SUPPLEMENT DATED 9 APRIL 2010 TO THE BASE PROSPECTUS DATED 23 OCTOBER 2009

REPSOL INTERNATIONAL FINANCE B.V.

(A private company with limited liability incor porated under the laws of The Netherlands
and having its corporate seat (statutaire zetel) in The Hague)

EURO 10,000,000,000

Guaranteed Euro Medium Term Note Programme

Guaranteed by

REPSOL YPF, SA.

(A sociedad anénima organised under the laws of the Kingdom of Spain)

This supplement (the Supplement) to the base prospectus (the Base Prospectus) dated 23 October 2009,
which comprises a base prospectus, constitutes a supplement, for the purposes of Article 16 of the Prospectus
Directive as implemented by Article 13 of Chapter 1 of Part Il of the Luxembourg Act dated 10 July 2005 on
prospectuses for securities (the Luxembourg Law), to the Base Prospectus and is prepared in connection with the
euro 10,000,000,000 Guaranteed Euro Medium Term Note Programme established by Repsol Internationa
Finance B.V. (the Issuer) and guaranteed by Repsol YPF, SA. (the Guarantor). Terms defined in the Base
Prospectus have the same meaning when used in this Supplement.

This Supplement is supplemental to, and should be read in conjunction with, the Base Prospectus and any
other supplements to the Base Prospectus issued by the Issuer and the Guarantor.

Each of the Issuer and the Guarantor accepts responsibility for the information contained in this Supplement
and declares that, having taken all reasonable care to ensure that such is the case, the information contained in this
Supplement is, to the best of its knowledge, in accordance with the facts and contains no omission likely to affect
its import. The information incorporated by reference to the Base Prospectus by virtue of this Supplement has
been trandated from the original Spanish. Each such trandation is a direct, complete and accurate translation of
the Spanish language text and each of the Issuer and the Guarantor accepts responsibility for the accuracy of such
trandations.

The Dealers and the Arranger have not separately verified the information contained in the Base Prospectus,
as supplemented by this Supplement. None of the Deders or the Arranger makes any representation, express or
implied, or accepts any responsihility, with respect to the accuracy or compl eteness of any of the information in the
Base Prospectus, as supplemented by this Supplement.

On 26 February 2010, the Guarantor presented its audited consolidated annual report as of and for the year
ended 31 December 2009, prepared in accordance with the International Financial Reporting Standards, as adopted
by the European Union (IFRS-EU) (the Guarantor’s Annual Report 2009) to the Spanish National Securities
Market Commission (Comision Nacional del Mercado de Valores). An English-language trandation of the
Guarantor's Annual Report 2009 and the related audit report have been filed with the Luxembourg Financial
Sector Surveillance Commission (Commission de Surveillance du Secteur Financier or CSSF) and, by virtue of
this Supplement, are incorporated in, and form part of, the Base Prospectus. This Supplement aso incorporates by
reference certain regulatory announcements released by the Guarantor since the date of the Base Prospectus.

On 26 March 2010, the board of directors of the Issuer approved its audited non-consolidated annual report as
of and for the year ended 31 December 2009, prepared in accordance with generally accepted accounting
principles in the Netherlands (Dutch GAAP) (the Issuer’s Annual Report 2009). The Issuer's Annua Report
2009 and the related audit report have been filed with the CSSF and, by virtue of this Supplement, are incorporated
in, and form part of, the Base Prospectus.



To the extent there is any inconsistency between (a) any statement in this Supplement or any statement
incorporated by reference into the Base Prospectus by this Supplement, and (b) any other statement, pre-dating this
Supplement, in, or incorporated by reference in, the Base Prospectus, the statementsin (8) above shdl prevail.

Documentsincor por ated by reference

For ease of reference, the table below sets out the relevant page references for (i) the Guarantor's Annua
Report 2009, (ii) the regulatory announcements of the Guarantor incorporated by reference in the Base Prospectus
via this Supplement, and (iii) the Issuer’s Annual Report 2009. Any information contained in any of the documents
incorporated by reference and not listed in the cross-reference table below is not incorporated by reference in the
Base Prospectus.

Information I ncor porated by Reference Ref?gﬁces
(A) Guarantor’s Annual Report 2009
(8 Auditors report on consolidated annual finanCial SEALEMENES.........cceururrriiireirrreee i 1
(b) Consolidated financial statements of Repsol YPF, S.A. and Investees comprising the Repsol Y PF
Group for the financial year 2009:
- Consolidated balance sheetsat 31 December 2009 and 2008.............cccuriririiniiininnesseees 2
- Consolidated income statements for the years ended 31 December 2009 and 2008............cccceeerurenenes 4
- Consolidated statements of recognised income and expenses for the years ended 31 December 2009
QN0 2008........cceceeetee ettt b ettt bbbt s bbb e £ £ AR b b £ £ £ AR b £ £ R bbb £ R SRR bbb s b bbbt 5
- Consolidated statements of changesin equity for the years ended 31 December 2009 and 2008......... 6
- Consolidated cash flow statements for the years ended 31 December 2009 and 2008............cccceurenenee 7
- Notesto the consolidated financial statements for 2009...........cccviririnin e 8
- Appendix | — Principal companies of the Repsol YPF Group at 31 December 2009..........cccoceuevrerenenee 141
- Appendix Ib— Changesin the scope of consolidation for the year ended 31 December 2009.............. 147
- Appendix Ib— Changesin the scope of consolidation for the year ended 31 December 2008.............. 148
- Appendix Il —Jointly controlled assetsand operationsin 2009...........c.cocrrieeeirnneniereessseseeseeieenes 149
- Appendix Il —Jointly controlled assetsand operationsin 2008...........c.cocvrieurienrnieeessneseeeieeenees 150
- Appendix Il — Investments and/or positions held by members of the Board of Directors in
companies with the same, similar or complementary activity to Repsol YPF, SA........ccoovvvrnnicen. 151
() Consolidated Management Report 2009:
- Economic-Financial Information.............cccceuviernininicencnnns 4
= BUSINESS ATEAS.......oii bbb 29
= COPOIALE ATEBS. ... .ttt ettt b bttt e e s bbb e e e bbbt et bbb b st e e st s b s 87
= NEW REPSOI HEAAQUAITENS......cucuiiiricecieieisiset ittt bbbt bbb 119
- Supplementary content of the Management REPOI ..o sees 121

(d) Annual Report on Corporate Governance:

= OWNESNIP SITUCKUN ...ttt ettt s bbbttt 2



- Management Structure of the Company 7

- Related Party Transactions.. 39
= RISK CONLIOl SYSLEIMS....coeiiieieiciieteis ettt b bbbt b bbbttt 43
= GENEAl IMEBLING ...ttt bbbttt 47
- Extent of Compliance with the Corporate Governance Recommendations.............coeeeeeeerenenceeninerenens 53
- Other Information of Interest 69

(B) Regulatory announcements of the Guar antor

- Announcement dated 25 November 2009 regarding the approval of a grossinterim dividend of €0.425
per share agaiNgt 2009 GAININGS.......c.cueurvreriturtetrirertteeietetseseseeetessesesesesebesss e stssbeb b s e sesebebebas st sesebebebsssssessbebana 1

- Announcement dated 27 November 2009 regarding the resolution of the Gassi Touil arbitration
PIOCEEHINGS. ... cetteteetete ettt se bbbt bbb £ s bbb £ e R bbb E 2R bbb £ e s bbb b £t s e bbbt b e bbb n s annan 3

- Announcement dated 15 January 2010 regarding the ratification of Repsol Y PF, SA.’s management
of the strategic plan and of the Executive Chairman’s management............ccoeerneneeeseeneneseeseieenenes 4

- Announcement dated 24 February 2010 regarding a decision of Repsol Y PF, SA. to propose to the
next annual general shareholders’ meeting a final gross dividend of €0.425 per share against 2009
earnings and the re-el€CtiON Of DIFECLOIS........c.ci ittt 5

- Announcement dated 24 March 2010 regarding the calling of the Ordinary General Shareholders
Meseting to be held on 30 April 2010 0N SECON Call ......uuiiiiiiiieiriree e 7

- Announcement dated 25 March 2010 regarding an agreement between Repsol Y PF, S.A., Petronor and
BBK through which BBK acquired 5% of Compafiia L ogistica de Hidrocarburos (CLH) .........cccccvneueeee. 23

(C) Issuer’sAnnual Report 2009

(i)  Management REPOI 2009..........cceuruririiueirieirireeseieieese st ass et ese b s s se bbbt b bbb se st s bbb b s esebebe b s e s 1
(i) Balance sheet at 31 DECEMDEr 2009 ........c.ouiiuiuriririieieieereseseeie ettt es e es e e s ee e s saebesseasnsesenas 3
(iii)  Income statement for the year ended 31 December 2009..........ccoviururerireniieieisereeeeies e 5
(iv) Notesto Financial Statementsat 31 December 2009 ...t 6
(V) Additional INFOMMEEON .....cueeieeieieieiee ettt e bbbt eb e aenas 14
(V) AUGITOIS REPOM......euiiacieieteerieseieiets ettt st b s a e e bbb £ £ bbb e R bbb e bbbt e b e bt ebenanaenas 15

As long as any of the Notes are outstanding, this Supplement and each document incorporated by reference into
the Base Prospectus via this Supplement will be available for inspection, free of charge, at the offices of the Issuer
at Koningskade 30, 2596 AA The Hague, The Netherlands during normal business hours and on the website of the
Luxembourg Stock Exchange at www.bourse.lu. In addition, copies of the documents incorporated by reference
referred to above can be obtained from the website of the Guarantor at www.repsol.com.

The first paragraph of paragraph 4 in the “General Information” section on page 111 of the Base Prospectus shall
be deleted and replaced with the following text to take account of the publication and incorporation by reference of
the Issuer's Annual Report 2009:

“There has been no materia adverse change in the prospects of the Issuer since 31 December 2009 (being the date
of the last published audited financial statements) nor has there been any significant change in the financial or
trading position of the Issuer and its consolidated subsidiaries since 31 December 2009.”


http://www.bourse.lu.
http://www.repsol.com.

The second paragraph of paragraph 4 in the “General Information” section on page 111 of the Base Prospectus
shall be deleted and replaced with the following text to take account of the publication and incorporation by
reference of the Guarantor’s Annua Report 2009:

“There has been no material adverse change in the prospects of the Guarantor since 31 December 2009 (being the
date of the last published audited financial statements) nor has there been any significant change in the financial or
trading position of the Group since 31 December 2009.”

Save as disclosed in this Supplement, no other significant new factor, materiad mistake or inaccuracy relating to
information included in the Base Prospectus has been noted or, to the best of the knowledge of the Issuer and the
Guarantor, has arisen, asthe case may be, since the publication of the Base Prospectus.

In accordance with paragraph 2 of Article 13 of the Luxembourg Law, investors who have aready agreed to
purchase or subscribe for relevant securities before this Supplement is published have the right, exercisable during
the two Luxembourg working days immediately following publication of this Supplement, to withdraw their

acceptances.
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Translation of a report origingily issued in Spanish based on our work performed in accordance with generally accepled
auditing standards in Spain. In the event of a discrepancy, the Spanish-language version prevails.

AUDITORS’ REPORT ON CONSOLIDATED FINANCIAL STATEMENTS

To the Shareholders of
Repsol YPF, S.A.:

1. We have audited the consolidated financial statements of Repsol YPF, S.A. and Subsidiaries (the
Repsol YPF Group) comprising the consolidated balance sheet at 31 December 2009 and the
related consolidated income statement, consolidated statement of recognised income and
expense, consolidated statement of changes in equity, consolidated cash flow statement and notes
to the consolidated financial statements for the year then ended, the preparation of these
consolidated financial statements is the responsibility of the Parent’s directors. Qur responsibility
is to express an opinion on the consolidated financial statements taken as a whole, based on our
audit work performed in accordance with generally accepted auditing standards in Spain, which
require examination, by means of selective tests, of the evidence supporting the consolidated
financial statements and evaluation of their presentation, of the accounting policies applied and
of the estimates made. Our work did not include an examination of the consolidated financial
statements of Gas Natural SDG, S.A. and Subsidiaries, in which at 31 December 2009 the Group
held a 30.01% ownership interest, and whose assets and net profit represented 23.5% and 23.4%,
respectively, of the corresponding consolidated figures of the Repsol YPF Group at that date.
The consolidated financial statements of the aforementioned investee were audited by other
anditor and our opinion as expressed in this report on the consolidated financial statements of
Repsol YPF, S.A. and Subsidiaries is based, with respect to these investees, solely on the report
of the other auditors. :

2. As required by Spanish corporate and commercial law, for comparison purposes the Parent’s
directors present, in addition to the consolidated figures for 2009 for each item in the
consolidated balance sheet, consolidated income statement, consolidated statement of recognized
income and expense, consolidated statement of changes in equity, consolidated cash flow
statement and notes to the consolidated financial statements, the figures for 2008, that have been
modified in accordance with the established applicable accounting standards (see Note 3). Our
opinion refers only to the consolidated financial statements for 2009. On 27 February 2009, we
issued our auditors’ report on the 2008 consolidated financial statements, in which we expressed
an unqualified opinion.

3. In our opinion, based on our audit and on the report of the other auditors, the accompanying
consolidated financial statements for 2009 present fairly, in all material respects, the
consolidated equity and consolidated financial position of Repsol YPF, S.A. and Subsidiaries at
31 December 2009 and the consolidated results of their operations, the changes in the
consolidated equity and their consolidated cash flows for the year then ended, and contain the
required information, sufficient for their proper interpretation and comprehension, in conformity
with International Financial Reporting Standards as adopted by the European Union, applied on
a basis consistent with that used in the preparation of the figures and information for the
preceding year. '

Deloitte, S.L. |nscrita en ef Registro Mercantil de Madrid, Tomo 13.650, folio 188, seccidn 8, hoja M-54414. Member of
inscripeion 96, C.LF: 8-79104469. Domidfio Sociai: Plaza Pablo Ruiz Picasso, 1 - Torre Picasso, 28020 Madrid, Beloitte Touche Tohmatsu



4. The accompanying consolidated management report for 2009 contains the explanations which
the Parent's directors consider appropriate about the Repsol YPF Group's situation, the evolution
of its business and other matters but is not an integral part of the consolidated financial
statements. We have checked that the accounting information in the consolidated management
report is consistent with that contained in the consolidated financial statements for 2009. Our
work as auditors was confined to checking the consolidated management report with the
aforementioned scope and did not include a review of any information other than that drawn
from the accounting records of Repsol YPF, S.A. and Subsidiaries.

DELOITTE, S.L.
Registered in ROAC under no. 80692

J
/
‘7

Jorge Izquierdo Mazdn /

25 February 2010




CONSOLIDATED FINANCIAL STATEMENTS OF REPSOL YPF, S.A.
AND INVESTEES COMPRISING THE REPSOL YPF GROUP
FOR THE FINANCIAL YEAR 2009

Translation of a report originally issued in Spanish. In the event of a discrepancy, the Spanish
language version prevails.




REPSOL YPF, S.A. AND INVESTEES COMPRISING THE REPSOL YPF GROUP
Consolidated Balance Sheets at December 31, 2009 and 2008

Millions of euros

ASSETS Note  12/31/2009 _12/31/2008 ©
Intangible assets: 6,818 4,283

a) Goodwill 6 4,733 3,055

b) Other Intangible assets 7 2,085 1,228
Property, plant and equipment 8 31,900 26,094
Investment property 9 35 31
Investments accounted for using the equity method 11 531 525
Non-current financial assets 13 1,732 2,465
Deferred tax assets 25 2,021 1,530
Other non-current assets 273 276
NON-CURRENT ASSETS 43,310 35,204
Non-current assets held for sale 12 746 163
Inventories 14 4,233 3,641
Trade and other receivables 6,773 6,636

a) Trade receivables 13 4,644 4,228

b) Other receivables 13 1,909 2,164

¢) Income tax assets 220 244
Other current financial assets 13 713 498
Cash and cash equivalents 13 2,308 2,922
CURRENT ASSETS 14,773 13,860
TOTAL ASSETS 58,083 49,064

Notes 1 to 39 are an integral part of these consolidated balance sheets.

(*)To facilitate comparison with 2009, the 2008 figures included in the 2008 consolidated financial statements
have been amended as necessary (see Note 3).



REPSOL YPF, S.A. AND INVESTEES COMPRISING THE REPSOL YPF GROUP
Consolidated Balance Sheets at December 31, 2009 and 2008

Millions of euros

*)

LIABILITIES AND EQUITY Note 12/31/2009 12/31/2008
EQUITY
Share capital 1,221 1,221
Share premium 6,428 6,428
Reserves 247 247
Treasury shares - (241)
Retained earnings 12,619 11,427
Profit attributable to the equity holders of the parent 1,559 2,555
Dividends (519) (634)
EQUITY 15 21,555 21,003
Financial assets available for sale 2 ©)
Hedge transactions (120) (150)
Translation differences (1,486) (1,012)
ADJUSTMENTS FOR CHANGES IN VALUE 15 (1,604) (1,169)
EQUITY ATTRIBUTABLE TO EQUITY HOLDERS OF THE
PARENT 15 19,951 19,834
MINORITY INTERESTS 15 1,440 1,170
TOTAL EQUITY 21,391 21,004
Grants 22 124 108
Non-current provisions for contingencies and expenses 20-21 3,097 2,718
Non-current financial liabilities 17 15411 10,432
a) Bank borrowings, bonds and other securities 15,268 10,118
b) Other financial liabilities 143 314
Deferred tax liabilities 25 3,395 2,559
Other non-current liabilities 22-23 2,672 1,451
NON-CURRENT LIABILITIES 24,699 17,268
Liabilities related to non-current assets held for sale 12 185 12
Current provisions 20-21 282 439
Current financial liabilities: 17 3,499 1,853
a) Bank borrowings, bonds and other securities 3,433 1,807
b) Other financial liabilities 66 46
Trade payables and other payables: 8,027 8,488
a) Trade payables 24 3491 3,174
b) Other payables 24 4,127 5,024
¢) Income tax liabilities 24 409 290
CURRENT LIABILITIES 11,993 10,792
TOTAL EQUITY AND LIABILITIES 58,083 49,064

Notes 1 to 39 are an integral part of these consolidated balance sheets.

(*) To facilitate comparison with 2009, the 2008 figures included in the 2008 consolidated financial statements
have been amended as necessary (see Note 3).



REPSOL YPF, S.A. AND INVESTEES COMPRISING THE REPSOL YPF GROUP
Consolidated Income Statements for the years ended December 31, 2009 and 2008

Millions of euros

Note 12/31/2009  12/31/2008"
Sales 45,827 58,475
Services rendered and other income 1,450 1,893
Changes in inventories of finished goods and work in progress inventories 94 (274)
Income from reversal of impairment losses and gains on disposal of non-current
assets 371 183
Allocation of subsidies on non-financial assets and other subsidies 22 16 18
Other operating income 1,274 1,416
OPERATING REVENUE 27 49,032 61,711
Supplies (31,433) (41,395)
Personnel expenses (2,087) (2,023)
Other operating expenses (8,503) (10,023)
Depreciation and amortisation of non-current assets (3,620) (3,115)
Impairment losses recognised and losses on disposal of non-current assets (145) (135)
OPERATING EXPENSES 27 (45,788) (56,691)
OPERATING INCOME 3,244 5,020
Finance income 173 230
Finance expenses (1,012) (805)
Changes in the fair value of financial instruments 192 (22)
Net exchange gains/(losses) 148 53
Impairment and gains / (losses) on disposal of financial instruments 31 -
FINANCIAL RESULT 28 (468) (544)
NET INCOME BEFORE TAX AND SHARE OF RESULTS
OF COMPANIES ACCOUNTED FOR USING THE EQUITY METHOD 2,776 4,476
Income Tax 25 (1,130) (1,861)
Share of results of companies accounted for using the equity method 11 86 66
Net income for the year from continuing operations 1,732 2,681
Net income for the year from discontinued operations 12 -
CONSOLIDATED NET INCOME FOR THE YEAR 1,744 2,681
Net income attributable to minority interests (185) (126)
NET INCOME ATTRIBUTABLE TO THE PARENT 1,559 2,555

Notes 1 to 39 are an integral part of these consolidated income statements.

(*) To facilitate comparison with 2009, the 2008 figures included in the 2008 consolidated financial statements have

been amended as necessary (see Note 3).



REPSOL YPF, S.A. AND INVESTEES COMPRISING THE REPSOL YPF GROUP
Consolidated Statements of Recognised Income and Expenses for the years ended December 31, 2009 and 2008

Millions of euros
12/31/2009 12/31/2008 (*)

CONSOLIDATED NET INCOME FOR THE YEAR (from the Consolidated
Income Statement) 1,744 2,681

INCOME AND EXPENSES RECOGNISED DIRECTLY IN EQUITY:

From measurement of financial assets available for sale 51 (75)
From cash flow hedges (12) (147)
Translation differences (427) 323
From actuarial gains and losses and other adjustments 14 -
Entities accounted for using the equity method 4 -
Tax effect (157) 204
TOTAL (527) 305

AMOUNTS TRANSFERRED TO THE CONSOLIDATED INCOME STATEMENT

From measurement of financial assets available for sale (30) (1)
From cash flow hedges 44 9
Translation differences (1) 8
Tax effect (7 4)
TOTAL 6 12
TOTAL RECOGNISED INCOME / (EXPENSE) 1,223 2,998
a) Attributable to the parent company 1,032 2,812
b) Attributable to minority interests 191 186

Notes 1 to 39 are an integral part of these consolidated statements of recognised income and expense.
(*) To facilitate comparison with 2009, the 2008 figures included in the 2008 consolidated financial statements have been
amended as necessary (see Note 3).



REPSOL YPF, S.A. AND INVESTEES COMPRISING THE REPSOL YPF Group
Consolidated statements of changes in equity for the years ended December 31, 2009 and 2008

Millions of euros

Closing balance at 12/31/2007
Restatements
Restated opening balance
Total recognised income / (expense)
Transactions with shareholders or owners
Dividend payments
Transactions with treasury shares or own equity
instruments (net)
Business combinations
Other changes in equity
Equity-settled transactions
Transfers between equity accounts
Other changes
Closing balance at 12/31/2008
Restatements
Restated opening balance
Total recognised income / (expense)
Transactions with shareholders or owners
Dividend payments
Transactions with treasury shares or own equity
instruments (net)
Business combinations
Other changes in equity
Transfers between equity accounts
Other changes
Closing balance at 12/31/2009

Equity attributable to equity holders of the parent

Capital and reserves

Net income
for the year Total equity
Share Treasury  attributable attributable
premium  sharesand  toequity Adjustments to equity
Issued and own equity  holders of  for changes holders of the ~ Minority

capital  reserves instruments the parent in value parent interest Total equity
1,221 15,524 4 3,188 (1,426) 18,511 651 19,162
1,221 15,524 4 3,188 (1,426) 18,511 651 19,162
- - - 2,555 257 2,812 186 2,998

- (1,242) - - - (1,242) (391) (1,633)

- - (245) - - (245) - (245)

- 3,188 - (3,188) - - - -

- (2) - - - (2) 724 722
1,221 17,468 (241) 2,555 (1,169) 19,834 1,170 21,004
1,221 17,468 (241) 2,555 (1,169) 19,834 1,170 21,004
- 8 - 1,559 (535) 1,032 191 1,223

- (1,153) - - - (1,153) (208) (1,361)

- (11) 241 - - 230 - 230

- - - - - - 286 286

- 2,455 - (2,555) 100 - - -

- 8 - - - 8 1 9
1,221 18,775 - 1,559 (1,604) 19,951 1,440 21,391

Notes 1 to 39 are an integral part of these consolidated statements of changes in equity.
(*) To facilitate comparison with 2009, the 2008 figures included in the 2008 consolidated financial statements have

been amended as necessary (see Note 3).



