accounting net amount of € 
1,225,591. 

 
 This caption also includes an amount regarding a pavilion received from a client (Fernanda & José) as 

settlement of a defaulting loan amounting € 365,138, for which the Company has already received  
€ 320,000 from a promised contract of that property. 

 
13. Average number of employees by function 
 
  - Board / Management…..…... 4 
  - Sub-management…………... 5 
  - Other functions……………... 21 
     ------ 
    Total 30 
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14. Remunerations granted to the management and supervisory bodies during the year 2006. 
 
  - Board of Directors…………….. 393,656 
  - Audit Board…………………… 27,830 
 
 There are no retirement pension liabilities, loans or advances granted to members of the Board of 

Directors. 
 
15. Foreign currency converted in the currency in which the semi-annual accounts are established: 
 
  - Assets………………………… 400,779 
  - Liabilities…………………….. 398,829 
 
16. Income by geographical markets: 
 

Market Interests Commissions Other profits 

Internal 12,017,581 4,254,126 150,879 

External - 179,931 - 

 12,017,581 4,431,057 150,879 

 
17. Breakdown of the following captions: 
 
 – Costs: 

 
  - Other operating costs 
   - Operational Leases.…………………………… 35,459 
   - Subscription…………………………………….. 10,000 
   - Losses in Interrupted Operations…………….. 6,950 52,409 
     --------- ====== 

 
– Profits: 
 
   - Others operational revenues………………..……  
   - Reimbursement and expenses…….......………... 3,602 
   - Recovery of Credits, interests and Expenses…. 144,598 
   - Earns in interrupted operations…………………. 2,766 150,966 
     ----------- ======= 
      

 
18. Subordinated debt: 
 
   - Imputed charges  234,621 
   - Paid charges  223,314 
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19. Income taxes 
 
 The Company is subject to Corporate Income Tax to the usual tax and corresponding Lopping of 

10%.  
 
 In accordance with the terms of the Art. 81º of the Code of Corporate Income Tax the Company is 

subjected to independent taxation over an assemblage of charges at the foreseen taxes in the 
mentioned Article. 

 
 In accordance with the tax legislation in force, the tax authorities may review and correct the fiscal 

statements over a period of four years (ten years for Social Security till 2001 including, 5 years after 
that date) and therefore the fiscal statements of the Company regarding the years 2003 to 2006 may 
still be reviewed. The Company’s Board of Directors thinks that additional assessments resulting from 
revisions or inspections by the tax authorities will not have a significant impact in the Financial 
Statements annexed since the fiscal exercise of 2003 was already internally inspected by the fiscal 
services and no changes were required. 

 
20. The Company’s financial statements are part of the consolidated financial statements of BNP Paribas, 

which head-office is located in 16, bd des Italiens, Paris, France. 
 
21. Movement in shareholders’ equity: 
 
 The movement in shareholders’ equity in 2006 was as follows: 
 
       Reserves and Retained Earnings 

      __________________________________ 
       Retained  Net profit 
     Capital Legal Free Earnings Total of the year 
 

Balances at 31/12/05  6,500,00 3,109,881 8,885,513 - 11,995,394 2,922,715 
Appropriation of the net 
  profit for 2005:   - 292,271 -  292,271 (292,271 ) 
Transfers    - - - - - (1.868.572 ) 
Personnel gratifications  - - - - - (122,330 ) 
Reserves by Differed Tax - - 427,405 - 427,405 - 
Retained earnings  - - - (639,542)  (639,542) - 
Retained earnings  - - - 639,542 639,542 (639,542 ) 
Net profit of the year  - - - - - 3,208,643 
    -------------- -------------- -------------- -------------- --------------- ------------- 
Balances at 31/12/06  6,500,000 3,402,152 9,312,918 - 12,715,070 3,208,643 
    ======== ======== ======== ======== ========= ======== 

 
In accordance with Decree-Law 171/95 of 18 of July, the Company must appropriate 10% of its 
annual net profit to a legal reserve until this equals the amount of its share capital. This reserve can 
only be used to offset losses in certain circumstances or to increase share capital. 
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22. Administrative Public Sector 
 
 At 31st of December 2006 the caption “Administrative Public Sector” is as follows: 
 
 Creditor Balance 
 
  Retentions of Income Tax 19.550 
  Retentions of stamp duty 189.643 
  Corporate Income Tax the Company 
  - Payments on Account (917.940) 
  - Income Tax 1.244.290 
  Social Security 26.357 
 
23. Engagements with others and not included in the Balance Sheet 

 
As of 31st December 2006 the Company had revocable engagements related to credit lines not used 
by their clients in the total amount of EUR 190.203.000 Euros. 

 
49. Note added for translation 
 
 The accompanying financial statements are a translation of financial statements originally issued in 

Portuguese in accordance with generally accepted accounting principles in Portugal and the 
disclosures required by the Chart of Accounts for the banking system in Portugal, some of which may 
not conform with or be required by generally accepted accounting principles in other countries. In the 
event of discrepancies the Portuguese language version prevails. 

 
 Note: - The captions that are not described are not applicable to the current year. 
 