REPSOL YPF, S.A. AND INVESTEES COMPRISING THE REPSOL YPF GROUP
Consolidated Cash Flow Statements for the years ended December 31, 2009 and 2008

Millions of euros

Notes 12/31/2009 12/31/2008 (*)
Net income before tax and share of results of companies accounted for
using the equity method 2,776 4,476
Adjustments to net income 3,973 3,645
Depreciation and amortisation of assets 3,620 3,115
Other adjustments to result (net) 353 530
Changes in working capital (590) 1,266
Other cash flows from operating activites: (1,394) (2,648)
Dividends received 86 110
Income taxreceived / (paid) (1,168) (2,399)
Other proceeds from/ (payments for) from operating activities (312) (359)
Cash flows from operating activities 4,765 6,739
Payments for investing activites: 6-9 and 30 (9,003) (5,597)
Group companies, associates and business units (4,463) (99)
Property, plant and equipment, intangible assets and investment properties (4,348) (4,925)
Other financial assets (192) (573)
Proceeds from divestments: 31 1,093 1,045
Group companies, associates and business units 413 920
Property, plant and equipment, intangible assets and investment properties 373 102
Other financial assets 307 23
Others cash flows 56 (128)
Cash flows used in investing activities (7,854) (4,680)
Proceeds from / (payments for) equity instruments 15 230 (245)
Acquisition - (245)
Disposal 230 -
Proceeds from/ (payments for) financial liabilities 17 4,665 413
Issues 10,618 3,465
Return and redemption (5,953) (3,052)
Payments for dividends and payments on other equity instruments 15 (1,935) (1,608)
Other cash flows from financing activities (455) (316)
Interest payments (776) (632)
Other proceeds from/ (payments for) financing activities 321 316
Cash flows used in financing activities 2,505 (1,756)
Effect of changes in exchange rates (30) 34
Net increase / (decrease) in cash and cash equivalents (614) 337
Cash and cash equivalents at the beginning of the year 13 2,922 2,585
Cash and cash equivalents at the end of the year 13 2,308 2,922
COMPONENTS OF CASH AND CASH EQUIVALENTS AT THE END OF THE
YEAR 12/31/2009 12/31/2008
(+) Cash and banks 1,079 1,330
(+) Other financial assets 1,229 1,592
TOTAL CASH AND CASH EQUIVALENTS AT THE END OF YEAR 2,308 2,922

Notes 1 to 39 are an integral part of these consolidated statements of cash flow.

(*) To facilitate comparison with 2009, the 2008 figures included in the 2008 consolidated financial statements have been

amended as necessary (see Note 3).
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GENERAL INFORMATION

Repsol YPF, S.A. and investees comprising the Repsol YPF Group (hereinafter “Repsol YPF”,
the “Repsol YPF Group” or the “Group”) constitute an integrated group of oil and gas
companies which commenced operations in 1987. The companies comprising the Group are
listed in Appendix I.

The Repsol YPF Group is engaged in all the activities relating to the oil and gas industry,
including exploration, development and production of crude oil and natural gas, the
transportation of oil products, liquid petroleum gas (LPG) and natural gas, refining, the
production of a wide range of oil products and the retailing of oil products, oil derivatives,
petrochemicals, LPG and natural gas, as well as the generation, transportation, distribution and
supply of electricity. The Group conducts its activities in a number of countries, primarily Spain
and Argentina.

The corporate name of the parent of the Group of companies that prepares and files these
consolidated financial statements is Repsol YPF, S.A.

Repsol YPF, S.A. is registered at the Madrid Commercial Register in volume 3893, folio 175,
sheet no. M-65289, entry no. 632 Its Employer Identification Number (C.1.F.) is A-78/374725
and its National Classification of Economic Activities Number (C.N.A.E.) is 742.

Its registered office is in Madrid, at Paseo de la Castellana, 278, where the Shareholder Service
Office is also located, the telephone number of which is 900.100.100.

Repsol YPF, S.A. is a private-law entity incorporated in accordance with Spanish legislation,
which is subject to the Joint Stock Companies Act, approved by Legislative Royal Decree
1564/1989 of December 22, 1989, and the legislation governing listed corporations.

Repsol YPF, S.A.’s shares are represented by book entries and are fully admitted to trading on
the Spanish stock exchanges (Madrid, Barcelona, Bilbao and Valencia), the New York Stock
Exchange and the Buenos Aires stock exchange (“Bolsa de Comercio de Buenos Aires”).

These consolidated financial statements for 2009, which were prepared by the Board of
Directors of Repsol YPF, S.A. at its meeting held on February 24, 2010, and the financial
statements of the investees will be submitted for approval by the shareholders at the respective
General Shareholders” Meeting, which is expected to occur without any modification.

The consolidated financial statements for 2008 were approved at the General Shareholders”
Meeting of Repsol YPF, S.A. held on May 14, 20009.
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REGULATORY FRAMEWORK

The activities of Repsol YPF S.A. and its main investees are subject to extensive regulation,
whose main aspects are described below.

Spain

Spain currently has legislation which seeks to liberalize the oil industry, a manifestation of which
is the Hydrocarbons Sector Law 34/1998 of October 7, which has been amended by several
provisions, including the Law 12/2007 of July 7, 2007 and implemented through numerous royal
decrees and ministerial orders. This Law establishes the criteria for allocating powers among the
Spanish Government and the central and regional administrations.

The Spanish National Energy Commission (“Comision Nacional de Energia”) is a public agency
of the Ministry of Industry, Tourism and Commerce, with power as regulatory authority, which
is in charge of ensuring effective competition, objectivity and transparency in the electricity and
liqguid and gaseous hydrocarbons markets, seeking the benefit of all market participants,
including consumers.

Royal Decree-Law 4/2006 expanded the functions of the Spanish National Energy Commission
by introducing the requirement to obtain a prior administrative authorization in relation to certain
acquisitions or investments in companies that engage in regulated activities or activities that,
although not regulated in the strict sense, are subject to significant oversight by administrative
bodies in Spain. Notwithstanding this, on July 28, 2008, the European Court of Justice declared
that the obtaining of the aforementioned administrative authorization (regarding acquisitions
carried out by Community Companies) is contrary to sections 43 and 56 of the EC.

Royal Decree-Law 5/2005, of March 11, contains provisions relating to the energy markets.
Among these provisions, the definitions of “main operator” (a company that is among the five
companies with greater market share in the relevant sector or market) and “dominant operator” (a
company group that has a market share equal or superior to 10 percent of the markets in which it
operates, that is, electric energy generation and supply sectors, production and supply of fuels,
production and supply of LPG, production and supply of natural gas) are significant.

The definition of “main operator” is important since limitations on the exercise of the rights to
vote and appoint members of the management boards are imposed on the physical or legal
persons which, directly or indirectly, have interests in the capital or in the voting rights of two or
more companies which constitute main operators in the aforementioned sectors.

Regarding the “dominant operator”, the Law, to date, has not established limitations in
connection with the oil industry. To be defined as a “dominant operator” only implies certain
limitation or additional liabilities in the electricity sector.

Royal Decree-Law 6/2009 definitively repealed supplementary provision twenty-seven of Law
55/1999 (amended by Law 62/2003), which stipulated prior authorisation by the authorities for
the acquisition by public entities or entities majority-owned or controlled by public entities of
shareholdings of 3% or more in energy companies (the so-called energy “golden share™). This
rule had been questioned by the European Court of Justice in a ruling handed down on February
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14, 2008.
Liquid Hydrocarbons, Oil and Petroleum Derivatives

In Spain, hydrocarbon deposits and underground storages existing on Spanish territory and in the
territorial marine subsoil and ocean bottoms which are under Spanish sovereignty are considered
public properties. Also some of the activities falling within the scope of Law 34/1998 may be
subject to authorizations, permits and/or concessions.

Construction and operation of refining, transportation and fixed storage facilities are subject to
prior authorization, the granting of which requires meeting the relevant technical, financial,
environmental and safety requirements.

Third parties may freely access transportation and fixed storage facilities of oil products, such as
the facilities of Compafiia Logistica de Hidrocarburos S.A. (“CLH”), on conditions agreed on an
objective and non-discriminatory basis. However, the Spanish Government has the discretion to
establish access tolls for mainland territories and for those areas of the Spanish territory where
alternative transport or storage facilities do not exist or are insufficient. As of the date of this
annual report, the Spanish Government has not exercised this discretion.

Pursuant to Royal Decree Law 6/2000, no physical or legal person may hold, directly or
indirectly, ownership of more than 25% of the capital stock of CLH. This same Royal Decree
further provides that the aggregate direct or indirect ownership interest in CLH of entities with
refining capacity in Spain may not exceed 45% of CLH’s capital.

Petroleum derivative prices have been liberalized, with the exception of LPG, which is subject,
in some cases, to maximum retail prices. Prices of bulk LPG and LPG sold in bottles that are less
than 8 kilograms or more than 20 kilograms have been liberalized.

Ministerial Order 1TC/1858/2008 dated June 26, updated the system of setting the quarterly
maximum sales price before tax for bottled LPG, affecting containers holding 8kg or more but
less than 20kg; with the exception of containers of LPG blends for use as fuel. The Spanish
Government, by means of Ministerial Order ITC/2608/2009, dated September 28, 20009,
modified the system for automatically setting the maximum sales prices indicated in the
abovementioned order in an effort to uphold consumer interests in the face of international price
volatility.

The retail marketing of LPG may be carried out freely by any physical or legal person.
Natural Gas

Law 12/2007 of July 2, which amended Law 34/1998 on the hydrocarbon sector and
incorporated into Spanish Law the European Parliament Directive 2003/55, incorporates
measures for achieving a completely liberalized market which will be the basis for greater
competition, price reduction and improvement in the quality of service to the end-user.

This regulation puts an end to the tariff system. The Directive defines the role of the supplier of
last resort, who shall be liable to supply consumers with deficient power of negotiation.
Moreover, it shall do so within a maximum price (“last resort tariff”) which shall be established
by the Ministry of Industry, Tourism and Commerce. The Ministerial Order ITC/2857/2008, of
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October 10, regulates the last resort supply tariff for natural gas and sets forth its calculation.

The activities of the different parties involved in the gas system are redefined, establishing a
legal and operational separation between the so-called “network activities” (transportation,
distribution, regasification or storage), on the one hand, and production and supply activities, on
the other. In addition, the Law eliminates possible competition between distributors and
marketers in the supply sector by eliminating the tariff system and creating the last resort tariff.

Regasification, basic storage, transportation and distribution activities are regulated activities.
Companies that perform any or some of these activities may not perform commercialization
activities. Royal Decree 949/2001 implemented criteria and principles related to compensation
for regulated activities.

Commercialization activities are liberalized. Companies dedicated to natural gas
commercialization may not have additional corporate objectives in the gas sector and may not
perform regasification, basic storage, transport or distribution activities.

Since January 1, 2003, all consumers, regardless of their level of consumption, are considered
qualified consumers and may choose between buying natural gas from distributors in the
regulated market or from commercializers in the liberalized market.

The construction, operation, modification and closing of basic network and carrier network
facilities require prior government authorizations.

The system’s technical manager is responsible for the technical management of the basic
network and the secondary carrier network and guarantees the continuity and safety of the supply
of natural gas and appropriate coordination among access points, storage facilities, transportation
and distribution. Enagas, S.A. is the system’s technical manager. Pursuant to Law 62/2003, no
entity may own, directly or indirectly, more than 5% of the capital stock of Enagas, S.A.

Since January 1, 2003, no company or group of companies acting in the natural gas sector can
collectively provide natural gas for consumption in Spain in an amount in excess of 70% of
domestic consumption. The Spanish Government is authorized to modify that percentage based
on changes in the sector and the sector’s business structure.

Minimum safety stock

Royal Decree 1766/2007, whereby the Royal Decree 1716/2004 is amended, regulates the
obligation to maintain a minimum stock in the oil and natural gas sectors, the obligation to
diversify the natural gas supply and the activities of the Corporation of Strategic Reserves of
Petroleum Products (CORES). The mentioned Royal Decree increases the number of minimum
safety stock days from 90 to 92 compulsory days as of January 1, 2010.

The competent administrative authority appointed for the inspection and control of the minimum
safety stock and the diversification is the CORES.

14



Argentina

Exploration and Production

The Argentine oil and gas industry is regulated by Law No. 17,319 (the “Hydrocarbons Law™).
The Argentine Government, through the Secretariat of Energy, issues regulations to complement
this Law. The regulatory framework of this Law was established on the assumption that the
reservoirs of hydrocarbons were national properties and Yacimientos Petroliferos Fiscales
Sociedad del Estado, YPF, S.A.’s predecessor, was responsible for their operation under a
different framework than private companies.

In 1992, Law No. 24,145 (referred to as the “YPF Privatisation Law,”) regulated the privatisation
of YPF and initiated a process for the transfer of hydrocarbon reservoirs from the Argentine
Government to Provinces, in whose territories they were located. The YPF Privatisation Law
established that the exploration licenses and exploration concessions in force at the time this Law
was passed would be transferred on expiration of the corresponding legal and/or contractual
terms.

The YPF Privatisation Law awarded YPF 24 exploration licenses and 50 exploration
concessions. The Hydrocarbons Law limits the number and total surface area of the exploration
licenses or exploration concessions which an entity may hold.

In October 2004, the Argentine Congress enacted Law No. 25,943 creating a new state-owned
energy company, Energia Argentina S.A., (“ENARSA.”). The corporate purpose of ENARSA is
the study, exploration and exploitation of solid, liquid or gas hydrocarbon deposits, the transport,
storage, distribution and commercialisation of these products and their derivatives products, as
well as the transportation and distribution of natural gas, and the generation, transportation,
distribution and sale of electricity. This Law granted ENARSA all exploration concessions with
respect to offshore areas located beyond 12 nautical miles from the coastline up to the outer
boundary of the continental shelf that were vacant at the time the Law went into effect in
November 2004.

In accordance with the current legal system (new Article 124 of the Argentine Constitution,
Decree 546/2003, Law No. 26,197) oil and gas regulation (both legislative and regulatory) falls
under the jurisdiction of the National Government, whereas the application of the Hydrocarbons
Law and its supplementary regulations will correspond to the Provinces or to the State,
depending on where the deposits are located.

In October 2006, Law No. 26,154 created an incentive regime aimed at encouraging
hydrocarbons exploration and operation and which applies to new exploration permits awarded
in respect of offshore areas. Interested parties must go into partnership with ENARSA in order to
avail themselves of the numerous benefits of this regime.

In November 2008, by virtue of the Decree of the National Executive Power No. 2014/2008, the
program “Petréleo Plus” was set up and aimed to increase the production and stocks through new
prospecting and exploitation investments. To this goal, it establishes a system of tax incentives
for those exploitation companies that increase their production and stocks within the provisions
of the program.

15



Natural Gas

In June 1992, Law 24,076 was enacted, establishing the regulatory framework for the transport
and distribution of natural gas. It also stipulated that natural gas transport and distribution
activities constituted a national public service.

The regulatory framework applicable to the transport and distribution of natural gas establishes
an open access system under which producers such as YPF have open access to the transport
capacity available in the transport and distribution systems on a non-discriminatory basis.

Natural gas exports require the prior approval of the Secretariat of Energy.
Refining

Crude oil refining activities are subject to authorisation by the Argentine Government, and to
compliance with national, provincial and municipal safety and environmental regulations. Oil
companies must be registered in the registry of oil companies held by the Secretariat of Energy.

Decree 2014/2008 created the “Refining Plus” program designed to encourage the production of
diesel and petrol fuels. The decree entitles refineries that undertake construction of a new
refinery, add capacity at an existing refinery and/or convert existing refineries to receive export
credits.

Market Regulation

The Hydrocarbons Law authorizes the executive branch of the Argentine Government to regulate
the Argentine oil and gas markets and prohibits the export of crude oil during any period in
which the executive branch finds domestic production to be insufficient to satisfy domestic
demand.

Through Secretariat of Energy Resolution No. 265/2004, the Argentine Government established
a program for rationalising natural gas exports and its related transportation, with the intention of
securing an adequate supply of natural gas to the local market. This program was replaced by the
Program of Rationalisation of Gas Exports and the Use of Transportation Capacity (the
“Program”) passed through Resolution No. 659/2004 of the Secretariat of Energy. Additionally,
the Resolution SE No. 752/2005 provided that industrial users and thermal generators (which
according to this Resolution will have to purchase natural gas directly from the producer) could
also acquire natural gas from the cut downs on natural gas exports, through the Permanent
Additional Injection mechanism set up by that Resolution. By means of the Program and/or the
Permanent Additional Injection, the Argentine Government requires natural gas exporting
producers to deliver additional volumes to the domestic market in order to satisfy natural gas
demand of certain consumers of the Argentine market (*Additional Injection Requirements”™).
Such additional volumes are not contractually committed by YPF, who is thus forced to affect
natural gas exports, which execution has been conditioned. Additionally, the Argentine
Government, through instructions made using different procedures, has ordered limitations over
natural gas exports (in conjunction with the Program and the Permanent Additional Injection,
named the “Restrictions™).

By the enactment of several rules, the Fuels Undersecretariat restored a record system for the
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hydrocarbons and derivatives exports and set forth some obligations concerning supply to the
local market, including the obligation to import some products in order to be able to export,
when necessary to meet internal demand. On October 11, 2006, the Secretariat of Internal
Commerce demanded refining companies and/or wholesalers and/or retailers to cover the fuel-oil
demand in the whole territory of Argentina to meet market growth.

Resolution No. 394/07 of November 16 has increased the taxes on crude and derivative exports
in Argentina. According to the new scheme when the export price is fixed over the reference
price (60.9 dollars/barrel), the producer shall have the right to collect US$ 42 per barrel and the
rest up to the reference price shall be withheld by the Argentine Government as an export tax. In
the event that the export price is under the international reference price, but above US$ 45 per
barrel, a 45% retention shall apply. In the event that the export price is under US$ 45 per barrel,
the withholding percentage shall be fixed within 90 days' term. This same method shall apply to
the exports of other oil products and lubricants using different reference prices, withholding
percentages and prices allowed for producers, depending on the cases.

On June 14, 2007 the Resolution No. 599/07 of the Secretariat of Energy passed a proposal in
agreement with the natural gas producers concerning the supply of natural gas to the domestic
market for the period 2007 to 2011 (“Agreement 2007-2011"). YPF signed the agreement.

In October 2008 the Resolution 1070/08 of the Secretariat of Energy ratified the “Supplementary
Agreement with Natural Gas Producers” whose effective term is extended to December 31, 20009.
YPF signed the Agreement whose goal is: (i) the restructuring of natural gas prices at wellhead,
(ii) the segmentation of the residential demand and (iii) the establishment of the contribution of
the natural gas producers sector to the Trust Fund created by Law 26,020 for the promotion of a
lower differential prices for the LPG bottles of ten, twelve and fifteen kilograms for those
residential LPG consumers of low-income.

In July 2009 the Argentine Government and natural gas producers signed an agreement through
which natural gas wellhead prices are set, and which stipulates price increases from August 2009
to be received by producers on sales to the residential segment.

By virtue of the Resolution No. SE 24/2008, amended by the Resolution SE 1031/2008, the
incentives program for the production of natural gas called "Gas Plus" was created. The Gas
Plus program is designed to stimulate the production of natural gas deriving from new reserve
finds, new fields, “tight gas”, etc. The natural gas produced under this Gas Plus program shall
not be included as part of the volume set forth in the Natural Gas Producers Agreement 2007-
2011 and therefore, the marketing value shall not be subject to the price conditions provided in
the Natural Gas Producers Agreement 2007-2011.

Liquid petroleum gas (LPG)

Law No. 26,020 establishes the basic regulatory framework for the industry and marketing of
LPG. The authority established the volumes and sales prices of LPG through various resolutions.
In October 2008 Argentina’s Secretariat of Energy ratified the Stability Agreement of LPG prices
in the local market. The termination date of the Stability Agreement was extended in October
2009 to year end 2010.
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Venezuela

The Basic Hydrocarbons Law (Ley Organica de Hidrocarburos, LOH) regulates migration from
the former operating agreements to mixed-ownership enterprises. On June 20, 2006 the Energy
and Petroleum Ministry approved the incorporation of the oil company Petroquiriquire, S.A., in
which Repsol YPF has a 40% interest and PDVSA a 60% stake. On the same date, the License
for Exploitation of Non-Associated Natural Gas to be granted to Quiriquire Gas, S.A. was also
approved. Repsol YPF and PDVSA have an interest of 60% and 40%, respectively, in such
company. The license was granted in March 2007.

On September 2, 2009, Venezuela’s National Assembly authorised, Petroquiriquire, S.A. to
pursue exploration and production activities in Barla-Motatan as part of its corporate purpose as
mixed company. The exploration and production rights for this block were granted by the
National Executive via Presidential Decree No. 7,121, published on December 15, 2009. The
Barta-Motatan incorporation process is expected to be completed during the first quarter of 2010
(see Note 38).

Bolivia

The Bolivian oil and gas industry is regulated by Law No. 3,058 of May 19, 2005 (the
“Hydrocarbons Law”).

On May 1, 2006 Supreme Decree 28,701 (the “Nationalisation Decree”) was published, which
nationalised the country’s oil and gas and transferred the ownership and control thereof to the
Bolivian state company Yacimientos Petroliferos Fiscales Bolivianos (YPFB). Furthermore, the
shares required to enable YPFB to control at least 50% plus one vote in different companies,
among them Empresa Petrolera Andina, S.A., currently known as YPFB Andina S.A. (YPFB
Andina), were nationalised.

As a result, Repsol entered into a share purchase agreement with YPBF along with the
corresponding shareholders’ agreement, by virtue of which 1.08% of the share capital of YPFB
Andina was transferred to YPFB.

This shareholders’ agreement stipulates, among other provisions: (a) a two-year period of joint
operation of YPFB Andina, during which time Repsol is entitled to appoint some executives in
certain business areas; (b) mutual right of first refusal over any share sale; (c) certain “Mutually
Agreed Decisions” to be taken jointly by the management and boards of Repsol and YPFB.

Operating Contracts

According to the Hydrocarbons Act and the Nationalisation Decree, Repsol YPF E&P Bolivia
S.A. and its subsidiary YPFB Andina S.A. signed with YPFB the Operating Contracts
establishing the conditions for the prospecting and production of hydrocarbons in Bolivia,
effective as of May 2, 2007.

Subsequently, in April 2008, rules were issued that (i) established the conditions and parameters

for the recognition, approval and publication by YPFB of recoverable costs within the
framework of the Operating Contracts (Supreme Decree No. 29504) and (ii) amended the
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regulations governing the settlement of royalties and participations to the Bolivian Treasury to
conform with the terms of the Operating Contracts (Supreme Decree No. 29528). Additionally,
in accordance with the terms of the Operating Contracts, on May 8, 2009, Repsol YPF E&P
Bolivia S.A. executed the pertinent Natural Gas and Liquid Hydrocarbon Delivery Agreements
with YPFB for the various operating areas in which it operates; these agreements establish the
terms and conditions governing the delivery of natural gas and liquid hydrocarbons to YPFB.
Likewise, on the same date, Repsol YPF E&P Bolivia S.A. also executed Payment Procedure
Agreements with YPFB establishing the mechanism and form of payment for the Owner
Remuneration stipulated in the Operating Contract.

Also in relation to these contracts, on October 14, 2009 Supreme Decree No. 0329 was issued
approving the Contracting Rules for Oil Operators under the umbrella of the Operating
Contracts. These rules are designed to regulate the tendering, contracting and purchase of
materials, works, goods and/or services by Operating Contract holders.

As of the date of these Consolidated Financial Statements there are some pending issues
concerning the Operating Contracts and the settlement of liabilities prior to their execution
which have not yet been regulated. Among these it is worth highlighting the process for
settlement and reconciliation of accounts with YPFB and the formalisation of the payment of
VAT on the Owner Remuneration, which was acknowledged and paid by YPFB with Tax Credit
Notes (negotiable securities) in December 2008.

New Bolivian Constitution

Bolivia enacted its new Constitution on February 7, 2009, stipulating in relation to the oil and
gas sector, among other matters, that:

(i) Hydrocarbons are the inalienable and imprescriptible property of Bolivians; (ii) by virtue of
belonging to the Bolivian people, securities evidencing a residual ownership interest in Bolivia’s
natural resources may not be listed and traded on securities markets or used to securitize or
pledge financial transactions; (iii) the state, on behalf of the Bolivian people and as their
representative, exercises ownership of all the country’s oil and gas production and is the sole
entity authorized to market this output; (iv) all income received from the sale of oil and gas shall
be the property of the state; (v) the state shall define the oil and gas policy and shall promote its
comprehensive, sustainable and equitable development and guarantee energy sovereignty; (vi)
YPFB is the sole entity authorised to control and manage the oil and gas productive and
commercial chain; (vii) YPFB may not transfer its rights and obligations in any form or under
any regime, tacitly or expressly, directly or indirectly; YPFB is authorised to enter into service
agreements with Bolivian and foreign public, mixed or private entities for the execution of
certain production chain activities on YPFB’s behalf in exchange for compensation or a service
fee; (viii) YPFB may incorporate mixed economy associations or companies for the execution of
hydrocarbon-related activities, in which YPFB must hold a mandatory interest of no less than
51% in these entities’ total share capital.

Repsol understands that the majority of these provisions were fully effective prior to their
incorporation into the new Constitution by virtue of Hydrocarbon Law 3058 and Nationalisation
Decree No. 28701. In relation to the Operating Contracts, while they could be deemed to fall
under the scope of the constitutional provisions, complementing legislation dealing specifically
with the sector is still pending, such as a new hydrocarbon act or a law that specifically ratifies
and governs the concession operating contracts.
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It is management’s understanding that the new Constitution will require enactment of a series of
additional laws and regulations.

Other regulatory provisions

On May 22, 2009, the Ministry of Hydrocarbons and Energy issued Ministerial Resolution No.
101/2009, approving the timeline for restructuring YPFB’s production and transport plans. In
accordance with the timeline set in this resolution, the development and transport plans were
presented on November 29, 2009.

Finally, Ministerial Resolution No. 291/2009, dated October 29, 2009, modifies the priority for
allocation of oil and gas production volumes to the various markets, establishing the following
order of priority: Natural gas: (1) the internal market; (2) Brazil, under the export commitment
agreement signed between YPFB and Petrobras; (3) Argentina, under the export commitment
agreement signed between YPFB and ENARSA; and (4) other sales agreements signed
subsequent to the Brazilian and Argentine agreements. Liquid hydrocarbons: (1) the internal
market; (2) the export market.

Ecuador

On March 29, 2006, by the Law No. 2006-42, Ecuador demanded from the contractors of all the
prospecting and exploitation joint contracts of hydrocarbons the payment of at least 50% of the
so-called “surpluses of crude oil”, that is, the difference between the participation value of each
contractor, according to the oil price at the date of the execution of the contract (calculated on the
basis of the monthly average of the sale price expressed in fixed values) and its value in
accordance to the oil price at the date of sale by the contractors. Later on, the Executive Decree
No. 662, on October 4, 2007, which amends the Executive Decree 1,672, increased the
mentioned stake of the State over the oil surpluses up to 99%.

On June 9, 2008, the companies constituting the consortium of contractors of the Block 16, in
disagreement with the application of this new encumbrance, filed with the ICSID an application
for international arbitration pursuant to the Equity Contract. The total amount paid by the
consortium of contractors under protest, until March 2008, regarding the application of the Law
No. 2006-42, was 591.5 million dollars (€ 425 million), amount for which Repsol and the other
members of the consortium of contractors claim compensation to Petroecuador and the
Government of Ecuador before the ICSID. Repsol YPF’s current direct and indirect share in the
consortium of the Block 16 is 55%.

Via executive order, Petroecuador claimed payment by the consortium of contractors of the
balance of surplus profits not yet paid, in respect of which Repsol YPF Ecuador filed for an
injunction in the aforementioned arbitration proceedings brought before the ICSID in a pre-
emptive move. On March 12, 2009 Repsol YPF Ecuador S.A. executed an instalment payment
agreement with Petroecuador covering the amounts subject to the claim, under which two
payments have already been made.

On March 12, 2009, Repsol YPF Ecuador S.A. (Ecuador Branch), as operator of Block 16,
signed a modified Participation Agreement which extends the concession to operate Block 16
from January 31, 2012 to December 31, 2018, although the Participation Agreement will be
terminated early if a Services Agreement to replace this Participation Agreement is not
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negotiated and executed within a period of one year (this deadline can be extended by mutual
agreement). During this transition period, the Government of Ecuador will reduce the tax on
extraordinary profits from 99% to 70%.

At the end of 2009, the aforementioned transition period was extended by an additional year, to
March 12, 2011 (a deadline which can also be extended by mutual agreement).

New Constitution in Ecuador

On October 20, 2008 the new Constitution of Ecuador was published in the Official State
Gazette, which makes certain amendments to hydrocarbons regulations. In accordance with
article 408 of the new Constitution, the state is entitled to retain a portion of the profits deriving
from the sale of the nation’s oil and gas resources in an amount that shall not be less than the
earnings retained by the producer. A similar provision had already been written into the
operating licenses but had never been incorporated into a constitution. As a result of the new
Constitution, new hydrocarbons regulations are currently being drafted.

Other countries

Repsol YPF’s operations are subject to an extensive variety of legislation and regulatory
frameworks in the other countries in which it operates. All aspects of the activities performed,
including, inter alia, land occupancy, production rates, royalties, price-setting, environmental
protection, export rates, exchange rates, etc., are covered by such legislation and regulatory
frameworks. The terms of the concessions, licenses, permits and agreements governing the
Group’s interests vary from one country to another. These concessions, licenses, permits and
agreements are generally awarded or jointly carried out with government bodies or state
companies and occasionally with private sector organisations.

(3) BASIS OF PRESENTATION

The accompanying consolidated financial statements are presented in millions of euros and were
prepared from the accounting records of Repsol YPF, S.A. and of its investees. The consolidated
financial statements are presented in accordance with the International Financial Reporting
Standards (IFRSs) as issued by the International Accounting Standards Board (IASB) and as
approved by the European Union at December 31, 2009. The IFRS approved by the European
Union differ in some aspects from the IFRS published by the International Accounting Standards
Board (IASB); however these differences do not have a relevant impact on the Group’s
consolidated financial statements for the years presented. Accordingly, they present fairly the
Group’s consolidated equity and financial position at December 31, 2009, the results of its
operations, the changes in consolidated equity and the consolidated cash flows in the year then
ended.

The preparation of the consolidated financial statements in accordance with IFRS, which is the
responsibility of the Group's directors, makes it necessary to make certain accounting estimates
and for the directors to use their judgment when applying the Standards. The most complex
areas, the areas in which the directors' judgment is most required and the areas in which
significant assumptions or estimates have to be made are detailed in Note 5 (Accounting
Estimates and Judgments).
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3.1)

Comparison of information

On July 1, 2008, the Group’s interest in Alberto Pascualini Refap, S.A. (REFAP) was classified
as a “Non-current assets held for sale” in accordance with IFRS 5 Non-current assets held for
sale and discontinued operations. However, the prevailing unfavourable operating climate
affecting its business, together with the widespread financial crisis, has prevented the Group
from successfully closing the sale as planned. As a result, in 2009 the Group’s investment in
REFAP was once again consolidated in the financial statements using the proportional
integration method.

To facilitate comparison between 2009 and 2008, in accordance with prevailing accounting
criteria (IAS 31 Interests in joint ventures), the 2008 figures included in the accompanying
consolidated financial statements have been duly modified to consolidate this entity using the
proportional integration method for the full year. The change in consolidation method for
REFAP does not affect years prior to 2008. The changes between the 2008 financial statements
included for comparative purposes herein and the financial statements approved in 2008 are
illustrated in the following tables:

12/31/2008 as 12/31/2008 as

per 2009 Proportional per 2008

consolidated  consolidation  consolidated
financial of REFAP, financial

ASSETS statements 2H08 statements
Intangible assets: 4,283 204 4,079
a) Goodwill 3,055 204 2,851
b) Other Intangible assets 1,228 - 1,228
Property, plant and equipment 26,094 357 25,737
Investment property 31 - 31
Investments accounted for using the equity method 525 - 525
Non-current financial assets 2,465 1) 2,466
Deferred tax assets 1,530 67 1,463
Other non-current assets 276 - 276
NON-CURRENT ASSETS 35,204 627 34,577
Non-current assets held for sale 163 (1,088) 1,251
Inventories 3,641 57 3,584
Trade and other receivables 6,636 4 6,632
a) Trade receivables 4,228 19 4,209
b) Other receivables 2,164 (16) 2,180
¢) Income tax assets 244 1 243
Other current financial assets 498 4 494
Cash and cash equivalents 2,922 31 2,891
CURRENT ASSETS 13,860 (992) 14,852
TOTAL ASSETS 49,064 (365) 49,429
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12/31/2008 12/31/2008
as per 2009 Proportional as per 2008
consolidated  consolidation  consolidated
financial of REFAP, financial
LIABILITIES AND EQUITY statements 2H08 statements
EQUITY
Equity 21,003 (156) 21,159
Adjustments for changes in value (1,169) (110) (1,059)
EQUITY ATTRIBUTABLE TO EQUITY HOLDERS
OF THE PARENT 19,834 (266) 20,100
MINORITY INTERESTS 1,170 - 1,170
TOTAL EQUITY 21,004 (266) 21,270
Grants 108 - 108
Non-current provisions for contingencies and expenses 2,718 8 2,710
Non-current financial liabilities 10,432 117 10,315
a) Bank borrowings, bonds and other securities 10,118 117 10,001
b) Other financial liabilities 314 - 314
Deferred tax liabilities 2,559 5 2,554
Other non-current liabilities 1,451 - 1,451
NON-CURRENT LIABILITIES 17,268 130 17,138
Liabilities related to non-current assets held for sale 12 (589) 601
Current provisions 439 2 437
Current financial liabilities: 1,853 65 1,788
a) Bank borrowing, bonds and other securities 1,807 65 1,742
b) Other financial liabilities 46 - 46
Trade payables and other payables 8,488 293 8,195
a) Trade payables 3,174 296 2,878
b) Other payables 5,024 (3) 5,027
¢) Income tax liabilities 290 - 290
CURRENT LIABILITIES 10,792 (229) 11,021
TOTAL EQUITY AND LIABILITIES 49,064 (365) 49,429




3.2)

12/31/2008 12/31/2008
as per 2009 Proportional as per 2008
consolidated consolidation  consolidated

financial of REFAP, financial
CONSOLIDATED INCOME STATEMENT statements 2HO08 statements
Sales 58,475 735 57,740
Other operating income 3,236 1 3,235
OPERATING REVENUE 61,711 736 60,975
Supplies (41,395) (534) (40,861)
Other operating expenses (15,296) (265) (15,031)
OPERATING EXPENSES (56,691) (799) (55,892)
OPERATING INCOME 5,020 (63) 5,083
FINANCIAL RESULT (544) (172) (372)
PROFIT BEFORE TAX AND SHARE OF RESULTS 4,476 (235) 4,711
OF COMPANIES ACCOUNTED FOR USING THE
EQUITY METHOD
Income Tax (1,861) 79 (1,940)
Share of results of companies accounted for using
the equity method 66 - 66
Net income for the year from continuing
operations 2,681 (156) 2,837
CONSOLIDATED NET INCOME FOR THE
YEAR 2,681 (156) 2,837
Net income attributable to minority interests (126) - (126)
NET INCOME ATTRIBUTABLE TO THE
PARENT 2,555 (156) 2,711

In addition, the presentation format of the accompanying financial statements has been amended
with respect to 2008 as a result of the application of the disclosure requirements established in
Revised IAS 1 “Presentation of Financial Statements™. Although these changes are not material,
they did entail the incorporation of a Statement of Changes in Equity into the Consolidated
Financial Statements.

Basis of consolidation

Repsol YPF’s Consolidated Financial Statements include the investments in all their subsidiaries,
associates and joint ventures.

All the subsidiaries over which Repsol YPF exercises direct or indirect control were fully
consolidated. Control is the power to govern the financial and operating policies of a company
S0 as to obtain benefits from its activities. Control is, in general but not exclusively, presumed to
exist when the parent owns directly or indirectly more than half of the voting power of the
investee.
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The share of the minority interests in the equity and profit of the Repsol YPF Group's
consolidated subsidiaries is detailed under the headings “Minority interests”, within the Equity
category, in the Consolidated Balance Sheets and “Net income Attributable to Minority
Interests” in the Consolidated Income Statements, respectively.

Joint ventures are proportionately consolidated and, accordingly, the consolidated financial
statements include the assets, liabilities, expenses and income of these companies only in
proportion to Repsol YPF Group's ownership interest in their capital. Joint ventures are those
over which there is shared control and exists only when the strategic financial and operating
decisions relating to the activity require the unanimous consent of the parties sharing control.

The assets, liabilities, income and expenses corresponding to the joint ventures are presented in
the consolidated balance sheet and consolidated income statement in accordance with their
specific nature.

Associates are accounted for using the equity method. These are companies over which the
investor has significant influence but does not exercise effective or joint control. Significant
influence is the power to affect financial and operating decisions of a company and is presumed
to exist when the investor holds an interest of 20% or more. The equity method involves
recognizing under “Investments accounted for using the equity method” in the Consolidated
Balance Sheets, the net assets and goodwill, if applicable, of these companies only in proportion
to the ownership interest in their capital. The net profit or loss obtained each year through these
companies is reflected, only in proportion to the ownership interest in their capital, in the
Consolidated Income Statements as “Share of results of companies accounted for using the
equity method”.

Losses incurred by an associate attributable to the investor that exceed the latter's interest in the
associate are not recognised, unless the Group is obliged to cover them.

Appendix | contains a list of the consolidated subsidiaries, associates and joint ventures in which
Repsol YPF, S.A. has direct and indirect ownership interests, which were included in the scope
of consolidation.

The balances, transactions and profits between the fully consolidated companies were eliminated
on consolidation. All balances, transactions and profits derived from transactions between the
proportionately consolidated companies and other Group companies were eliminated in the
proportion of its effective integration. The profit or loss on transactions between Group
companies and associates was eliminated in proportion to the Group's percentage of ownership
of these companies.

The accounting policies and procedures used by the Group companies were standardised with
those of the parent for the purpose of presenting the consolidated financial statements using
uniform measurement bases.

The financial statements of the investees whose functional currency differs from the presentation
currency (see Note 4.3) are translated as follows:

- The assets and liabilities in each of the balance sheets presented are translated at the
exchange rates prevailing on the balance sheet date.
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(4)

- Income and expense items in each of the income statements are translated at the
average exchange rates of the period.

- Any exchange differences arising as a result of the foregoing are recognised as a
separate component of “Adjustments for changes in value” of equity called
“Translation Differences”.

On disposal of a company whose functional currency is not the euro, the exchange differences
posted as a component of equity relating to that company are recognised in the income statement
on the same date as that on which the gain or loss on disposal is recognised.

The exchange rates against the euro of the main currencies used by the Group companies at
December 31, 2009 and 2008 were as follows:

December 31, 2009 December 31, 2008
Year-End Cumulative Year-End Cumulative
Rate Average Rate Rate Average Rate
Dollar ......ccoeeveeieinnns 1.44 1.39 1.39 1.47
Argentine Peso....... 5.45 5.18 4.78 4.62
Brazilian Real............. 251 2.77 3.25 2.68

3.3) Changes in the scope of consolidation

Appendix | includes the main changes in 2009 and 2008.

ACCOUNTING POLICIES

The principal accounting policies used by Repsol YPF in preparing the consolidated financial
statements, are as follows:

4.1)

4.2)

Current/Non-current classification

In the accompanying consolidated balance sheet, assets and liabilities maturing within 12
months are classified as current items and those maturing within more than 12 months as non-
current items.

Offsetting

As a general rule, in the consolidated financial statements neither assets and liabilities nor
income and expenses are offset, except when offsetting is required or permitted by a given
Standard and this presentation reflects the substance of the transaction.

Income and expenses arising from transactions in which, contractually or by law, offsetting is

permitted and the Group intends to settle them on a net basis, or to realise the asset and settle the
liability simultaneously are presented at their net amount in the consolidated income statements.
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4.3)

4.4)

4.5)

Functional currency and foreign currency transactions

Functional currency

The items included in these consolidated financial statements relating to the Group companies
are measured using their functional currency, which is the currency in the main economic
environment in which they operate. The consolidated financial statements are presented in euros,
which is the Repsol YPF Group's functional and presentation currency.

Foreign currency

Transactions in currencies other than the functional currency of an entity are deemed to be
“foreign currency transactions” and are translated to the functional currency by applying the
exchange rates prevailing at the date of the transaction. At each year end, the foreign currency
monetary items on the balance sheet are measured at the exchange rate prevailing at that date
and the exchange rate differences arising from such measurement are recorded as “Financial
result” in the consolidated income statement in the year incurred. This does not apply to the
accounting treatment of monetary items that qualify as hedging instruments (see Note 4.22).

Goodwill

Goodwill represents the excess of the cost of a business combination over the acquirer’s interest
in the net fair value of the identifiable assets, liabilities and contingent liabilities that meet the
pertinent recognition criteria at the date of acquisition.

In the event of a shortfall, the value of the assets, liabilities and contingent liabilities acquired
must be re-assessed. If after this re-assessment the shortfall continues to exist, it is recognised as
income under “Other Operating Income” in the consolidated income statement.

Goodwill is not amortised and, in accordance with IFRS 3, is subsequently measured at cost less
any accumulated impairment losses (see Note 4.9).

Other intangible assets

The Repsol YPF Group initially recognises intangible assets at acquisition or production cost,
except in the case of the emission allowances described in section f). This cost is amortised on a
straight-line basis over their useful lives. At each balance sheet date, these assets are measured at
cost less any accumulated amortisation and any accumulated impairment losses.

The main intangible assets of the Repsol YPF Group are as follows:

a) Trademarks and similar intangible assets

Trademarks and similar intangible assets generated internally by the Group are not
recognised as assets and the expenses incurred are allocated to income as incurred.
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b)

d)

Research and development expenses

The Group records incurred research expenses as expenses in the current period.
Development expenses are capitalised if all the conditions required by the applicable
accounting standard are fulfilled.

Leasehold assignment, surface and usufruct rights
This account includes the following:

i. Costs relating to contracts for the purchase of service station management rights and of

the usufruct and surface rights related to these assets. These costs are amortised over the

related contract terms, which range from 9 to 50 years.

ii. Exclusive rights to use gas transmission pipelines. These rights are amortised over the
term of the related right (currently 25 years).

Reflagging rights and rights of publicity
This account relates to the cost of reflagging contracts for service stations owned by third

parties, and the account balance is amortised on a straight-line basis over the related contract
term.

e) Exclusive supply contracts

f)

This account relates to the costs arising from exclusive supply contracts entered into with
service station owners, distributors and direct consumers, which are amortised on a straight-
line basis over the term of the contract (the average term is currently five years).

Emission allowances

Emission allowances are recognised as an intangible asset and are measured at acquisition
cost.

Allowances received for no consideration under the National Emission Allowance
Assignment Plan, are initially recognised at the market price prevailing at the beginning of
the year in which they are issued, and a balancing item is recognised as a grant for the same
amount under deferred income, which is charged against income as the corresponding tons of
CO, are consumed.

These allowances are not amortised as their carrying amount equals their residual value and,
therefore, the depreciable basis is zero, as their value is constant until delivery to the
authorities; the allowances may be sold anytime. Emission allowances are subject to an
annual impairment test (see Note 4.9). The fair value of the emission allowances is measured
based on the average market price on European Union Allowances Exchange for the last
trading session of the year provided by the ECX-European Climate Exchange.

As the emissions are released into the atmosphere, the Group records an expense on the
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heading “Other operating expenses” in the consolidated income statement acknowledging a
provision whose amount is based on the CO, tons emitted, measured, (i) at its book value, or
(if) by the quotation price at the closing in the case Repsol YPF does not have enough
emission allowances available for the period.

When the emissions allowances for the CO, tons emitted are delivered to the authorities, the
intangible assets as well as their corresponding provision are derecognised from the balance
sheet without any effect on the income statement.

g) Other intangible assets

This account includes administrative concessions and other costs, such as those relating to
computer software and intellectual property. These items are amortised on a straight-line
basis over the useful lives of the assets; in the case of the administrative concessions, over
the term of the related concession, and in the case of other assets over a period ranging
between 3 and 20 years.

The concessions of electricity for distribution and transmission in Spain, acquired as a result
of the acquisition of Union Fenosa by Gas Natural, are not encumbered by law or any other
means. As a result, based on their classification as intangible assets with an indefinite useful
life, they are not amortised, although they are tested for impairment annually.

4.6) Property, plant and equipment

The Repsol YPF Group uses the cost model by which items of property, plant and equipment are
measured initially at their acquisition cost.

a) Cost

The cost of property, plant and equipment items includes their acquisition cost, all the costs
directly related to the location of assets, making them operational and the present value of the
expected disbursements necessary for any costs of dismantling and removing the item or
restoring the site on which it is located, when such obligations are incurred under certain
conditions. Subsequent changes to the estimates of the liabilities due to dismantling costs and
related liabilities arising as a result of changes in the estimated cash flows or in the discount
rate are added or deducted from the cost of the corresponding asset during the period in
which they occur, except where the writedown of liabilities exceeds the carrying amount of
the corresponding assets, in which case the difference is recognised in the consolidated
income statement.

Borrowing costs that are directly attributable to the acquisition or construction of assets that
require more than one year to be ready for use are capitalised as part of the cost of these
assets and in accordance with established limits.

Personnel expenses and other operating expenses directly attributable to the construction of
the asset are also capitalised.

The costs of expansion, modernisation or improvements leading to increased productivity,

capacity or efficiency or to a lengthening of the useful lives of the assets are capitalized, as
long as the general capitalisation criteria are met.
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b)

Repair, upkeep and maintenance expenses are recognised in the income statement as
incurred. Furthermore, certain of the Repsol YPF Group’s facilities require periodic reviews.
In this respect, a portion of the items requiring replacement are recognised specifically and
are depreciated over the period until the next repairs are carried out.

This heading also includes investments relating to oil and gas exploration and production
activities (see Note 4.6.c), and the cost of assets held under finance leases (see Note 4.19.a).

Depreciation

Property, plant and equipment, other than those relating to oil and gas exploration and
production activities (see Note 4.6.c), are depreciated using the straight-line method on the
basis of the acquisition cost of the assets less their estimated residual value, over the years of
estimated useful life of the assets, the detail being as follows:

Years of Estimated

Useful Life
Buildings and other StruUCTUIES .........ccccovrereiireninienereiee 20-50
Machinery and fixtures:
Machinery, fixtures and tools(1) .......c.ccccoevevernnenn, 8-40
FUMITURE oo 9-15
Refineries in service:
UNIES ot 8-15
Storage tanks .....ceceeereiieienese e 20-30
Pipelines and networks ..........c.ccoceevvernenes 12-18
Gas infrastructure and distribution facilities............ 20-40
Transport eqQUIPMENT .......cvevevereresese e 5-25

(1) In addition, the Group holds an indirect interest, via Gas Natural, in hydro-powered generation assets whose
depreciation period can be as high as 100 years, where not held under concession, depending on their estimated useful
lives.

The depreciation of these assets starts when the assets become available for use.

Land is classified separately from the buildings or facilities that might be located on it and is
deemed to have an indefinite useful life. Therefore, it is not depreciated.

Recognition of oil and gas exploration and production transactions

Repsol YPF recognises oil and gas exploration and production transactions using the
“successful-efforts” method, whereby the accounting treatment of the various costs incurred
is as follows:

i. The costs incurred in the acquisition of new interests in areas with proved and
unproved reserves (including bonds, legal costs, etc.) are capitalised as incurred under
“Investments in areas with reserves” associated with proved reserves or unproved
reserves, as appropriate.

ii. The costs of acquiring interests on exploration permits for a given period of time are

capitalised at their purchase price and recorded in the heading “Other exploration
costs”. If reserves are not found, the amounts previously capitalised are recognised as
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Vi.

an expense in the consolidated income statement. If the exploration work yields
positive results, giving rise to commercially exploitable wells, the costs are reclassified
to “Investments in areas with reserves” at their carrying amount when the wells are
determined to be commercially exploitable. Wells are classified as “commercially
exploitable” only if they are expected to generate a volume of reserves that justifies
their commercial development on the basis of the conditions prevailing when the costs
are recognised (e.g. prices, costs, production techniques, regulatory framework, etc.).

Exploration costs (geological and geophysical expenditures, expenditures associated
with the maintenance of unproved reserves and other expenditures relating to the
exploration activity), excluding exploratory drilling expenditures, are charged to
income as incurred.

Exploratory drilling costs, including those relating to stratigraphic exploration wells,
are recognised as assets under the heading “Other exploration costs” until it is
determined whether proved reserves justifying their commercial development have
been found. If no proved reserves are found, the capitalised drilling costs are charged
to income. However, if as a result of exploratory drilling, including stratigraphic
exploratory wells, reserves are found that cannot be classified as proved, their
recognition depends on the following:

- If the area requires additional investments before production can commence, the
drilling costs remain capitalised only during the period in which the following
conditions are met: (i) the amount of proved reserves found justifies the
completion of a productive well if the required investment is made; and (ii) the
drilling of additional exploratory or stratigraphic wells is underway or planned
for the near future. If either of the aforementioned conditions is not met, the
drilling costs or the cost of the stratigraphic wells are charged to income.

- In all other circumstances, the existence of reserves that can be classified as
proved have to be determined within one year from the completion of the
prospection work. Otherwise, the related drilling costs are charged to income.

Drilling costs that have given rise to a positive discovery of commercially exploitable
reserves are reclassified to “Investments in areas with reserves”.

Development expenditure incurred in lifting proved reserves and in processing and
storing oil and gas (including costs incurred in drilling relating to productive wells and
dry wells under development, oil rigs, recovery improvement systems, etc.) are
recognised as assets under “Investments in areas with reserves”.

Future field abandonment and dismantling costs (environmental, safety, etc.) are
estimated, on a field-by-field basis, and are capitalised at their present value when they
are initially recognised under “Investments in areas with reserves” in the consolidated
balance sheet, within “Non-Current Provisions”.

The investments capitalised as described above are depreciated as follows:

Investments in the acquisition of proved reserves are depreciated over the estimated
commercial life of the field on the basis of the production for the period as a
proportion of the proved reserves of the field at the beginning of the depreciation
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4.7)

period.

ii. Investments relating to unproved reserves or fields under evaluation are not
depreciated. These investments reserves are assessed at least once a year or, in any
case, whenever there is any indication of impairment and, in the event of impairment,
the related loss is recognised with a charge to the consolidated income statement for
the year.

iii. Cost incurred in drilling work and subsequent investments to develop and lift oil and
gas reserves are depreciated over the estimated commercial life of the field on the
basis of the production for the period as a proportion of the proved reserves of the
field at the beginning of the depreciation period.

The changes in estimated reserves are considered on a prospective basis in calculating
depreciation.

At each balance sheet date or whenever there are indications that the assets might have
become impaired, their recoverable amount (see Note 4.9) is compared to their carrying
amount. Any impairment loss or reversal arising as a result of this comparison is
recognised under “Impairment losses and losses on disposal of non-current assets” or, if
applicable, “Income from reversal of impairment losses and gains on disposal of non-
current assets” on the consolidated income statement (see Notes 4.9, 8, 10 and 26).

d) Environmental property, plant and equipment

Property, plant and equipment of an environmental nature, the purpose of which is to
minimise environmental impact and to protect and improve the environment, are identified
on the basis of the nature of the business activities carried on by the Group, based on the
Group’s technical criteria, which are based on the guidelines relating to these matters issued
by the American Petroleum Institute (API).

Environmental property, plant and equipment and the related accumulated depreciation are
recognised in the consolidated balance sheet together with other property, plant and
equipment, classified by their nature for accounting purposes.

Their cost, depreciation methods and the valuation adjustments to be performed are
determined in accordance with the rules relating to these non-current asset items, as
explained in Notes 4.6.a to 4.6.c.

Investment property

Investment properties are those assets (buildings, land) held either to earn rentals from their
leasing, or for capital appreciation. These assets are not used in the Group's business activities
and are not for its own use. Repsol YPF recognises investment property using the cost model,
applying the same policies as those for items of property, plant and equipment (see Note 4.6.a-b).
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4.8)

4.9)

Non-current assets held for sale and discontinued operations

The Group classifies a non-current asset (or group of assets) as held for sale if the carrying
amount of the asset(s) and associated liabilities will be recovered through a sale transaction
rather than through continuing use. This condition is regarded as met only when the sale is highly
probable and the asset is available for immediate sale in its present condition. The sale should be
expected to be completed within one year from the date of classification.

These assets or group of assets are presented at the lower of carrying amount and fair value less
costs to sell and are not depreciated as long as they are classified as held for sale or form part of
a group of assets classified as held for sale.

In addition, the Group classifies as discontinued operations any component (a cash-generating
unit or a group of cash-generating units) that represents a separate major line of business or
geographical area of operations, or has been sold or disposed of by other means, or that qualifies
for classification as held for sale.

Non-current assets held for sale are presented in the consolidated balance sheet separately from
other assets under the heading “Non-current assets held for sale”, while the liabilities associated
with assets qualifying for this classification are presented under “Liabilities related to non-
current assets held for sale”. The after-tax profits or losses generated by discontinued operations
are presented in a single heading “Net income for the year from discontinued operations”.

Impairment of property, plant and equipment, intangible assets and goodwill

In order to ascertain whether its assets have become impaired, the Group compares their
carrying amount with their recoverable amount at the balance sheet date (see Note 4.23), or
more frequently if there are indications that the assets might have become impaired. For that
purpose, assets are grouped into cash-generating units (CGUs), to the extent such assets, when
individually considered, cannot generate cash inflows that are independent of the cash inflows
from other assets or CGUs.

To perform this test, goodwill acquired on a business combination is allocated among the cash-
generating units or groups of cash-generating units (CGUSs) that benefit from the synergies of the
business combination and the recoverable amount thereof is estimated by discounting the
estimated future cash flows of each unit.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a rate
that reflects the weighted average cost of capital employed, which is different for each country
and business.

If the recoverable amount of an asset (or a cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or the cash-generating unit) is reduced to its
recoverable amount, and an impairment loss is recognised as an expense under “Impairment
losses recognised and losses on disposal of non-current assets” in the consolidated income
statement.

An impairment loss is recognised, first applied, as a reduction of the carrying amount of related
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goodwill allocated to the cash-generating unit. Any impairment losses in excess of the carrying
amount of goodwill is then allocated to the assets comprising the CGU on a pro-rata basis of
their carrying amount.

The basis for future depreciation or amortisation will take into account the reduction in the value
of the asset as a result of any accumulated impairment losses.

On the occurrence of new events, or changes in existing circumstances, which prove that an
impairment loss recognised on a prior date could have disappeared or decreased, a new estimate
of the recoverable value of the corresponding asset is developed, to determine whether it is
applicable to reverse the impairment losses recognised in previous periods.

In the event of a reversal the carrying amount of the asset (or the cash-generating unit) is
increased to the revised estimate of its recoverable amount, so that the increased carrying
amount does not exceed the carrying amount that would have been determined in case no
impairment loss had been recognised for the asset (or the cash-generating unit) in prior years. A
reversal of an impairment loss is recognised under “Income from reversal of impairment losses
and gains on disposal of non-current assets” in the consolidated income statement. An
impairment loss recognised for goodwill can not be reversed in subsequent periods.

4.10) Current and non-current financial assets

The Group classifies its investments when they are initially recognised and reviews their
classification at each balance sheet date. The assets are classified on the basis of the purpose for
which they were acquired.

This category has, in turn, the following sub-categories:

a) Financial assets at fair value with changes through profit or loss

a.l) Financial assets held for trading: this category comprises derivatives not
designated as hedging instruments.

a.2) Other financial assets at fair value with changes in profit and loss: this category
comprises those financial assets acquired for trading or sale in the short-term
which are not derivatives.

b) Financial assets available for sale

Financial assets available for sale are financial assets that have either been designated as
available for sale or have not been classified in any other financial asset category.

¢) Loans and receivables
There are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. They arise when the Group delivers goods or provides

services or financing to a third party and are assets which it does not intend to sell
immediately or in the near term.
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d) Held to maturity investments

Held to maturity investments are financial assets with fixed or determinable payments and
fixed maturity that the Group has the positive intention and ability to hold from the date of
purchase to the date of maturity.

A financial asset is initially recognised at fair value (see Note 4.22). Transaction costs that are
directly attributable to the acquisition or issuance of a financial asset are capitalised upon initial
recognition of the asset, except in relation to assets designated as financial assets at fair value
through profit or loss.

Subsequent to initial recognition, all financial assets, except for “Loans and receivables”, the
“Held to maturity investments” and certain investments in company shares will be measured at
fair value.

In the case of “Other financial assets at fair value with changes in profit and loss”, gains and
losses from changes in fair value are recognised in the net profit or loss for the year. In the case
of “Financial assets available for sale”, the gains and losses from changes in fair value are
recognised directly in equity until the asset is disposed of or it is determined that it has become
impaired, at which time the cumulative gains or losses previously recognised in equity are
recognised in the profit or loss for the year.

“Loans and receivables” and “Held to maturity investments” are measured at amortised cost, and
the accrued interest income is recognised in profit or loss using the effective interest rate
method. Investments in shares of companies that are not listed on an active market and whose
fair value cannot be measured reliably are measured at cost.

An impairment loss on financial assets at amortised cost is recognised when there is objective
evidence that the Group will not be capable of collecting all the related amounts under the
original terms of the accounts receivable.

The amount of the impairment loss is recognised in the consolidated income statement as the
difference between the carrying amount and the present value of the future cash flows
discounted at the effective interest rate. The carrying amount of the asset is reduced through a
correction account.

If, in subsequent periods, the value of the financial asset is recovered, the previously recognised
impairment loss shall be reversed. The reversal shall not exceed the carrying amount the
financial asset prior to the initial recognition of the impairment loss. The amount of the reversal
shall be recognised in the income statement for the period.

Finally, an account receivable is considered uncollectible when situations similar to the
following occur: dissolution of a company, lack of assets with which to settle the debts or a legal
ruling.

Financial assets are initially recognised at face value whenever the effect of not discounting the

related cash flows is not significant. Subsequent measurement of these assets is also done at face
value.
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4.11)

The Group derecognises financial assets when the contractual rights to the cash flows from the
financial asset expire or it transfers the financial asset and the transfer qualifies for
derecognition.

Inventories

Inventories acquired for our own use are stated at the lower of cost and net realisable value. Cost
(basically the average cost) includes acquisition costs (less trade discounts, rebates and other
similar items), transformation and other costs which have been incurred in bringing the
inventories to their present location and condition.

In the case of refinery products, the costs are allocated to income in proportion to the selling
price of the related products (isomargin method) due to the existing difficulty to recognize the
conversion costs of every product.

The Group assesses the net realisable value of the inventories at the end of each period and
recognises in income the appropriate valuation adjustment if the inventories are overstated.
When the circumstances that previously caused the impairment no longer exist or when there is
clear evidence of an increase in net realisable value because of changed economic circumstances,
the amount of the write-down is reversed.

Net realisable value is the estimated selling price at year end less the estimated costs of
completion and costs to be incurred in marketing, selling and distribution.

In the case of commaodities and similar products, it is not necessary to write down their carrying
amount below cost so long as management expects that the finished products in which they are to
be incorporated will be sold above cost.

Commodities inventories acquired for trading are measured at fair value less costs to sell and
changes in fair value are recognised in income. These transactions do not represent a significant
volume of the Group's inventories (see Note 14).

4.12) Cash and cash equivalents

Repsol YPF classifies under "Cash and cash equivalents" liquid financial assets, deposits or
financial assets that can be converted into a known amount of cash within three months and that
are subject to an insignificant risk of changes in value.

4.13) Earnings per share

Basic earnings per share are calculated by dividing the profit for the period attributable to equity
holders of the parent by the weighted average number of ordinary shares outstanding during the
period taking into account, where appropriate, any treasury shares held by the Group (see Notes
15.1 and 15.4).

4.14) Financial liabilities

Financial liabilities are initially recognised at fair value less the transaction costs incurred. Since
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the Group does not have any held-for-trading financial liabilities, except for derivative financial
instruments, after initial recognition, financial liabilities are measured at amortised cost. Any
difference between the financing received (net of transaction costs) and repayment value is
recognised in the consolidated income statement over the life of the debt instrument in question,
using the effective interest rate method.

Preference shares, the terms and conditions of which are detailed in Note 17 correspond to this
liability category. They are initially recognised at fair value net of issuing costs and are
subsequently measured at amortised cost, unless they form part of a hedging transaction in which
case the criteria set forth in Note 4.22 applies.

Trade payables and other payables are financial liabilities which do not bear explicit interest and
which, are recognised at face value, when the effect of not discounting them is not material.

The Group derecognises financial liabilities when the obligations are cancelled or expire.

4.15) Provisions

In accordance with prevailing accounting standards, the Group makes a distinction between:

a) Provisions: present obligations, either legal or assumed by the Group, arising from past
events, the settlement of which is expected to give rise to an outflow of resources the
amount and timing of which are uncertain; and

b) Contingent liabilities: possible obligations that arise from past events and whose existence
will be confirmed only by the occurrence or non-occurrence of one or more future events
not wholly within the control of the Group, or present obligations arising from past events,
the amount of which cannot be estimated reliably or whose settlement is not likely to give
rise to an outflow of resources embodying future economic benefits.

These provisions are recognised when the liability or obligation giving rise to the indemnity or
payment arises, to the extent that its amount can be reliably estimated and it is probable that the
commitment will have to be settled.

When a contract qualifies as onerous, the related present liabilities are recognised in the
consolidated financial statements as provisions.

Contingent liabilities are not recognised in the consolidated financial statements, but rather are
disclosed, as required by IAS 37 (see Note 35).

4.16) Pensions and other similar obligations

a) Defined contribution plans

Repsol YPF has recognised defined contribution pension plans for certain employee groups;
directly or indirectly through Group subsidiary YPF and Gas Natural (see Note 21).

The annual cost of these plans is recognised under “Personnel expenses” in the consolidated
income statement.
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b) Defined benefit plans

Repsol YPF’s defined benefit plans are mostly held through Gas Natural. The benefits to
which the employees are entitled at the date of their retirement are recognised in the income
statement as follows:

i. The current service cost (the increase in the present value of the defined benefit
obligation resulting from employee service in the current period), under “Personnel
expenses”.

ii. The interest cost (the increase during a period in the present value of a defined benefit
obligation which arises because the benefits are one period closer to settlement),
under “Financial costs”.

iii. The return on plan assets and changes in the value thereof, less any costs of
administering the plan and less any tax payable by the plan itself, under “Financial
COsts”.

The liability recognised with respect to defined contribution pension plans is the present
value of the obligation at the balance sheet date less the fair value of plan assets, net of
adjustments for past service costs. The obligation under defined benefit plans is calculated
annually by independent actuaries in accordance with the projected credit unit method.

Any actuarial gains or losses arising as a result of changes in the actuarial assumptions used
are recognised directly in equity under the heading “Reserves”.

4.17) Grants

a) Grants related to assets

These are grants related to non-current assets and are measured at the amount granted, or
nominal value, or the fair value of the assets received, if they have been transferred for no
consideration. They are classified as deferred income when it is certain that they will be
received.

These grants are a recognised to income on straight line basis over the useful life of the assets
whose costs they are financing. The financial statements of Repsol YPF present the assets
and the grants received separately.

b) Grants related to income
These are grants that become receivable by the Group as compensation for expenses or losses
already incurred and are recognised as income for the period in which they become

receivable.

4.18) Deferred income

Deferred income relates mainly to income from the assignment of gas transmission pipeline usage
rights, the income relating to the natural gas distribution network relocation to be borne by third
parties and the net amounts received each year for new connections and branch lines. This income
is credited to income on a straight-line basis over the depreciation period of the related non-current
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assets, which ranges from 20 to 50 years.

In addition, in this heading there are also included as deferred income the CO, emission rights
received for no consideration (see Note 4.5.1).

4.19) Leases

In this category, a distinction can be drawn between:

a)

b)

Finance leases

Leases are classified as finance leases whenever the lessor transfers substantially all the risks
and rewards of ownership to the lessee. The ownership of the asset may or may not be
transferred.

When the consolidated companies act as the lessee in finance leases, they present the cost of
the leased assets in the consolidated balance sheet, based on the nature of the leased asset,
and, simultaneously, recognise a financial liability for the same amount, which will be the
lower of the fair value of the leased or the fair value of non-contingent amounts and not
related to the provision of services payable to the lessor including, where appropriate, the
price of exercising the purchase option, when the exercise thereof is expected with certainty at
the beginning of the lease. These assets are depreciated according to criteria applied to the
items of property, plant and equipment that are owned or are depreciated over the lease term,
whichever is shorter, provided there is no reasonable certainty that the lessee shall be granted
the ownership at the end of the term of the lease date.

The finance cost derived from the unwinding of the financial liability is allocated to the
periods during the lease term through use of a constant interest rate on the remaining financial
liability. The resulting finance expense is charged to “Financial result” in the consolidated
income statement.

Operating leases
Leases in which the ownership of the leased asset and substantially all the risks and rewards
incidental to ownership of the leased assets remain with the lessor are classified as operating

leases.

Lease costs are recognised under “Other operating expense”, respectively, in the consolidated
income statement as incurred.

When the Group acts as lessor, the resulting income is recognised under “Other operating
income” in the consolidated income statement, as accrued.

4.20) Income tax

Repsol YPF recognises in the income statement for the year the accrued tax on the companies’
income, which is calculated taking into account the differences between the timing of
recognition for accounting purposes and tax purposes of the transactions and other events in the
current year recognised in the financial statements, giving rise to temporary differences and,
therefore, to the recognition of certain deferred tax assets and liabilities in the balance sheet.
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These amounts are recognised by applying to the temporary differences the tax rate that is
expected to apply in the period when the asset is realised or the liability is settled.

Deferred tax liabilities are recognised for all taxable temporary differences, unless the temporary
difference arises from the initial recognition of goodwill for which amortisation is not deductible
for tax purposes or unless the exception to the deferred tax liabilities is applicable in cases of
taxable temporary differences related to investments in subsidiaries, branches and associates.

Deferred tax assets recognised for temporary differences and other deferred tax assets (tax losses
and tax deductions carry forwards) are recognised when it is considered probable that the
consolidated companies will have sufficient taxable profits in the future against which the
deferred tax asset can be utilised. Additionally, deferred tax assets recognised for temporary
differences can only be recorded to the extent that they will reverse in the near future.

The accrued income tax expense includes both the deferred income tax expense and the current
income tax expense, which is taken to be the amount payable (or refundable) in relation to the
taxable net income for the year (see Note 25).

“Income tax” in the accompanying consolidated income statement includes both the accrued
income tax expense and the net provisions recognised in the year for income tax contingencies.

4.21) Revenue and expense recognition

Revenue is measured at the fair value of the consideration received or receivable and represents
the amounts receivable for the goods and services provided in the normal course of business, net
of discounts, VAT and other sales-related taxes.

In order to minimise transport costs and optimise the Group's logistics chain, Repsol YPF carries
out oil product swap transactions with other companies in different geographical locations. The
related agreements include clauses to adjust through an amount of economic consideration the
value of the products swapped on the basis of the technical specifications thereof and the
delivery and receiving points for the goods. These transactions are not recognised in the income
statement as separate purchases and sales. Similarly, the Group does not recognise as period
sales transactions in which as a result of the clauses in the agreements signed the risks incidental
to ownership are not effectively transferred to the buyer.

Sales of goods are recognised when substantially all the risks and rewards have been transferred.
Revenue associated with the rendering of services is also recognised by reference to the stage of
completion of the transaction at the balance sheet date, provided the outcome of the transaction
can be estimated reliably. Interest income is accrued on a time proportion basis, by reference to
the principal outstanding and the effective interest rate applicable. Dividend income from
investments is recognised when the shareholders’ rights to receive payment have been
established.

An expense is recognised when there is a reduction of an asset, or an increase in a liability,
which can be measured reliably.

As a result of the legislation on oil and gas retailing in force in the countries in which the Group

operates, Repsol YPF reflects as both revenue and expenses the excise and analogous duties
levied specifically on consumption related to the production and/or sale of oil and gas products.
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4.22)

Transactions between companies of the Repsol YPF Group and between segments are carried
out on an arm's length basis. These transactions give rise to income, expenses and profits which
are eliminated on consolidation.

Work relating to water management, atmospheric protection, waste management, remediation of
soil and subsoil water and the development of environmental management systems are deemed
to be environmental expenses and they are recognised for accounting purposes in accordance
with the criteria indicated above.

Financial derivatives

The Group arranges derivatives to hedge its exposure to financial and commercial risks due to
interest rate and exchange rate fluctuations and to changes in the prices of certain commodities.
All financial derivative instruments are initially recognised at fair value at the contract date and
are subsequently measured at fair value. The derivatives are recognised as an asset when their
fair value is positive and as a liability when it is negative. The differences in fair value are
recognised in the income statement, except for specific hedge accounting treatment, where
applicable.

For the assessment of financial derivative instruments, in case these are available, quotation
market prices at the close of the balance sheet are used. This is the case of the futures contracts.

In the absence of quotation market prices for financial derivative instruments contracted, their
fair value is estimated discounting the associated future cash flows according to the interest,
exchange rates, credit differentials, volatility, and forward price trends in force on the close of
the balance sheet. This assessment method has been applied to the following instruments:

- Mixed currency and interest swaps

- Interest rate swaps

- Forward exchange rate contracts

- Swaps on crude oil prices and products
- Interest rate options

Although the Group applies common assessment market techniques, some changes in the
measurement models or in the hypotheses applied therein could lead to different assessments of
said instruments than these recognised in the balance sheet, income statement and/or equity.
The fair values of the derivative instruments used as hedge instruments are included in Note 19.
The Group designates certain derivatives as:
a) Fair value hedges
These are hedges of the exposure to changes in the fair value of an asset or a liability
recognised for accounting purposes, an unrecognised firm commitment or an identified

portion of the aforementioned asset, liability or firm commitment that can be attributed to
a particular risk and might affect the profit for the period.

The fair value of derivatives that are designated and effective as fair value hedges is
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recognised in the income statement, together with any change in fair value of the hedged
items.

b) Cash flow hedges

These are hedges of the exposure to changes in cash flows that: (i) are attributed to a
particular risk associated with a recognised asset or liability (such as all or some future
interest payments on variable rate debt) or a highly probable forecasted transaction and
that (ii) could affect the result for the year.

The effective portion of changes in the fair value of hedging instruments is recognised in
equity. The gain or loss relating to the ineffective portion is recognised in the income
statement. The cumulative gains or losses recognised in equity are transferred to net profit
or loss for the year, in the period in which the hedged items affect the income statement.

¢) Hedges of net investment

These are hedges of the exposure to foreign exchange rate changes in relation to
investments in the net assets of foreign operations.

Hedges of net investments in a foreign operation are accounted for in a similar way to
cash flow hedges, although the exchange rate differences resulting from these transactions
are recognised in “Translation differences” under equity in the accompanying
consolidated balance sheet. Cumulative gains and losses recognised in equity are
recognised in the consolidated income statement when the foreign operation is sold or
disposed of in any other way.

The Group documents at the inception of the transaction the hedging relationship between the
hedging instrument and the hedged items, and the risk management objective and strategy for
undertaking the hedge. The Group also documents their assessment, both at the inception of the
hedge and subsequently, in relation to whether the derivatives used in hedging transactions are
highly effective.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated or
exercised, or no longer qualifies for hedge accounting. At that time, any cumulative gain or loss
on the hedging instrument recognised in equity is retained in equity until the forecasted
transaction occurs. If a hedged transaction is no longer expected to occur, the net cumulative
gain or loss recognised in equity is transferred to net result for the year.

Derivatives embedded in other financial instruments or other host contracts are treated as
separate derivatives when their risks and characteristics are not closely related to those of the
host contracts and the host contracts are not carried at fair value with unrealised gains or losses
reported in the consolidated income statement.

Long-term sale and purchase commitments of gas and crude oil are analised with the aim to
determine whether these are in line with the provisions or marketing needs of the normal activity
of the Group or whether, on the contrary, these are derivatives and should be recognised in
accordance with the criteria set forth in IAS 39.
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4.23) Methodology for estimating recoverable amount

The recoverable amount of assets is generally estimated on the basis of their value in use,
calculated on the basis of future expected cash flows derived from the use of the assets,
discounted at a rate that reflects the weighted average cost of capital.

In the assessment of the value in use, cash flow forecasts based on the best income and expense
estimates available of the CGUs using sector forecasts, past results and future expectations of
business evolution and market development are utilized. Among the most sensitive aspects
included in the forecasts used in all the CGUs, the purchase and sale prices of hydrocarbons,
inflation, employee costs and investments are highlighted.

The cash flows from the exploration and production assets are generally projected for a period
that covers the economically productive useful lives of the oil and gas fields and is limited, by
the contractual expiration of the operating permits, commitments or contracts. The estimated
cash flows are based on production levels, commodity prices and estimates of the future
investments that will be necessary in relation to undeveloped oil and gas reserves, production
costs, field decline rates, market supply and demand, contractual conditions and other factors.
The unproved reserves are weighted with risk factors, on the basis of the type of each one of the
exploration and production assets.

The reference prices considered are based on a combination of market prices available in the
financial community.

The cash flows of the refining and marketing businesses are estimated on the basis of the
projected sales trends, unit contribution margins, fixed costs and investment or divestment
flows, in line with the expectations considered in the specific strategic plans of each business.
However, cash inflows and outflows relating to planned restructurings or productivity
enhancements are not considered. The cash flows projection period is generally a five-year
period, extrapolating the flows of the fifth year for subsequent years without applying any
growth rate.

These estimated net future cash flows are discounted to their present value using a specific cost
of capital for each asset based on the currency in which its cash flows are denominated and the
risks associated with the cash flows, including country risk. The rates used in the years 2009 and
2008 for the different businesses are in the following ranges:

2009 2008
E&P 7.8% - 18.6% 7.8% - 19.3%
R&M 4.9% - 15.0% 5.8% - 16.6%

4.24) New standards issued

A) Below is a list of the standards, interpretations and related amendments that are affective and in
forced and applicable to the Group’s consolidated financial statements for 2009, in accordance with
International Financial Reporting Standards endorsed by the European Union:

- IFRS 8 Operating segments
- IFRIC 13 Customer loyalty programmes
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- IFRIC 15 Agreements for the construction of real estate

- IFRIC 16 Hedges of a net investment in a foreign operation

- IFRIC 18 Transfers of assets from customers

- Revised IAS 1 Presentation of financial statements

- Amendments to IFRS 7 Financial instruments: Disclosures

- Revised IAS 23 Borrowing costs

- Amendment to IFRS 2 Vesting conditions and cancellations

- Amendment to IAS 32 and IAS 1 Puttable financial instruments and obligations arising on
liquidation

- Amendment to IFRS 1 and IAS 27 — Cost of an investment in a subsidiary, joint venture or
associate

- Amendments to IFRIC 9 and IAS 39 Embedded derivatives

- Improvements to IFRS: Annual improvements to IFRS 2006-2008 (1)

(1) Amended IFRS 5 is applicable prospectively to annual periods starting on or after July 1, 2009.

The application of the above listed standards, interpretations and amendments has not had a
significant impact on the Group’s consolidated 2009 financial statements, with the exception of the
additional disclosure required under IFRS 8 (Operating segments) and the amendments to IFRS 7
(enhanced disclosure requirements for financial assets). In addition the configuration and
presentation of the Group’s statement of changes in equity has been modified as a result of the
application of revised IAS 1, Presentation of financial instruments.

B) At the date of preparation of these financial statements, the standards, interpretations and related
amendments published by the IASB and endorsed by the European Union that are not yet in force,
either because their effective date is subsequent to the date of these financial statements, or the
Group has opted against early adoption, are the following:

Mandatory application in 2010:

- Revised IFRS 3 Business combinations

- IFRIC 12 Service concession arrangements

- IFRIC 17 Distributions of non-cash assets to owners

- Amendment of IAS 27 Consolidated and separate financial statements
- Amendment of 1AS 39 Eligible hedged items

- Revised IFRS 1 First-time adoption of IFRS

Mandatory application in 2011:

- Amendments to IAS 32 Classification of rights issues

At the date of preparation of these financial statements, management is evaluating the impact that the
above listed standards, interpretations and related amendments will have on the Group’s consolidated
financial statements.

C) At the date of preparation of these financial statements, the standards, interpretations and related
amendments that have been published by the IASB but not yet endorsed by the European Union are
the following:

- Amendments to IFRS 1 Additional exemptions for first-time adopters
- Amendments to IFRS 2 Group cash-settled share-based payment transactions
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)

Annual improvements to IFRS 2007-2009

Amendments to IFRS 1 Additional exemptions for first-time adopters
Amendments to IAS 24 Related party disclosures

IFRIC 19 Extinguishing financial liabilities with equity instruments
Amendments to IFRIC 14 Prepayments of a minimum funding requirement
- IFRS 9 Financial instruments (1)

(1) This constitutes phase one of the three-phase project for the overhaul of the prevailing 1AS 39: Financial
instruments: recognition and measurement.

ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of financial statements in accordance with generally accepted accounting principles
makes it necessary to make assumptions and estimates that affect the amounts of the assets and
liabilities recognised, the presentation of contingent assets and liabilities at year end and the income
and expenses recognised during the year. The actual results could differ depending on the estimates
made.

The accounting policies and areas which require the highest degree of judgment and estimates in the
preparation of the consolidated financial statements are: (i) crude oil and natural gas reserves; (ii)
provisions for litigation and other contingencies; (iii) the calculation of income tax and deferred tax
assets; (iv) impairment test of assets (see Note 4.9), and (v) derivative financial instruments (see Note
4.22).

Crude oil and gas reserves

Estimating crude oil and gas reserves form an integral part of the Company’s decision making process.
The volume of crude oil and gas reserves is used to calculate the depreciation using production unit
ratios and to assess the recoverability of the investments in exploration and production assets (see
Notes 8 and 10).

Repsol YPF prepares its estimates and assumptions in relation to crude oil and gas reserves taking into
account the rules and regulations established for the oil and gas industry by the U.S. Securities and
Exchange Commission (SEC). The SEC approved amendments to its reporting requirements
applicable to oil and gas exploration and production companies, which became effective on January 1,
2010 and apply to annual reports for years ended December 31, 2009 and beyond. The application of
these amendments has not had a significant impact on the Group’s reserve volumes.

Provisions for litigation and other contingencies

The final cost of settling claims, grievances and lawsuits could vary due to estimates based on differing
interpretations of the rules, opinions and final assessments of the amount of the damages. Therefore,
any change in circumstances relating to contingencies of this nature could have a material effect on the
amount of the provision for contingencies recognised.

Repsol YPF makes judgments and estimates in recording costs and establishing provisions for
environmental clean-up and remediation costs which are based on current information regarding costs
and expected plans for remediation. For environmental provisions, costs can differ from estimates
because of changes in laws and regulations, discovery and analysis of site conditions and changes in
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(6)

clean-up technology. Therefore, any change in the factors or circumstances related to provisions of this
nature, as well as changes in laws and regulations could, as a consequence, have a significant effect on
the provisions recognised for these costs (see Note 35).

Calculation of income tax and deferred tax assets

The appropriate assessment of the income tax expense is dependent on several factors, including
estimates of the timing and realisation of deferred tax assets and the timing of income tax payments.
Actual collections and payments may differ materially from these estimates as a result of changes in
tax laws as well as unanticipated future transactions impacting the Company's tax balances.

GOODWILL

The detail, by company, of the goodwill at December 31, 2009 and 2008, is as follows:
Millions of euros

2009 2008
YPF, S.A. 1,671 1,730
Gas Natural SDG, S.A. (1) 2,022 321
Refap, S.A. 264 204
Repsol Portuguesa, S.A. 154 154
Repsol Gas Portugal, S.A. 118 118
EESS de Repsol Comercial P.P. 96 96
Empresas Lipigas, S.A. 80 66
Grupo ltalia Gas Natural 43 44
Buenergia Gas & Power, Ltd. 35 38
Grupo Dersa 30 29
Repsol Italia 28 28
Grupo Generacion México - 27
Other companies 192 200
Balance at end of the year 4,733 3,055

(1) Includes € 1,679 million corresponding to the goodwill generated by the Unién Fenosa business combination completed by
Gas Natural (see Note 30).

The changes in 2009 and 2008 in this line item in the accompanying consolidated balance sheet were
as follows:

46



Millions of euros

2009 2008
Balance at beginning Of YEar...........ccccevrerneninneeeeeerereiee e 3,055 3,308
AGITIONS ..ttt ettt et ettt ettt et e e e aee s 1,788 -
Change in the scope of consolidation................ccccovvvvnveinnn, (49) (2)
DIVESIMENTS. ... ettt nrenes (292)
Translation differeNCes ... 10 40
WIITE-GOWNS ...ttt (16) -
Reclasifications and others changes...........cococevvveesinreccnncien, (55) 1
Balance at end Of YEar ..o 4,733 3,055

The most significant amount included under the heading “Additions” corresponds to t
Unidn Fenosa by Gas Natural, which generated goodwill amounting to € 1,745 milli
the Group’s pro rata share corresponding to its shareholding in Gas Natural).

he acquisition of
on (representing

The divestment recorded in 2008 corresponded to the goodwill derecognised due to the sale of the 15%

share in YPF (see Note 30).

The detail of the gross goodwill and accumulated impairment losses at December 31, 2009 and 2008 is

as follows:
Millions of euros
2009 2008
Gross goodwill 4,749 3,055
Accumulated impairment losses (16) -
Net goodwill 4,733 3,055

Testing goodwill for impairment

The detail, of goodwill at December 31, 2009 and 2008 by operating segment is as foll

Millions of euros

2009 2008
Upstream 78 86
Downstream 828 754
YPF 1,671 1,730
Upstream 1,141 1,181
Downstream 530 549
Gas Natural 2,156 485
TOTAL 4,733 3,055

Repsol YPF considers that, based on current knowledge, the reasonably possible

Ows:

changes in key

assumptions for determining fair value, on which the determination of the recoverable amounts was

based, will not cause the carrying amounts of the cash-generating units to exceed
amounts at December 31, 2009 and 2008.

the recoverable
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(7) OTHER INTANGIBLE ASSETS

The detail of the intangible assets and the related accumulated depreciation at December 31, 2009 and
2008, and of the changes therein is as follows:

Millions of euros

Leasehold
Assighment,
Surface and Emission Flagging  Exclusive Supply Computer Other Intangible
Usufruct Rights ~ Allowances Costs Contracts software Assets Total
COST
Balance at January 1, 2008 671 67 231 165 330 598 2,062
Additions (1) 3 44 7 18 80 18 170
Disposals and derecognitions (12) (18) (18) (] (12) (16) (77)
Translation differences 14 - 2 - 1) (21) (6)
Change in the scope of consolidation - - (11) - (12) - (23)
Reclassifications and other changes (2) - 222 1) (] 17 7 241
Balance at December 31, 2008 676 315 210 178 402 586 2,367
Additions (1) 3 13 11 12 48 15 102
Disposals and derecognitions (20) (48) (33) 1) ()] (6) (111)
Translation differences (8) - (1) - - 26 17
Change in the scope of consolidation (3) (5) 67 - - 21 937 1,020
Reclassifications and other changes (2) (U] (89) 21 (12) (5) (16) (108)
Balance at December 31, 2009 639 258 208 177 463 1,542 3,287
ACCUMULATED DEPRECIATION AND IMPAIRMENT LOSSES
Balance at January 1, 2008 (237) (64) (170) (133) (212) (228) (1,043)
Depreciation charge for the year (27) - (15) (6) (42) (27) (117)
Disposals and derecognitions 8 - 16 1 11 17 53
Impairment losses (recognised) / reversed - (86) - - - - (86)
Translation differences (6) - 1) - 1 2 )
Change in the scope of consolidation - - 7 - 3 8 18
Reclassifications and other changes (2) 9 64 1 2) (32) 40
Balance at December 31, 2008 (253) (86) (162) (138) (241) (260) (1,139)
Depreciation charge for the year (24) - (23) (6) (61) (39) (153)
Disposals and derecognitions 7 14 26 - 2 1 50
Impairment losses (recognised) / reversed - (50) - - - - (50)
Translation differences 4 - 1 - - (5) -
Change in the scope of consolidation 7 4 - - 3 1 (U]
Reclassifications and other changes (2) 1 81 4 - - 12 97
Balance at December 31, 2009 (272) (45) (154) (144) (297) (290) (1,202)
Carrying amount at December 31, 2008 423 229 48 40 161 326 1,228
Carrying amount at December 31, 2009 367 213 54 33 166 1,252 2,085

(1)  Investments in 2009 and 2008 are from the direct acquisition of assets totaling of € 102 million and € 170 million, respectively.

(2) In 2009, “Emission allowances” includes € 246 million corresponding to the carbon emission allowances freely assigned in 2009 under
the national allocation plan and the derecognition of the liability corresponding to 2008 in the amount of € 214 million. In 2008, the
heading “Emission allowances” includes € 278 million from the rights of emissions of CO, freely assigned for 2008 for no
consideration pursuant to the national assignment plan and the derecognition of the corresponding emission allowances for 2007 by € 3
million (see Note 36).

(3) See Note 30.
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As of December 31, 2009 the Group had € 205 million of indefinite-life intangible assets
corresponding to electricity distribution concessions in Spain held through the Gas Natural Group. At
year end 2008 Repsol YPF had no intangible assets with indefinite useful lives.

The research and development expense recognised in the consolidated income statement has amounted
in 2009 and 2008 to € 75 million and € 83 million, respectively.

The leasehold assignment surface and usufruct, the reflagging costs and image rights, the exclusive
supply contracts and the administrative concessions are legal rights whose ownership is conditioned by
the term of the originating contract as described in paragraph 4.5 of Note 4.

PROPERTY, PLANT AND EQUIPMENT

The detail of “Property, plant and equipment” and of the related accumulated depreciation and
accumulated impairment losses at December 31, 2009 and 2008, and of the changes therein is as
follows:

Millions of euros

Investments Other Assets in the
Land, buildings and Machinery and in areas with exploration Transport Other tangible course of
other structures plant reserves costs equipment assets construction Total
COST
Balance at January 1, 2008 2,109 18,699 27,131 1,318 1,384 1,511 1,995 54,147
Additions (1) 18 302 1,757 565 7 105 2,001 4,755
Disposals and derecognitions (12) (120) @) (88) (5) (18) (10) (257)
Translation differences 24 39 1,583 68 31 18 44 1,807
Change in the scope of consolidation (39) (42) (292) ®) ) (18) ®) (409)
Reclassifications and other changes (2) 43 584 (563) 7) 24 61 (638) (496)
Balance at December 31, 2008 2,143 19,462 29,612 1,848 1,439 1,659 3,384 59,547
Additions (1) 12 261 1,099 583 4 55 2,232 4,246
Disposals and derecognitions 27 (372) (11) (19) 8) 27) (384) (848)
Translation differences (35) (70) (1,043) (72) (21) (15) (5) (1,261)
Change in the scope of consolidation 107 4,227 326 136 42 31 421 5,290
Reclassifications and other changes (2) 365 1,173 19 4 113 (23) (1,714) (63)
Balance at December 31, 2009 2,565 24,681 30,002 2,480 1,569 1,680 3,934 66,911
ACCUMULATED DEPRECIATION AND IMPAIRMENT LOSSES
Balance at January 1, 2008 (677) (10,987) (16,370) (795) (542) (1,100) (30,471)
Depreciation charge for the year (48) (916) (1,644) (266) (51) (73) (2,998)
Disposals and derecognitions 5 107 2 56 4 11 185
Impairment losses (recognised) / reversed (3) 3 (5) 51 - - - 49
Translation differences 9) (86) (965) (30) (23) ®) (1,121)
Change in the scope of consolidation 22 54 150 8 1 23 258
Reclassifications and other changes (2) 4 25 626 (3) (8) 1 645
Balance at December 31, 2008 (700) (11,808) (18,150) (1,030) (619) (1,146) (33,453)
Depreciation charge for the year (48) (1,144) (1,886) (249) (55) (85) (3,467)
Disposals and derecognitions 22 335 9 11 8 20 405
Impairment losses (recognised) / reversed (3) - 16 150 - - - 166
Translation differences 8 66 673 28 15 8 798
Change in the scope of consolidation (8) 29 (203) ) 1 (182)
Reclassifications and other changes (2) ) 645 29 10 - 40 722
Balance at December 31, 2009 (728) (11,861) (19,378) (1,232) (650) (1,162) (35,011)
Carrying amount at December 31, 2008 1,443 7,654 11,462 818 820 513 3,384 26,094
Carrying amount at December 31, 2009 (4) 1,837 12,820 10,624 1,248 919 518 3,934 31,900

(1) In 2009 the main additions were in Argentina (€ 896 million), the Unites States (€ 265 million), Brazil (€ 211 million), the rest of Latin America (€ 226
million), Libya (€ 136 million), Canada (€ 111 million) and Spain (€ 2,162 million). In 2008 the main additions were in Argentina (€ 1,480 million), in the
U.S. (€ 415 million), the rest of Latin America (€ 394 million), in Libya (€ 230 million) in Canada (€ 155 million) and in Spain (€ 1,779 million).
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In 2009 € 676 million of property, plant and equipment were reclassified as non-current assets held for sale, corresponding to gas distribution assets in
Cantabria, Murcia and Madrid, combined cycle generation assets in Mexico, and certain assets located in Colombia, all of which are held through Gas Natural.
Changes in this heading also reflect the derecognition of € 71 million corresponding to the Gaviota gas storage facility (owned by Repsol Investigaciones
Petroliferas, S.A.) which has been reclassified as a non-current asset held for sale. Reclassifications in 2008 also included € 99 million corresponding to the
acquisition of exploration rights in Libya pending payment.

See Note 10.

At December 31, 2009 the balance of accumulated impairment charges totalled € 151 million.

The amounts corresponding to non-depreciable assets, that is, land and assets in the course of
construction, amount, respectively to € 763 million and € 3,934 million at December 31, 2009 and €
720 million and € 3,384 million at December 31, 2008, respectively. The amounts related to land are
included within the heading "Land, buildings and other structures™ on the previous table.

Property, plant and equipment, included fully depreciated items for an amount of € 10,899 million and
€ 10,349 million at December 31, 2009 and 2008, respectively.

Repsol YPF capitalises financial costs as part of the cost of the assets as described in Note 4. In 2009
and 2008, the average capitalisation cost was 4.52% and 5.69% and the amount of such financial
expenses capitalised was € 122 million and € 67 million, respectively. Such amounts are recorded
under the “Financial costs” line item in the consolidated income statement.

Within the heading “Property, plant and equipment” there are some investments carried out by the
Group in public concessions, in an amount of € 122 million and € 135 million at December 31, 2009
and 2008, respectively; these concessions shall revert to the State within a term ranging from 2010 and
2054.

In 2009 and 2008 this heading includes € 2,024 million and € 730 million, respectively, of assets
acquired under finance leases. Among the assets purchased under finance leases during these periods
we highlight the methane ships purchased for the transport of the LNG in the amount of € 754 million
and € 641 million in 2009 and 2008, respectively, as well as gas pipelines for the transport of gas in
North America and Canada, which amounted to € 1,245 million December 31, 2009 (see Note 23).

In accordance with industry practices, Repsol YPF insures its assets and operations worldwide. Among
the risks insured are damages to property, plant and equipment, together with the subsequent
interruptions in its business that such damages may cause. The Group believes that the current
coverage level is, in general, appropriate for the risks inherent to its business.

INVESTMENT PROPERTY

The changes in “Investment property” in 2009 and 2008 were as follows:
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Millions of euros
Acccumulated

Depreciation
and Impairment

Cost Losses Total
Balance at January 1, 2008 38 4) 34
Disposals and derecognitions (4) - 4)
Depreciation charge for the year and other changes 3 2) 1
Balance at December 31, 2008 37 (6) 31
Disposals and derecognitions (1) - 1)
Reclassifications 5 B, 5
Balance at December 31, 2009 41 (6) 35

The market value at December 31, 2009 and 2008 of the assets comprised in this line item amounts to
€ 90 million and € 112 million, respectively.

The income recognised in 2009 and 2008 from investment properties amounted to less than € 1 million
in each period.

(10) IMPAIRMENT OF ASSETS

Repsol YPF Group reviews the carrying amounts of intangible assets, property, plant and equipment
and other non-current assets whenever there are indicators of impairment, or at least annually, to
determine whether those assets have incurred an impairment loss. These reviews are performed in
accordance with the general principles established in Note 4.

In 2009 the Group recognised a net reversal of impairment losses on non-current assets in the amount
of € 74 million.

This amount includes a € 50 million impairment loss on emission allowances (see Note 36), the effect
of which was offset virtually in full by the gain resulting from the transfer to the income statement of
the deferred revenue recognised in connection with emission allowances allocated in 2009 under
Spain’s National Allocation Plan.

This balance also reflects the reversal of the impairment provision recognised on the Argentine
businesses in prior years in the amount of € 172 million. This reversal is the result of the reassessment
in 2009 of the configuration of cash generating units (CGUSs) into which the Argentine upstream assets
are grouped. Until 2008 each field was considered an individual CGU. Starting in 2009, primarily on
account of trends in certain of the economic, operating and commercial conditions under which the
Group operates in Argentina, the aforementioned assets were grouped into four CGUs, which provide a
better reflection of the way the Group’s current management decisions occur with respect to these
assets. The new CGUs are the following: one CGU grouping the field assets with primarily oil reserves
and three CGUs grouping field assets with mostly gas reserves, classified by national basin (Neuguina,
Northwest and Austral).

In 2008 the net impairment losses recorded in relation to non-current assets were € 50 million, of
which € 86 million were from the impairment of emission allowances (see Note 7) which was offset by
the equivalent revenue from the deferred income recognised in the income statement in relation to
emission allowances assigned for no consideration received under the National Assignment Plan for
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2008.
The remaining registrations in 2008, a net reversal of € 36 million, correspond mainly to the recovery

in the value of the exploration and production assets in Ecuador for an amount of € 42 million, due to
the positive evolution of business benchmarks.

(11) INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD

The most significant investments in associates, which were accounted for using the equity method, at
December 31, 2009 and 2008, were as follows:

Millons of euros

2009 2008

Peru LNG Company LIC.........ccoiviiiiiiiiiiiiiee e 217 232
Compafiia Logistica de Hidrocarburos CLH, S.A. ............... 29 37
Atlantic LNG Company of Trinidad & Tobago 44 53
Transportadora de Gas del Per(l, S.A. .....ocooovvvvvrrnnicnnnn, 41 38
TIaNSIEITA, S.A. oot 20 19
Dynasol Elastémeros, S.A. de CV 25 25
ALANtIC LNG 4 ... 41 26
Oleoductos del Valle, S.A. ... 14 14
Oleoducto de Crudos Pesados (OCP), Ltd 23 23
Terminales Maritimos Patagonicos, S.A. (Termap) .............. 10 10
Enirepsa Gas Limited ...........oooiviiiiiiiiiiiii e 7 2
Other entities accounted for using the equity method ........... 60 46

531 525

Appendix | contains a list of the consolidated Group companies.

The changes in 2009 and 2008 in this heading in the accompanying consolidated balance sheet were as
follows:

Millions of euros
2009 2008
Balance at beginning Of YEar ... 525 537
AAITIONS (1) coovviiie s 11 99
DISPOSAIS ...t (1) (1)
Changes in the scope of consolidation (2) .......cccocovrrriiiiiiiiiins 128 (18)
Result of companies accounted for using the equity method (3) .............. 86 66
Dividends diStriDULEd ........cccvvviiirnnne e, (86) (110)
Translation differenCeS. ..o 1 22
Reclassifications and other changes (4).......cccoveerrnreennnneesneeeene (133) (70)
Balance at end Of YEar .........cccviiiiiicce e 531 525

(1) In 2009, additions include equity contributions to Enirepsa. In 2008, additions relate primarily to contributions to Peri LNG and
ENIREPSA.
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In 2009 the change corresponds essentially to the consolidation of Unién Fenosa by Gas Natural (€ 131 million, reflecting the
proportional balance corresponding to the Group’s shareholding in Gas Natural) (see Note 30). In 2008 the investment in West
Siberian was reclassified to “Available for sale financial assets” as a result of dilution of the Group’s equity interest in this

company.

In 2009 the most significant profits correspond to the profits generated by Atlantic LNG (€ 34 million), CLH (€ 26 million),
Atlantic 4 (€ 16 million) and Union Fenosa for the period March to April (see Note 30) in which the investment was
consolidated into the Gas Natural Group under the equity method (€ 14 million). In 2008 the most significant earnings
corresponded to Atlantic LNG (€ 62 million), CLH (€ 23 million) and West Siberian (€ 17 million), partially offset by the

Group’s share of losses at Enirepsa (€ 49 million).

Reclassifications in 2009 include the reclassification of a 13% shareholding by Gas Natural in Indra Sistemas S.A., which was
sold on July 2, 2009, to non-current assets held for sale (€ 99 million) and the reclassification of Gas Natural’s remaining 5%
stake in this company (€ 38 million) to available for sale financial assets (see Note 13). Both figures represent the Group’s

proportionate interest in Gas Natural.

In 2008 the investment in West Siberian was reclassified to financial assets available for sale as a result of dilution of the

Group’s equity interest in this company.

Company

% of ownership

Sistemas Energéticos Mas Garullo, S.A.(1)
Regasificadora del Noroeste, S.A. (1)

Gasoducto Oriental, S.A.

Compafiia Logistica de Hidrocarburos (CLH), S.A.
Transportadora de Gas de Pert - TGP

Gasoducto del Pacifico (Argentina), S.A.

Qalhat LNG S.A.0.C (1)

18.00%
11.60%
16.66%
15.00%
10.00%
10.00%

3.70%

The following companies over which the Group has significant management influence, given that the
Group has sufficient representation on the Board of Directors, despite holding an interest of less than
20%, were accounted for using the equity method:

(1) Companies participated through the Gas Natural Group, which is proportionately consolidated in the

consolidated financial statements of the Repsol YPF Group.

Millions of euros
2009 2008
Total ASSEtS....c.cvvvvvvennnnn. 1,903 1,627
Total Equity...........c........ 531 525
Revenues.........ccvvvevnenen. 670 525
Net income for the period... 86 66

(12) NON-CURRENT ASSETS HELD FOR SALE AND DISCONTINUED OPERATIONS

The following table provides the key balances of the Repsol YPF Group associates, calculated in
accordance with the group’s respective shareholding percentage at December 31, 2009 and 2008 (see
Appendix I):

The main balance sheet line items classified as assets held for sale and related liabilities at December
31, 2009 and 2008 were as follows:
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Millions of euros

2009 2008
Goodwill 27 -
Property, plant and equipment and other intangible assets 562 151
Other non-current assets 55 1
Current assets 102 11
746 163
Non-current liabilities 155 2
Current liabilities 30 10
185 12
561 151

The movement in these line items during 2009 was as follows:

Millions of euros

2009 2008
Balance at beginning of year ..o 151 80
AN [0 11 o] 41 PSPPSR ) 12)
DiUSPOSAIS (L) ettt ettt ettt ettt et et e et ettt (487) (16)
Translation differenNCeS.....covuviiiiie it (5) 66
Changes in the scope of consolidation .........c.cccvciviiiiinvin i ) -
Reclassifications and other changes (2).....cccevovviiviciiiin e 913 33
Balance at end Of YEar ......ocoiiiii i 561 151

)
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The 2009 balance reflects the sale of a 13% shareholding in Indra Sistemas (€ 99 million) and the sale of other equity
investments (€ 418 million) classified as non-current assets held for sale during the year and subsequently sold
throughout the course of the year (see Note 31). The aforementioned transactions were executed through Gas Natural and
the amounts noted correspond to the Repsol Group’s shareholding in that company, except the percentages reflecting a
100% interest in Gas Natural.

In 2009 this item includes primarily the reclassification of the 13% shareholding in Indra Sistemas from financial assets
available for sale (€ 99 million) and the reclassification of power generation assets in Mexico and natural gas distribution
assets in Madrid (€ 752 million). The aforementioned transactions were executed through Gas Natural and the amounts
noted correspond to the Repsol Group’s shareholding in that company, except for the percentages which reflect the 100%
interest of Gas Natural.

In 2008, this item included the reclassification of power generation assets in Venezuela (€ 80 million) from the various
balance sheet line items.

December 2009, Gas Natural agreed to the sale of its gas and electricity supply business in 38

Madrid municipalities and the shared services business in this region. These business lines supplied to
residential customers, retail premises and SMEs. This transaction was executed within the framework
of the disposal plan approved by the Spanish anti-trust authorities (“CNC”) in connection with the
acquisition of Unién Fenosa, and is subject to approval by regulatory and anti-trust authorities,
expected to close in May 2010. Since that date, these assets have been classified as held for sale. The
acquisition price agreed amounts to € 240 million. The assets classified under “Non-current assets held
for sale” amount to € 112 million and the associated liabilities total € 20 million.
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In December 2009 Gas Natural agreed to dispose of several power generation companies in Mexico
with aggregate capacity of 2,233 MW and the Rio gas pipeline. This transaction is subject to approval
by the Mexican authorities and is expected to close in April 2010. The total value of the transaction
amounts to US$ 368 million (€ 254 million). Gas Natural will also receive cash repayment of these
companies’ borrowings in the amount of US$ 72 million (€ 50 million). The assets classified under
“Non-current assets held for sale” amount to € 397 million and the associated liabilities total € 125
million. All amounts correspond to the Group’s proportionate interest in Gas Natural.

Also, at December 31, 2009 this heading includes the assets of Termobarrancas and the Barrancas gas
permit in Venezuela, which were classified as held for sale following execution of sale-purchase
agreements with PDVSA and PDVSA Gas, respectively.

The assets and liabilities associated with EPSA in Colombia which are held through Gas Natural were
classified as a discontinued operation as they relate to a component representing a significant separate
line of business (electricity generation in Colombia) within the Gas Natural operating segment. The
rest of the assets and liabilities associated with the assets and groups considered as held for sale do not
represent a separate significant line of business or geographic area of operations, and accordingly are
not deemed discontinued operations.

The composition by nature of “Net income for the year from discontinued operations” in 2009 is as

follows:
Millions of
euros

Operating revenues 56
Operating expenses (31)
Operating income 25
Financial result -
Gain on assets sales 3
Net income before taxes 28
Income Tax (16)
Net income for the year from discountinued operations 12

(13) CURRENT AND NON-CURRENT FINANCIAL ASSETS

The detail of the different concepts that are included on the balance sheets, is as follows:

Millions of euros

2009 2008
Non-current financial assets 1,732 2,465
Non-current derivatives on trading transactions (1) - 9
Other current financial assets (2) 713 498
Current derivatives on trading transactions (3) 20 49
Cash and cash equivalents 2,308 2,922
4,773 5,943

(1) Classified under the heading “Other non-current assets”.
(2) Includes € 381 million corresponding to the financing of the tariff deficit in the regulated electricity segment, to
which the Group is exposed via its shareholding in Gas Natural.

55



(3) Classified under the heading “Other receivables”

The detail, by type of assets, of the Group's financial assets at December 31, 2009 and 2008, is as

follows:

NATURE / CATEGORY

Equity instruments
Derivatives

Other financial assets
Long term / Non-current

Derivatives

Other financial assets (1)
Short term / Current
TOTAL

NATURE / CATEGORY

Equity instruments
Derivatives

Other financial assets
Long term / Non-current

Derivatives

Other financial assets (1)
Short term/ Current
TOTAL

December 31, 2009

Carrying amount

Other financial

Financial assets at fair Financial Held to
assets held for value through assets available Loans and maturity Hedging
trading profit or loss for sale receivables investments  derivatives Total
- - 173 - - - 173
- - - - - 86 86
- 72 - 1,339 62 - 1,473
- 72 173 1,339 62 86 1,732
25 - - - - 137 162
- 226 - 503 2,150 - 2,879
25 226 - 503 2,150 137 3,041
25 298 173 1,842 2,212 223 4,773
December 31, 2008
Carrying amount
Other financial
Financial assets at fair Financial Held to
assets held for value through assets available Loans and maturity Hedging
trading profit or loss for sale receivables  investments  derivatives  Total

- - 881 - - - 881

15 - - - - 131 146

- 81 - 1,295 71 - 1,447

15 81 881 1,295 71 131 2,474

108 - - - - 149 257

- 203 - 125 2,884 - 3,212

108 203 - 125 2,384 149 3,469

123 284 881 1,420 2,955 280 5,943

1) Under the headings “Trade receivables” and “Other receivables” from the balance sheet there is an amount of € 6,533 million
and € 6,343 million in 2009 y 2008, respectively, arising out of receivables not included in the breakdown of the financial
assets in the previous table.

The classification of the financial assets recognised in the financial statements at fair value, by fair
value calculation method level hierarchy, is as follows:

Financial assets held for trading
Other financial assets at fair value through profit and

loss

Financial assets available for sale (1)

Hedging derivatives

Total

Level 1 Level 2 Level 3 Total
2009 2008 2009 2008 2009 2008 2009 2008
- 24 123 - 25 123
298 284 - - - 298 284
103 823 - - - 103 823
- 223 280 - 223 280
402 1,107 247 403 - 649 1,510

Level 1: Valuations based on a quoted price in an active market for an identical instrument.
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Level 2: Valuations based on a quoted price in an active market for similar financial assets or based on other valuation techniques that rely on
observable market inputs.

Level 3: Valuations based on inputs that are not directly observable in the market.

(1) Excludes € 70 and € 58 million in 2009 and 2008, respectively, corresponding to equity investments in companies that are measured at acquisition
cost under IAS 39 (see Note 4.10 - Current and non-current financial assets).

13.1)

13.2)

13.3)

The composition of current and non-current financial assets by category is as follows:

Financial assets held for trading

Derivatives not designated as hedging instruments are included within this category.

Other financial assets at fair value through profit or loss

Financial assets measure at fair value through profit or loss in the years 2009 and 2008 mainly
correspond to collective mutual funds.

Financial assets available for sale

These mainly correspond to minority equity interests in companies over which the Group does not
have management influence.

The movement of financial assets available for sale during the years ended December 31, 2009 and
2008 is the following:

Millions of euros

2009 2008
Balance at beginning of year 881 138
Additions (1) 240 531
Disposals (2) (87) 4)
Adjustments to fair value (3) 48 (72)
Changes in the scope of consolidation (4) (951) (8)
Raclassifications and other changes () 42 296
Balance at end of year (6) 173 881

(1) In 2009 and 2008, additions include € 239 and € 517 million, respectively, corresponding to the amounts paid to increase

the shareholding in Union Fenosa (Note 30). This transaction was concluded by Gas Natural and the amounts presented
correspond to the Group’s proportionate interest in the gas company.

(2) In 2009 disposals include the sale of 5% of Enagéas for € 48 million, which generated gains before-tax of € 31 million; this

amount is recognised within the heading Financial result, and Adjustments for changes in value was deducted by the same
amount. In 2009 this item also includes the sales of 1% of Isagen S.A. E.S.P. for € 20 million and of 1% of Red Eléctrica
Corporacion S.A. for € 11 million; neither transaction generated gains. All these disposals were concluded by Gas Natural
and the amounts presented correspond to the Group’s proportionate interest in such group, except for the percentages that
represent the 100% of Gas Natural interest in those transactions.

(3) In 2009 and 2008 this item includes the change in the fair value of investments in West Siberian Resources (a gain € 32

million in 2009 and a loss of € 36 million in 2008), Unidn Fenosa (a gain of € 22 million in 2009 and a loss of € 22 million
in 2008) and Enagas (a loss of € 10 million in 2009 and of € 16 million in 2008).

(4) This item corresponds almost entirely to the transfer of the investment in Unién Fenosa as a result of first-time

consolidation from February 28, 2009 (see Note 30).

(5) In 2008 it includes the acquisition of an additional 4.72% of Unién Fenosa carried out by Gas Natural for an amount of

€ 239 million, by deferred payment.

(6) In 2008 it corresponded mainly to the shareholding interest in Unién Fenosa (€ 736 million) and Enagés (€ 58 million).

13.4)

Loans and receivables
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Group loans and receivables, including trade-related balances, break down as follows:

Millions of euros

Loans and receivables (1)

Sales and service customers

Other receivables

(Less: current derivatives on trading transactions)

Total

2009 2008
1,842 1,420
4,644 4,228
1,909 2,164

(20) (49)
8,375 7,763

(1) In agreement with the schedule at the beginning of this Note.

The fair value of the loans and receivables of the Group is detailed in the following table:

a) Financial assets (1) (2):
Other non-current financial assets
Other current financial assets

b) Current commercial accounts:
Sales and services customers
Accounts receivable
(Less: allowance for doubtful accounts)
Other receivables (3)

Total

Millions of euros

Carrying amount Fair value
2009 2008 2009 2008
1,339 1,295 1,308 1,254
503 125 503 125
1,842 1,420 1,811 1,379
4,644 4,228 4,644 4,228
5,039 4,558 5,039 4,558
(395) (330) (395) (330)
1,889 2,115 1,889 2,115
6,533 6,343 6,533 6,343

8,375

7,763

8,344

7,722

(1) Current and non-current financial assets include loans to consolidated companies in the amount not eliminated in the
consolidation process of € 345 and € 376 million in 2009 and 2008, respectively. This heading also includes in both
years the loan extended to Petersen in conjunction with the sale of an interest in YPF, in the amount of € 813 and
€ 782 million in 2009 and 2008, respectively (see Note 31).

(2) The return accrued on the financial assets disclosed in the table above (without considering financing of the shortfall in
regulated electricity tariff settlements) was equivalent to an average interest rate of 7.63% in 2009 and of 8.30% in

2008.

(3) These amounts exclude € 20 million in 2009 and € 49 million in 2008 corresponding to derivatives relating to

transactions of a commercial substance.

The maturity of the investments included under the heading of non-current loans and receivables is the

following:
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13.5)

Millions of euros

Due date 2009 2008
2010 - 3
2011 23 1
2012 23 -
2013 63 117
2014 64 66
Subsequent years (1) 1,166 1,108
1,339 1,295

(1) Includes the loan conceded to Petersen, as a consequence of the sale of an interest in YPF, in the amount of € 813 and
782 million in 2009 and 2008, respectively, which accrues interest at an annual rate of 8.12%.

The changes in 2009 and 2008 in the allowance for doubtful accounts were as follows:

Balance at beginning of the year .......................
Impairment losses recognised/(reversed) ..............
Change in the scope of consolidation ..................
Derecognitions ........ccccoviiiiiie e e
Traslation differences .............covciiiiiiiiiii i,

Balance atend of theyear .............coooviiininenns

Held to maturity investments

The detail of the held to maturity investments at December 31, 2009 and 2008 is as follows:

Millions of euros

2009 2008
330 350
23 57

86 (31)
(42) (50)
(2) 4
395 330

Millions of euros

Carrying Amount Fair Value
2009 2008 2009 2008
Non-current financial assets.................. 62 71 62 71
Current financial assets....................... 26 60 26 60
Cash equivalents ...........ccovivevininnnne. 1,045 1,494 1,045 1,494
Cash on hand and at banks.................... 1,079 1,330 1,079 1,330
2,212 2,955 2,212 2,955

Financial investments amount to € 2,212 million and € 2,955 million at December 31, 2009 and 2008,
respectively, and are mainly from placements in banks and collateral deposits. These financial

investments have accrued an average interest of 1.51% and 4.36% in 2009 and 2008, respectively.

The non-current financial assets held-to-maturity mature as follows:
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(14)

Millions of euros

Maturity 2009 2008
2010 - 40
2011 16 9
2012 25 22
2013 - -
2014 - -
Subsequent years 21 -
62 71

INVENTORIES

The “Inventories” composition at December 31, 2009 and 2008 is as follows:

Millions of euros

Provision of
At 31 December 2009 Cost Allowance Net
Crude oil and natural gas 1,425 - 1,425
Finished and semi-finished goods 2,365 (8) 2,357
Supplies and other inventories 473 (22) 451
4,263 (30) 4,233
At 31 December 2008
Crude oil and natural gas 982 - 982
Finished and semi-finished goods 2,486 (253) 2,233
Supplies and other inventories 449 (23) 426
3,917 (276) 3,641

In 2009 the Group recognised net gains of € 209 million in the line item “Changes in inventories of
finished goods and work in progress inventories” and of € 36 million under “Supplies” as a result of
the measurement of inventories of finished goods and raw materials, respectively, at the lower of cost
and net realisable value.

In 2008 a net expense of € 239 million was recognised under the heading “Changes in inventories of
finished goods and work-in-process inventories” due to the measurement of finished goods at net
realisable value.

At December 31, 2009 and 2008, the balance of inventories of crude oil, finished and semi-finished
goods carried at fair value less costs to sell amounted to € 175 million and € 93 million, respectively,
and the effect of their measurement at market value represented a loss of € 2 million in 2009 and a gain
of € 2 million in 2008.

The Repsol YPF Group complies, both at December 31, 2009 and at December 31, 2008, with the

requirements regarding minimum safety stocks established by the applicable laws (see Note 2),
through the Spanish companies integrating the Group.
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(15)

EQUITY

15.1) Share capital

The share capital at December 31, 2009 and 2008 consisted of 1,220,863,463 fully subscribed and paid
up shares of 1 euro par value each, all listed on the Spanish stock exchanges, New York Stock
Exchange and Buenos Aires Stock Exchange.

Repsol YPF’s bylaws limit the maximum number of votes that any single shareholder or companies
belonging to the same group may cast at the General Meeting at 10% of the voting stock.

Per the most recent information available to Repsol YPF the company’s most significant shareholders
were the following:

Shareholder % tmﬂqﬂg share
Sacyr Vallehermoso, S.A. (1) 20.01
Criteria Caixa Corp. (2) 14.31
Petréleos Mexicanos (3) 4.81

(1) Sacyr Vallehermoso, S.A. holds its stake through Sacyr Vallehermoso Participaciones Mobiliarias, S.L.

(2) Criteria Caixa Corp. owns 9.28% directly and 5.02% indirectly through Repinves, S.A. (a company where
Criteria Caixa Corp. holds a 67.60%)

(3) Petréleos Mexicanos (Pemex) holds its stake through Pemex Internacional Espafia, S.A. and through several
swap instruments (equity swaps) with certain financial entities that enable Pemex to exercise the economic
and political rights of a percentage of up to 4.81% of the share capital of the Company.

Additionally, the companies Barclays Global Investors, NA, Barclays Global Investors, Ltd.
Barclays Global Fund Advisors and Barclays Global Investors (Deutschland) AG notified the CNMV
on January 2008 of the existence of a shareholders’ voting agreement with respect to shares
representing a 3.22% stake in Repsol YPF. On February 4, 2010, Blackrock, Inc. notified the CNMV
that, as a result of the acquisition on December 1, 2009 of the Barclays Global Investors business, its
indirect shareholding in Repsol YPF, S.A. via Blackrock Investment Management (UK) had
increased to 3.539% (43,213,390 shares).

At December 31, 2009, the following Group companies' shares were publicly listed:
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Number of % of share Average

listed capital Year-end last
Company shares listed Stock exchanges market price  quarter Currency
Repsol YPF, S.A. 1,220,863,463 100% Spanish stock exchanges 18.73 18.59 euros
(Madrid, Barcelona, Bilbao, Valencia)
Buenos Aires Stock Exchange 102.00 103.80 pesos
New York Stock Exchange 26.66 27.40 dollars
Gas Natural SDG, S.A. 921,756,951 100% Spanish stock exchanges 15.09 14.20 euros
(Madrid, Barcelona, Bilbao, Valencia)
YPF 393,312,793 100% Buenos Aires Stock Exchange 162.00 146.37 pesos
New York Stock Exchange 43.75 39.00 dollars
Refineria La Pampilla, S.A. 360,640,000 100% Lima Stock Exchange 2.33 2.27 soles
YPFB Andina, S.A. (formerly
named Empresa Petrolera Andina,
S.A) (1) 13,439,520 100% Bolivian Stock Exchange
Compafiia Logistica de
Hidrocarburos, CLH 1,779,049 2.54%
Serie A 90,000 100.00%  Spanish stock exchanges 4050 3982 euros
Serie D 1,689,049  100.00% (Madrid, Barcelona, Bilbao, Valencia) ' '

(1) YPFB Andina, S.A. has not had any movement during 2009.

15.2) Share premium

The share premium at December 31, 2009 and 2008 amounted to € 6,428 million. The Joint Stock
Companies Act expressly permits the use of the share premium account balance to increase capital and
does not establish any specific restrictions as to its use.

15.3) Reserves

Legal Reserve

Under the Joint Stock Companies Act, 10% of net income for each year must be transferred to the legal
reserve until the balance of this reserve reaches at least 20% of the share capital. The legal reserve can
be used to increase capital provided that the remaining reserve balance does not fall below 10% of the
increased share capital amount. Otherwise, until the legal reserve exceeds 20% of share capital, it can
only be used to offset losses, provided that sufficient other reserves are not available for this purpose.

Revaluation Reserve

The balance of “Revaluation Reserve” (Royal Decree-Law 7/1996 of June 7) can be used, free of tax,
to offset losses (both prior years' accumulated losses, current year losses or losses which might arise in
the future), and to increase capital. From January 1, 2007, the balance of this account can be taken to
unrestricted reserves, provided that the monetary surplus has been realised. The surplus will be deemed
to have been realised in respect of the portion on which depreciation has been taken for accounting
purposes or when the revalued assets have been transferred or derecognised. The distribution of these
reserves would give rise to entitlement to a dividend double taxation tax credit. If this balance were
used in a manner other than as provided for in Royal Decree-Law 7/1996, it would be subject to
taxation.
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Others reserves

It includes mainly the transition to IFRS reserve, which comprises the adjustments related to the
differences between the previous accounting principles and the IFRS, from events and transactions
before the transition date to IFRS (January 1, 2004) and all the results created and not distributed as
dividends, which had not been recognised in any of the different reserves previously mentioned.

15.4) Treasury shares

The ordinary General Shareholders’ Meeting held on May 14, 2009, authorised the Board of Directors
to make the "derivative acquisition of Repsol YPF, S.A.’s shares, via sale-purchase, swap or any other
onerous transaction, directly or through subsidiaries, up to a maximum number of shares so that the
sum of those acquired plus treasury shares already held by Repsol YPF, S.A. and any of its subsidiaries
does not exceed 5% of the parent company’s share capital, for a price or consideration that shall not be
less than the par value of the shares and not more than its quoted price on the stock exchange”.

The authorisation is valid for 18 months from the date of the General Shareholders’ Meeting and
nullifies the equivalent resolution ratified at the ordinary General Shareholders’ Meeting held on May
14, 2008.

In 2009, Repsol YPF disposed of a total of 12,229,428 treasury shares representing 1.001% of the
parent company’s share capital. These shares had a par value of € 12.22 million and were sold for an
aggregate gross amount of € 230.47 million.

At December 31, 2009 neither Repsol YPF, S.A. nor any of its subsidiaries held any shares of the
parent company.

In 2008, exercising the powers delegated in the Board of Directors by the parent company’s
shareholders in general meeting, the Group purchased 12,924,428 treasury shares, representing 1.06%
of the share capital, for an amount of € 261.73 million, with a par value of € 12.92 million. Likewise,
Repsol YPF disposed of 695,000 shares in 2008, for an amount of € 17.5 million whose par value
amounted to € 0.69 million.

At December 31, 2008 the Group held 12,229,428 shares of the parent company, whose acquisition
cost amounted to € 244.79 million.

15.5) Adjustments for changes in value
This heading includes:

Financial assets available for sale

It comprises the profits and losses, net of the related tax effect, corresponding to changes in the fair
value of non-monetary assets classified within the category of financial assets available for sale.

Hedge transactions

It comprises the effective part, net of the related tax effect, of changes in the fair value of derivative
instruments defined as cash flow hedges (see heading 4.22 of the Note 4 and Note 19).

63



Translation differences

This item corresponds to exchange differences recognised in equity as a result of the consolidation
process described in Note 3, and the measurement at fair value of the financial instruments assigned as
net investment hedges in foreign transactions in accordance to the method described under the heading

4.22 of the Note 4 (see Note 19).

The movement in adjustments for changes in value is presented in the consolidated statement of
recognised income and expenses by item and before the corresponding tax effect. The tax effects of the
changes set out in the 2009 and 2008 statements of recognised income and expense are broken out in

the following table:

Millions of euros

Transferred to the Income

Recognised in Equity Statement Total
2009 2008 2009 2008 2009 2008

Measurement of financial assets
available for sale (15) 21 5 1 (10) 22
Cash flow hedges 3 42 (12) ) 9) 41
Translation differences (143) 141 - 4) (143) 137
Actuarial gains and losses and other
adjustments (2) - - - (2) -

(157) 204 (7) 4 (164) 200

15.6) Minority interest

The equity attributable to minority interests at December 31, 2009 and 2008 relates to the following

companies:
Millions of euros
2009 2008
YPF, S.A. 790 879
Companies of Unién Fenosa Group (1) 322 -
Petronor, S.A. 93 85
Refineria La Pampilla, S.A. 84 69
CEG and CEG Rio 56 40
Repsol Comercial de P.P., S.A. 30 27
Gas Natural ESP 24 27
EMPL 16 11
Gas Natural México, S.A. de CV 13 13
Other companies 12 19
Total 1,440 1,170

(1) The fluctuation reflects the acquisition of Union Fenosa by Gas Natural SDG in 2009. This balance includes
preference shares issued by Union Fenosa Preferentes, S.A., which forms part of the Gas Natural Group for a

nominal amount of € 225 million (proportional balance based on the Group’s interest in Gas Natural).

15.7) Earnings per share

Earnings per share at December 31, 2009 and 2008 is detailed below:
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2009 2008

Net income from discontinued operations (millions of euros) 12 -
Net income attributable to the parent company (millions of euros) 1,559 2,555
Weighted average number of shares outstanding (millions of shares) 1,211 1,215
EARNINGS PER SHARE ATTRIBUTED TO THE PARENT (euros) (1) 2009 2008

Basic 1.29 2.10
Diluted 1.29 2.10

(1) Earnings per share attributable to owners of the parent company in 2009 includes profit from discontinued operations
equivalent to € 0.01 per share.

(16) DIVIDENDS

The detail of the dividend paid by Repsol YPF, S.A. in 2009 and 2008 are as follows:

12/31/2009 12/31/2008
% Euros per  Amount % Euros per Amount
Nominal share (1) Nominal share (2)
Ordinary shares 147.5% 1.475 1,801 100% 1.00 1,220

Remaining shares (without vote, - - - - - -
recovery, etc.)
Total dividends paid
a) Dividends charged to results 147.5% 1.475 1,801 100% 1.00 1,220
b) Dividends charges to reserves - - - - - -
or share premium
¢) Dividends in kind - - - - - -

(1) This balance corresponds to the interim and complementary dividends paid against 2008 profits and the interim
dividend from 2009 profits (paid on December 22, 2009), and includes € 14 million corresponding to treasury shares at
the payment date.

(2) This balance corresponds to the interim and final dividend against 2007 profits and includes € 3 million in
dividends on treasury shares.

The interim dividend paid from 2009 and 2008 profits reflects the before-tax dividend per share paid
out by Repsol YPF, S.A. against profit for each year. In 2009 the interim dividend totalled € 519
million euros (€ 0.425 per share before tax), compared to € 641 million in 2008, although the amount
recognised in the 2008 consolidated balance sheet was actually € 634 million (€ 0.525 per share before
tax multiplied by the total number of shares outstanding net of treasury shares held at the payment
date).

The final dividend against 2008 profit, approved at the General Shareholders” Meeting of Repsol YPF,
S.A. held on May 14, 2009, amounted to € 641 million (€ 0.525 per share before tax); of this amount,
€ 7 million corresponded to treasury shares held at the payment date.

The proposed distribution of 2009 results, subject to ratification at the next General Shareholders’

Meeting, is for the distribution of a final dividend against 2009 profits, payable from July 8, 2010, in
the amount of € 519 million (€ 0.425 per share before tax).
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(17) EINANCIAL LIABILITIES

This Note discloses the categories of financial liabilities included in the balance sheet line-items
outlined below.

Millions of euros

2009 2008

Non-current financial liabilities 15,411 10,432
Non-current derivatives on trading transactions (1) 1 5
Current financial liabilities 3,499 1,853
Current derivatives on trading transactions (2) 42 23
18,953 12,313

(1) Recorded under “Other non-current liabilities” in the consolidated balance sheet.
(2) Recorded under “Other payables” in the balance sheet.

Following is a breakdown of the financial liabilities acquired, most of which are secured with a
personal guarantee, at December 31, 2009 and 2008:

December 31, 2009

Financial
liabilities held for  Debts and Hedging
trading payable items  derivatives Total Fair value
Bank borrowings - 5,343 - 5,343 5,343
Bonds and other securities (1) - 9,925 - 9,925 10,489
Derivatives 10 - 134 144 144
Long-term debts / Non-current financial liabilities 10 15,268 134 15,412 15,976
Bank borrowings - 1,807 - 1,807 1,807
Bonds and other securities - 1,626 - 1,626 1,695
Derivatives 69 - 39 108 108
Short-term debts / Current financial liabilities 69 3,433 39 3,541 3,610
TOTAL 79 18,701 173 18,953 19,586
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December 31, 2008

Financial liabilities  Debts and Hedging
held for trading  payable items derivatives Total Fair value
Bank borrowings - 1,962 - 1,962 1,970
Bonds and other securities (1) - 8,156 - 8,156 7,914
Derivatives 34 - 285 319 319
Long-term debts / Non-current financial liabilities 34 10,118 285 10,437 10,203
Bank borrowings - 1,556 - 1,556 1,548
Bonds and other securities - 251 - 251 245
Derivatives 54 - 15 69 69
Short-ternm debts / Current financial liabilities 54 1,807 15 1,876 1,862
TOTAL 88 11,925 300 12,313 12,065

(1) Includes preference shares amounting to € 3,726 million and € 3,524 million at December 31, 2009 and 2008,

respectively.

Note: At December 31, 2009 and 2008, the caption “Other non-current liabilities” included of € 1,919 million and € 721
million, respectively, and € 172 million and € 31 million under “Other payables”, corresponding to capital leases recorded
under the amortized cost method (see Note 23).

The classification of the financial liabilities recognised in the financial statements at fair value, by fair
value calculation method level hierarchy, is as follows:

Level 1 Level 2 Level 3 Total
2009 2008 2009 2008 2009 2008 2009 2008

Financial liabilities held for trading 17 - 62 88 - - 79 88
Hedging derivatives - - 173 300 - - 173 300
Total 17 - 235 388 - - 252 388

Level 1: Valuations based on a quoted price in an active market for an identical instrument.

Level 2: Valuations based on a quoted price in an active market for similar financial assets or based on other valuation techniques that rely on
observable market inputs.

Level 3: Valuations based on inputs that are not directly observable in the market.

Disclosure of maturities relevant to Repsol YPF’s funding at December 31, 2009 and 2008 is provided
in paragraph 18.2 of the Note 18, concerning liquidity risk.

Repsol YPF obtains financing in dollars, either directly or by exchange rate derivatives (see Note 19.3
Net investment hedges).

The detail of the average financing and the cost thereof by instrument is as follows:

2009 2008
Average Average Average  Average
volume cost volume cost
Bank borrowing 6,852 4.26% 3,590 5.71%
Preference shares 3,607 3.85% 3,423 6.02%
Obligations 6,267 4.98% 4,809 5.28%
16,726 4.44% 11,822 5.62%

67



The chart below discloses issues, buybacks and repayments of debt securities (recognised under
current and non-current “Bonds and other securities™) in 2009 and 2008:

)

(+/-) Exchange

Balance at +) Repurchases or rate and other ~ Balance at
12/31/2008 Issuances  reimbursements adjustments  12/31/2009
Bonds and other debt securities issued in the
European Union with prospectus 7,756 3,170 (685) 456 10,697
Bonds and other debt instruments issued in the
European Union without prospectus - - 2 2
Bonds and other debt securities issued outside the
European Union 651 119 (81) 163 852
TOTAL 8,407 3,289 (766) 621 11,551
(-) Repurchases (+/-) Exchange
Balance at (+) or rate and other ~ Balance at
12/31/2007 Issuances  reimbursements adjustments  12/31/2008
Bonds and other debt securities issued in the
European Union with prospectus 7,682 186 (186) 74 7,756
Bonds and other debt securities issued outside the
European Union 700 - (77) 28 651
TOTAL 8,382 186 (263) 102 8,407

On March 27, 2009, Repsol YPF, through its subsidiary Repsol International Finance, B.V. The
Netherlands), issued € 1 billion of secured bonds due 2014. The outstanding balance of this issue at
December 31, 2009 amounts to € 1 billion. The bonds have been rated Baal by Moody’s, BBB by
S&P, and BBB+ by Fitch.

On August 7, 2009, Repsol YPF, through its subsidiary Repsol International Finance, B.V. (The
Netherlands), issued additional bonds maturing in 2017 with an annual coupon rate of 4.75% in the
amount € 150 million. These bonds are rated Baal by Moody’s, BBB by S&P, and BBB+ by Fitch.

On October 16, 2009, Repsol YPF, through its subsidiary Repsol International Finance, B.V. (The
Netherlands), issued € 235.791 million of secured bonds maturing in 2017, carrying a coupon rate of
4.75%, in a swap for an equivalent amount of the then outstanding bonds maturing in 2010, with an
annual coupon rate of 6%. The outstanding balance at December 31, 2009 of the issue maturing in
2017 amounted to € 885.79 million. The bonds are rated Baal by Moody’s, BBB by S&P, and BBB+
by Fitch. In addition, the outstanding balance of the bonds maturing in 2010 and annual coupon rate of
6% at year end 2009 and 2008 was € 943.4 million; this paper is rated Baal by Moody’s, BBB by
S&P, and BBB+ by Fitch.

On July 9, 2009, Gas Natural Capital Markets, S.A., issued € 2 billion of bonds due 2014 guaranteed
by Gas Natural SDG, S.A. (€ 600 million pro rata for Repsol’s shareholding in Gas Natural), at a
coupon of 5.25%, and € 500 million of bonds due 2019 (€ 150 million pro rata for Repsol’s
shareholding in Gas Natural) carrying a coupon of 6.37%.

On November 2, 2009, Gas Natural Capital Markets, S.A. issued the following bonds, secured by Gas
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Natural SDG, S.A.: € 500 million (€ 150 million taking into account Repsol’s interest in Gas Natural)
of bonds maturing in 2014 with an annual coupon rate of 3.12%, € 1 billion (€ 300 million taking into
account Repsol’s interest in Gas Natural) of bonds maturing in 2016 at an annual coupon rate of
4.37%, and € 750 million (€ 225 million taking into account Repsol’s interest in Gas Natural) due
2019, an annual coupon rate of 5.12%.

The table below discloses the amounts guaranteed by the Group in 2009 and 2008 for issues, buybacks
and redemptions undertaken by associates, joint ventures (at the percentage not consolidated) and non-
Group companies:

(+/-) Exchange
Balance at rate and other  Balance at
12/31/2008 (+) Granted  (-) Cancelled adjustments 12/31/2009

Issues of securities representing debt
guaranteed by the Group (guaranteed
amount) - 28 - - 28

(+/-) Exchange
Balance at rate and other  Balance at
12/31/2007 (+) Granted  (-) Cancelled  adjustments  12/31/2008

Issues of securities representing debt
guaranteed by the Group (guaranteed
amount) - - - - -

In general, the financial debt agreements include the early maturity clauses customary in agreements of
this nature.

Bond issues, representing ordinary debt, of Repsol International Finance, BV and guaranteed by
Repsol YPF, S.A., totaling € 5,563 million (relating to a face value of € 5,579 million), contain certain
so-called “cross-default” clauses whereby in the event of default, the custodian-trustee bank, at its sole
discretion or at the request of the holders of at least one-fifth of the debentures, or by means of an
extraordinary resolution, can declare all the aforementioned debentures issues due and payable.

Additionally, in relation to certain marketable obligations totaling € 100 million (relating to a face
value of € 99 million), YPF, S.A. agreed to certain clauses, including among others, “cross-default”
clauses, and not to create any liens or charges on its assets in excess of 15% of the total consolidated
assets. In the event of default, the trustee or the holders of at least 25% of the total nominal value of the
debentures may declare due and immediately payable the principal and accrued interest on all the
obligations.

In addition, Gas Natural is bound by financial commitments under the financing arrangements taken on
to fund the acquisition of Unién Fenosa. These financial commitments include terms and conditions
governing asset disposals, dividend payments by Unién Fenosa, S.A., financing activities, a change of
control in Gas Natural, and a series of financial covenants relating to a number of financial indicators
and ratios. Any breach of these commitments could trigger the early settlement of its financial
agreements.

In addition, the Gas Natural Group has certain investment projects relating (renewable energies and
Union Fenosa Gas) which have been financed specifically with loans guaranteed by pledged shares of
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these projects. The current balance of this type of loans at December 31, 2009 amounted to € 293
million (amount proportional to the Group’s interest in Gas natural).

Preference shares

In October 1997 the Repsol YPF Group, through its subsidiary Repsol International Capital, issued
preference shares of this company amounting to 725 million dollars under the following terms:

- Dividend: 7.45%, payable quarterly.

- Term: perpetual, with the option for the issuer of early redemption from the fifth year
onwards at face value.
- Guarantee: subordinated Repsol YPF, S.A. guarantee.

- Remuneration: payment of preference dividends is conditional upon the obtainment of a
consolidated profit or upon the payment of dividends on common shares. If no
dividend accrues, there is no subsequent obligation to pay it.

In May and December 2001 Repsol International Capital issued two new series of preference shares
amounting to € 1 billion and € 2 billion, respectively, under the following terms:

- Dividend: variable at a rate of 3-month Euribor with a minimum of 4% APR and a
maximum of 7% APR for the first 10 years, and Euribor plus 3.5% from the
tenth year onwards. The dividend is payable quarterly.

- Term: perpetual, with the option for the issuer of early redemption from the tenth
year onwards at face value.
- Guarantee: subordinated Repsol YPF, S.A. guarantee.

- Remuneration: preference, non-cumulative dividends, conditional upon the obtainment of a
consolidated profit or upon the payment of dividends on common shares.

The carrying amount of the foregoing instruments at December 31, 2009 and 2008 amounted to €
3,547 million and € 3,524 million, respectively, recorded under the item “Bank borrowings, bonds and
other securities” in the accompanying Consolidated Balance Sheets.

In addition, the Gas Natural group, through Unién Fenosa Financial Services USA, has preference

shares outstanding for a nominal amount of € 183 million at year end 2009 (amount proportional to the
Group’s shareholding interest in Gas Natural).

(18) EINANCIAL RISK AND CAPITAL MANAGEMENT

18.1) Financial risk management

The Group businesses expose them to a series of financial risks: market risk, credit risk and liquidity
risk. Repsol YPF has in place a risk management structure and systems that enable it to identify,
measure and control the risks to which the Group is exposed.

18.1.1) Market Risk

Market risk is the potential loss faced due to adverse movements in market variables. The Group is
exposed to several types of market risks:
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- Exchange rate risk: The Group’s results and equity are exposed to fluctuations in
exchange rates of the currencies in which it transacts. The Group’s most significant
foreign currency exposure is to the US dollar.

Repsol YPF obtains part of its financing in dollars, either directly or indirectly through
the use of foreign exchange derivatives (see Note 19).

- Interest rate risk: Fluctuations in interest rates can affect interest income and expense
through financial assets and liabilities with variable interest rates; which can also impact
the fair value of financial assets and liabilities.

Repsol YPF occasionally enters into interest rate derivative transactions to mitigate the
risk of changes in its finance costs or in the fair value of its debt. Generally, these
derivatives are designated as hedging instruments for accounting purposes (see Note 19).

- Commodity price risk: As a result of its trade operations and activities, the Group’s
results are exposed to volatility in the prices of oil, natural gas and their derivative
products.

Repsol YPF enters into derivative transactions to mitigate its exposure to price risk.
These derivatives provide an economic hedge of the Group’s results, although not
always designated as hedging instruments for accounting purposes (see Note 19).

The Company monitors exposure to market risk through ongoing sensitivity analysis. These
strategies are complemented with other risk management measures when warranted by the nature
of the risk exposure.

Sensitivity of financial instruments to market risk

The table below contains a sensitivity analysis of the main risks affecting the Group’s financial
instruments, illustrating the potential impact on results and equity (within the headings
comprising “Adjustments for changes in value”) in accordance with the requirements stipulated
in IFRS 7 Financial instruments: disclosures.

This sensitivity analysis utilises variations in historically significant risk factors. The estimates
made depict the impact of favourable and adverse changes. The impact on results and/or equity is
estimated as a function of the financial instruments held by the Group at each year end.

a)  Exchange rate risk: The sensitivity of net profit and equity to an appreciation or
depreciation of the currencies to which the Group is exposed is illustrated below:

Effect of fluctuations in the euro against the dollar:
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b)

c)

Currency
appreciation (+)/

depreciation (-) 2009 2008
5% 23 (2)
Impact on profit after tax -5% (25) 2
5% 205 299
Impact on equity -5% (226) (330)

In addition, a 5% appreciation of the US dollar against the Brazilian real or the Argentine
peso in 2009 would have resulted in an increase in net profit of € 2 million and € 35

million, respectively.

Moreover, a 5% appreciation of the euro against the Brazilian real or the Argentine peso in
2009 would have resulted in an increase in equity of € 18 million and € 1 million,

respectively.

Interest rate risk:

At December 31, 2009 and 2008, the net balance of fixed-rate financing (refer to “Capital
Management” below) amounted to € 7,745 million and € 4,935 million respectively. These
amounts represented 53% and 68% of total net financing, respectively.

The sensitivity to changes in interest rates is depicted in the following table:

Increase (+)/ decrease
(-) in interest rate

(basis points) 2009 2008
+50 (13) 4)
Impact on profit after tax -50 13 4
+50 20 25
Impact on equity -50 (20) (25)

Commodity price risk: At December 31, 2009 and 2008, an increase or decrease of 10% in
the prices of crude oil and oil derivatives would have had the following impact on profit

after tax:
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18.1.2)

10% increase (+)/

decrease (-) 2009 2008
+10% (50) (27)
Impact on profit after tax -10% 50 27

Liquidity risk

Liquidity risk is associated to the ability of the Group to finance its obligations at reasonable
market prices, as well as to carry out its business plans with stable financing sources.

Repsol YPF keeps a prudent protection policy facing liquidity risk. Accordingly, it keeps enough
cash resources and other liquid financial instruments and unused credit lines available to meet
the loan maturities and finance debt foreseen in the next twelve months. In addition, the Group
had available unused credit lines for an amount of € 4,680 million and € 3,916 million at
December 31, 2009 and 2008, respectively.

The tables below present an analysis on the maturities of the financial liabilities existing at
December 31, 2009 and 2008.

Maturity Date
December 31, 2009 Subsequent
2010 2011 2012 2013 2014 years Total
Trade payables 3,491 - - - - - 3,491
Other payables 4,127 - - - - - 4,127
Loans and other financial debts (1) 3,559 2,630 1,772 2,789 3,027 3,382 17,159
Preference Shares (1) (2) 70 57 57 233 55 3,504 3,976
Derivatives (1) 96 26 10 2 14 6 154
Maturity Date
December 31, 2008 Subsequent
2009 2010 2011 2012 2013 years Total
Trade payables 3,174 - - - - - 3,174
Other payables 5,024 - - - - - 5,024
Loans and others financial debts (1) 1,957 2,405 502 1,111 1,314 2,562 9,851
Preference Shares (1) (2) 132 129 129 128 128 3,521 4,167
Derivatives (1) (3) 27) (93) (29) (1) 3 (88) (235)

NOTE: The amounts shown are the contractual undiscounted cash flows; therefore, they differ from the amounts

included on the consolidated balance sheet.

(1) Corresponding to future maturities of the amounts recognised under the headings “Non-Current financial
liabilities” and “Current financial liabilities” including future interest or dividends associated with these financial
liabilities.

(2) The preference shares issued are perpetual, redeemable only at the choice of the issuer (see details in Note 17).
Underlying the schedule above is the assumption that preference shares are redeemed after 2014 with the
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exception of those issued by Union Fenosa Financial Services USA, a Gas Natural group company, which are
assumed to be redeemed in 2013. The column “Subsequent years” includes only the face value of the instruments.
The assumptions made are conventional and must not be interpreted as forecasts of the decisions the Group shall
take in the future.

(3) The contractual maturities of the derivatives included under this heading are outlined in Note 19.

18.1.3) Credit risk

Credit risk is defined as the possibility of a third party not complying with his contractual
obligations, thus creating losses for the Group.

Credit risk in the Group is measured and controlled in relation to the customer or individual third
party. The Group has its own systems for the permanent credit evaluation of all its debtors and
the determination of risk limits with respect to third parties, in line with best practices.

Maximum exposure

The exposure of the Group to credit risk is mainly attributable to commercial debts from trading
transactions, whose amounts are shown on the consolidated balance sheet net of allowances for
doubtful accounts for an amount of € 6,001 million and € 5,744 million, respectively at
December 31, 2009 and 2008.

The allowances for doubtful accounts are measured by the following criteria:

- The seniority of the debt
- The existence of bankruptcy proceedings
- The analysis of the capacity of the customer to return the credit granted.

The allowances for doubtful accounts are shown at December 31, 2009 and 2008 in Note 13
about financial assets. These allowances represent the best estimates of the Group for the losses
incurred in relation to the accounts receivable.

The maximum exposure to credit risk of the Group, according to the type of financial

instruments and without excluding the amounts covered by guarantees and other arrangements
mentioned below, is detailed below at December 31, 2009 and 2008:

Millions of euros

. 2009 2008
Maximum exposure
Commercial debts 6,396 6,074
Derivatives 247 403
Cash and cash equivalents 2308 2922

The credit risk affecting liquid funds, derivatives and other financial instruments is limited
because the counterparties are bank or insurance entities carrying high and duly documented
credit ratings in accordance with the market conventions regulating these kinds of financial
transactions. Likewise, the vast majority of the accounts receivable neither due nor provisioned
have a high credit quality according to the valuations of the Group, based on the solvency
analysis and the payment habits of each customer.
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The Group does not have a significant concentration of credit risk. This exposure is distributed
among a high number of customers and other counterparties. No customer represents more than
4% of the total amount of these accounts receivable.

Guarantee Policy

As a general rule, the Group establishes a bank guarantee issued by the financial entities as the
most suitable instrument of protection from credit risk. In some cases, the Group has contracted
insurance credit policies whereby this transfers to third parties the credit risk related to the
business activity of some of their businesses.

Effective third party guarantees extended to the Group amounted to € 2,533 million at December
31, 2009 and € 2,462 million at December 31, 2008. The additional consideration of maximum
guarantees under the Solred card marketing agreements with banks and savings banks would
increase the 2009 balance by € 359 million. Of this amount, commercial debts at December 31,
2009 and 2008 covered by guarantees amounted to € 779 million and € 701 million, respectively.

During 2009, the Group executed guarantees received for an amount of € 24 million. During
2008 this figure was € 10 million.

Non-impaired overdue financial assets

The following table discloses the aging of the non-provisioned due debt:

Millions of euros

Due Date 2009 2008
- Non due debt 5,440 5,098
- Due debt 0-30 days 173 409
- Due debt 31-180 days 186 199
- Due debt for more than 180 days (1) 201 38
Total 6,001 5,744

(1) Mainly corresponds to guaranteed debt or debt with Official Organisms.

Impaired financial assets are disclosed in Note 13.
18.2) Capital management
Repsol YPF, as an essential part of its strategy, has committed to a policy of financial prudence. The
financial structure targeted is defined by this commitment of solvency and the aim to maximise

shareholder returns, by optimising the cost of capital.

The target financial structure is guided by the leverage ratio that expresses net financing as a
percentage of net financing plus equity:
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Net financing

Net financing + Equity
The criteria for the calculation of this ratio are the following:

- Net financing includes net financial debt and preference shares. Preference shares are
factored into this leverage ratio on account of their significant weight in the Group’s
financing structure, although their perpetual nature equates them to equity instruments in
terms of solvency analysis and creditor claims.

- The formula utilises net financial debt and not gross debt to factor in the effect of short term
investments. Repsol YPF maintains a prudent protection policy in relation to liquidity risk.
Thus, Repsol maintains enough cash resources and other liquid financial instruments to meet
the loan maturities and finance debt foreseen in the next twelve months. Thus, this ratio
shows more accurately the solvency of the Group, using the concept of net debt, instead of
gross debt, where financial investments are deducted.

The net financial debt includes the following items of the consolidated balance sheet at December 31,
2009 and 2008:

Millions of euros

2009 2008
Non-current financial liabilities 15,411 10,432
Less: Preference shares (see Note 17) (3,726) (3,524)
Current financial liabilities 3,499 1,853
Non-current financial assets (1,732) (2,465)
Less: Financial assets available for sale (see Note 13) 173 881
Other current financial assets (1) (332) (498)
Cash and cash equivalents (2,308) (2,922)
Hedging derivatives instruments on interest rate (see Note 17) (57) (275)
Net Financial Debt 10,928 3,482
Preference Shares (see Note 17) 3,726 3,524
Net financing (2) 14,654 7,006

(1) Excludes € 381 million, recorded under “Other current financial assets” in the consolidated balance sheet corresponding to
the funding of the tariff deficit in the regulated electricity segment, owned through the Group’s interest in Gas Natural.

(2) In addition, at December 31, 2009 and 2008, this heading includes € 1,919 and € 721 million, respectively, included under
“Other non-current liabilities” and € 172 and € 31 million under “Other payables” corresponding to financial leases
measured at amortised cost (see Note 23).

The trend in this leverage ratio is monitored systematically. Similarly leverage projections are a key -
and limiting — input into Group investment decision-making process and dividend policy. At December
31, 2009 and 2008, this ratio stood at 40.7% and 25.0%, respectively.

The increase in net debt in 2009 primarily reflects the acquisition of Unién Fenosa by Gas Natural, due to

both the scale of the acquisition financing taken on by Gas Natural and the consolidation of existing debt at
Union Fenosa.
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(19) DERIVATIVE TRANSACTIONS

In 2009 the Repsol YPF Group carried out the following types of hedging transactions:

1. Fair value hedges of assets or liabilities
2. Cash flow hedges
3. Hedges of net investments in foreign operations

In addition, the Repsol YPF Group performed other transactions with derivative instruments in 2009

and 2008 that do not qualify as accounting hedges.

The table below reflects the impact on the balance sheet of derivative instruments at December 31,

2009 and 2008 as a result of changes in their fair value since their origination:

Million of Euros

December 31, 2009

Non-current Current Non-current Current Fair

Classification Assets Assets Liability Liability Value
Hedge derivative instruments 86 137 (134) (39) 50
Fair Value: 84 5 €] 86
- interest rate 84 - - 84
- exchange rate - 5 (2 3
- commodities prices ) )
Cash Flow: 2 2 (127) (8) (131)
- interest rate 2 - (127) (3) (128)
- exchange rate - 2 - 1) 1
- commodities prices @ 4
Net Investment - 130 (7 (28) 9
Other derivative instruments - 25 (10) (70 (55)
TOTAL (1) 86 162 (144) (109) (5)

(2)Includes derivatives with a negative measurement of € 57 million in respect of interest rates.
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Million of Euros
December 31, 2008

Non-current Current Non-current Current Fair
Classification Assets Assets Liability Liability Value
Hedge derivative instruments 131 149 (285) (15) (20)
Fair Value: 65 8 - (5) 68
- interest rate 64 - - - 64
- exchange and interest rate 1 - - (3) 2
- exchange rate - 8 - 2 6
Cash Flow: 14 (155) (6) (147)
- interest rate 4 (155) - (151)
- exchange rate 5 - (5)
- commodities prices 5 - ()] 4
Net Investment 66 127 (130) ()] 59
Other derivative instruments 15 108 (34) (54) 35
TOTAL (1) 146 257 (319) (69) 15

(2)Includes derivatives with a negative measurement of € 275 million in respect of interest rates.

19.1) Fair value hedges of assets or liabilities

These are hedges of the exposure to changes in the fair value of an asset or a liability recognised for
accounting purposes, an unrecognised firm commitment or an identified portion of the aforementioned
asset, liability or firm commitment that can be attributed to a particular risk and might affect the net
income for the period. The most significant transactions are detailed below.

The 2009 income statement recognises a gain of € 15 million within “Financial result” (2008: € 44
million) and a loss of € 1 million (2008: a gain of € 2 million) within “Operating income” in
connection with fair value hedges. Both amounts were fully offset by the effects of measuring the
hedged items at fair value, the effects of which are recognised in these same income statement
headings. The net effect on the income statement is zero as the hedges were 100% effective.

The most significant transactions are outlined below.
Interest rate options

In May 2001 Repsol YPF arranged a zero-cost interest rate swap option on a notional amount of
€ 1,000 million, tied to the preference shares issued on that date (see Note 17).

The characteristics of these options are as follows:
- Repsol YPF sold a right by virtue of which, if the counterparty exercised the right, it would
pay 3-month Euribor and receive 7% APR on the aforementioned notional amount, with

quarterly settlement periods beginning on June 30, 2001, the first maturity being on October
1, 2001, and the last on June 30, 2011.
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- Repsol YPF purchased a right by virtue of which, if it exercised the right, Repsol YPF would
pay 3-month Euribor and receive 4% APR on the aforementioned notional amount, with the
same quarterly settlement periods and maturity dates as those mentioned in the previous
paragraph.

By virtue of these interest rate swap options, the final cost for Repsol YPF of this preference share
issue in the first ten years was established at a floating interest rate of 3-month EURIBOR.

Also, in April 2002, effective June 30, 2002, Repsol YPF arranged a zero-cost interest rate swap
option on a notional amount of € 1,000 million tied to the € 2,000 million preference share issue
issued in December 2001 (see Note 17).

The characteristics of these options are as follows:

- Repsol YPF sold a right by virtue of which, if the counterparty exercised the right, Repsol YPF
would pay 3-month EURIBOR and receive 7% APR on the aforementioned notional amount,
with quarterly settlement periods beginning on June 30, 2002, the first maturity being on
September 30, 2002, and the last on December 31, 2011.

- Repsol YPF purchased a right by virtue of which, if it exercised the right, Repsol YPF would
pay 3-month EURIBOR and receive 4% APR on the aforementioned notional amount, with the
same quarterly settlement periods and maturity dates as those mentioned in the previous
paragraph.

By these purchase and sale transactions on interest options, of the total sum of the € 2,000 million
corresponding to the issue of preference shares in December 2001, € 1,000 million have been at a
floating rate of 3 months EURIBOR, for the period from September 30, 2002 and December 31, 2011.

At December 31, 2009 and 2008, the fair value of these purchase and sale transaction of interest rate
options of € 84 million and € 64 million, respectively, have been recorded in the assets of the
consolidated balance sheet attached.

Interest rate hedges

At December 31, 2009, Repsol YPF, through its shareholding in Gas Natural, had arranged forward
contracts designated as fair value interest rate hedges. The breakdown of these transactions is as

follows:
Maturity

Subsequent Fair

December 31, 2009 2010 2011 2012 2013 2014 years Total Value
(millions of euros)
1.) Floating to fixed

Contract amount/notional (EUR) 1 1 1 1 8 - 12
Average rate payable (EUR) 3.57% 3.57% 3.57% 3.57% 3.57%
Average rate receivable (EUR) 1.51% 1.51% 1.51% 1.51% 1.51%
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Cross-currency IRS

At December 31, 2009 and 2008 Repsol YPF through its stake in Gas Natural, has trading transactions
of mixed currency and interest swaps to cover the fair value in the financial transactions traded. The
detail of said transactions at December 31, 2009 and 2008 is the following:

December 31, 2009
Floating to Fixed

Contract amount/notional (BRL)
Average rate payable (BRL)

Average rate receivable (USD)

December 31, 2008

Floating to Fixed
Contract amount/notional (BRL)

Average rate payable (BRL)

Average rate receivable(USD)

Floating to Fixed
Contract amount/notional (BRL)

Average rate payable (BRL)

Average rate receivable(USD)

Maturity
Subsequent Fair
2010 2011 2012 2013 2014 years Total Value
(millions of euros)
1 1 1
101.9 CDI-129% CDI  101.9 CDI-129% CDI  101.9 CDI - 129% CDI - - -
libor a.t + 0.6%a.s libor a.t + 0.6%a.s libor a.t + 0.6%a.s - - -
Maturity
Subsequent
2009 2010 2011 2012 2013 years Total Fair Value
(millions of euros)
1 1 1 1 - - 4 1
101.90%
101.90% CDI CDI
CDI+4.97% 129%CDI 129%CDI 101.90% CDI - -
LIBORat+ LIBORat
0.60% a.a +0.60% a.a
US$ + US$ + LIBOR a.t +
USD + 8.30% 10.59% a.a 10.59% a.a 0.60% a.a - -
5 - - - - - 5 3)
101.90% CDI
113.04%CDI - - - - - - -
LIBORat+
0.60% a.a US$ +
7.66% a.a - - - - - - -

Foreign exchange rate transactions

Forward Contracts

At December 31, 2009, Repsol YPF, through its stake in Gas Natural, had arranged forward cash flow
hedging transactions to hedge its exposure to foreign exchange risk. The detail of these contracts is as

follows:
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Maturity

Subsequent Fair Value
December 31, 2009 2010 2011 2012 2013 2014 years Total 1)
(millions of euros)

USD/Euro (2)
Contract amount (USD) 163 - - - - 163 3
Contract average exchange rate 1.46

MAD/Euro (2)
Contract amount (MAD) 1 - - - - - 1 -
Contract average exchange rate 7.98

At December 31, 2008, Repsol YPF, through its interest in Gas Natural, had arranged forward

contracts designated as fair value foreign exchange hedges. The breakdown of these transactions is as
follows:

Maturity
Subsequent

December 31, 2008 2009 2010 2011 2012 2013 years Total Fair Value (1)
USD/Euro (2)

Contract amount (USD) 136 - - - - - 136 6

Contract average exchange rate 143
MAD/Euro (2)

Contract amount (MAD) 2 - - - - - 2 -

Contract average exchange rate 8.13

(1) In millions of euros equivalent.
(2) Repsol YPF buys the first currency mentioned and sells the second.

19.2) Cash flow hedges

These are hedges of the exposure to variability in cash flows that: (i) is attributed to a particular risk
associated with a recognised asset or liability (such as all or some future interest payments on variable
rate debt) or a highly probable forecasted transaction; and (ii) could affect profit or loss.

The detail of the most significant transactions is as follows:

Interest rate transactions

i. Interest rate swaps

At December 31, 2009 and 2008, the Repsol YPF Group held the following interest rate swaps as
hedges:
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1

\_/

December 31, 2009

Floating to fixed

Contract amount/notional (EUR)
Average rate payable (EUR)
Average rate receivable (EUR)

Contract amount/notional (USD)
Average rate payable (USD)
Average rate receivable (USD)

Contract amount/notional (EUR)
Average rate payable (EUR)
Average rate receivable (EUR)

Contract amount/notional (EUR)
Average rate payable (EUR)
Average rate receivable (EUR)

Contract amount/notional (EUR)
Average rate payable (EUR)
Average rate receivable (EUR)

Contract amount/notional (EUR)
Average rate payable (EUR)
Average rate receivable (EUR)

Contract amount/notional (ARS)
Average rate payable (ARS)
Average rate receivable (ARS)

Contract amount/notional (USD)
Average rate payable (USD)
Average rate receivable (USD)

Contract amount/notional (USD)
Average rate payable (USD)
Average rate receivable (USD)

Contract amount/notional (USD)
Average rate payable (USD)
Average rate receivable (USD)

Maturity

Subsequent
2010 2011 2012 2013 2014 years Total Fair Value
(millions of euros)
- - 750 - - - 750 (42)
4.23%
3m. Euribor
33 6 6 7 7 274 333 (35)
1.66% 5.24% 5.24% 5.24% 5.25% 5.27%
3 m. Libor 3 m. Libor 3 m. Libor 3 m. Libor 3 m. Libor 3 m. Libor
0.42 180.51 0.48 2.40 0.90 0.63 185 (6)
3.58% 3.15% 3.58% 3.58% 3.58% 3.58%
6 m. Euribor 6 m. Euribor 6 m. Euribor 6 m. Euribor 6 m. Euribor 6 m. Euribor
600 503 - - - - 1,103 (24)
1.12% 3.83
1 m. Euribor 1 m. Euribor
60 90 60 - - - 210 (10)
3.77% 3.77% 3.77%
1 m. Euribor 1 m. Euribor 1 m. Euribor
2.30 297 3.20 3.80 3.30 36.70 52.27 2
3.57% 3.57% 3.57% 3.57% 3.57% 3.57%
1.51% 1.51% 1.51% 1.51% 1.51% 1.51%
1.65 - - - - - 1.65 -
17.25%
Badlar
2 1 49 2 1 15 69 %)
4.67% 4.67% 4.67% 4.67% 4.67% 4.67%
6 m. Libor 6 m. Libor 6 m. Libor 6 m. Libor 6 m. Libor 6 m. Libor
2 2 2 2 2 28 38 (3)
4.82% 4.82% 4.82% 4.82% 4.82% 4.82%
6 m. Libor +0.6 6 m. Libor +0.6 6 m. Libor +0.6 6 m. Libor +0.6 6 m. Libor +0.6 6 m. Libor +0.6
11 2 3 3 3 10 32 (4)
6.38% 6.38% 6.38% 6.38% 6.38% 6.38%
3 m. Libor 3 m. Libor 3 m. Libor 3 m. Libor 3 m. Libor 3 m. Libor
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1.

v

December 31, 2008

Floating to fixed

Contract amount/notional (EUR)
Average rate payable (EUR)
Average rate receivable (EUR)

Contract amount/notional (MXN)
Average rate payable (MXN)
Average rate receivable (MXN)

Contract amount/notional (USD)
Average rate payable (USD)
Average rate receivable (USD)

Contract amount/notional (EUR)
Average rate payable (EUR)
Average rate receivable (EUR)

Contract amount/notional (EUR)
Average rate payable (EUR)
Average rate receivable (EUR)

Contract amount/notional (EUR)
Average rate payable (EUR)
Average rate receivable (EUR)

Contract amount/notional (ARS)
Average rate payable (ARS)
Average rate receivable (ARS)

Maturity

Subsequent Fair
2009 2010 2011 2012 2013 Years Total Value
(Millions of euros)
- - - 750 - - 750 (34)
4.23%
3 m. Euribor
10 - - - - - 10 -
28-day SIIR
28-day SIIR
- - - - - 397 397 (85)
5.27%
3 m. Libor
371 371 186 1 2 2 931 3)
3.15% 3.15% 3.15% 3.3% 3.07% 3.74%
6 m. Euribor 6 m. Euribor 6 m. Euribor 6 m. Euribor 6 m. Euribor 6 m. Euribor
62 - - - - - 62 -
3.67%
3 m. Euribor
- 62 609 62 - - 733 (25)
3.77% 3.82% 3.77%
1 m. Euribor 1 m. Euribor 1 m. Euribor
- 1.94 - - - - 1.94 -
17.25%
Badlar

In 2007 the cash flow hedge provided by two interest rate swaps for a notional amount of € 674
million associated with a preference share issue was discontinued as the hedges were no longer

effective. These swaps were settled in 2008 at an effective loss of € 0.2 million.

The loss accumulated in equity under “Adjustments for changes in value” at December 31, 2009 was
€ 39 million (2008: € 43 million) and will be amortised over the life of the underlying preference
shares hedged instrument. The amount of “Adjustments for changes in value” transferred to the
income statement in both 2009 and 2008 was € 4 million.

ii. Interest rate options

At December 31, 2009 and 2008, Repsol YPF, through its shareholding in Gas Natural, had arranged
interest rate options. The detail of these hedging transactions is as follows:
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Maturity

Subsequent
December 31, 2009 2010 2011 2012 2013 2014 years Total Fair Value
(millions of euros)
Collar
Contract amount/notional (EUR) 1.87 1.15 3.85 0.75 0.78 0.78 9.18
Cap call option
Average rate payable 5.21% 5.65% 5.37% 5.65% 5.65% 5.65%
Average rate receivable Euribor ~ Euribor  Euribor  Euribor  Euribor Euribor
Floor put option
Average rate payable 3.30% 3.63% 3.98% 3.63% 3.63% 3.63%
Average rate receivable Euribor ~ Euribor  Euribor  Euribor  Euribor Euribor
Maturity
Subsequent
December 31, 2008 2009 2010 2011 2012 2013 years Total Fair Value
(millions of euros)
1.) Collar
Contract amount/notional (EUR) 5.17 1.93 1.19 3.97 0.77 1.60 14.63 -
Cap call option
Average rate payable 5.32% 5.20% 5.64% 5.38% 5.60% 5.55%
Average rate receivable Euribor  Euribor  Euribor  Euribor  Euribor Euribor
Floor put option
Average rate payable 3.54% 3.30% 3.62% 4.01% 3.54% 3.44%
Average rate receivable Euribor  Euribor  Euribor  Euribor  Euribor Euribor
2.) Forward option starting
Contract amount/notional (BRL) 1.28 - - - - - 1.28 -
Cap call option 14.30%
Rate payable 100% CDI

Rate receivable

iii. Cross currency IRS

At December 31, 2008, Repsol YPF, through its shareholding in Gas Natural, had arranged cross-

currency interest rate swaps qualified as interest rate hedges:

December 31, 2008

Floating to Fixed
Contract amount (USD)
Average rate payable (ARS)
Average rate receivable (USD)

Floating to Fixed
Contract amount (USD)
Average rate payable (USD)
Average rate receivable (USD)

Maturity
Subsequent
2009 2010 2011 2012 2013 years Total Fair Value
(millions of euros)
13 - - - - 13 2
14.30%
Libor 6m
3 12 2 3 14 37 (6)
6.38%
Libor 3m
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Foreign exchange rate transactions

Forward contracts

At December 31, 2009 and 2008, Repsol YPF, through its investment in Bahia de Bizkaia
Electricidad, S.L., Gas Natural and other associates had arranged forward cash flow hedging
transactions to hedge its exposure to foreign exchange risk. The detail of these contracts is as

follows:
Maturity
December 31, 2009 2010 2011 2012 2013 2014 Subsequent years Total Fair Value (1)
(millions of euros)
USD/Euro (2)
Contract amount (USD) 244 2 2 2 2 2 254 2
Contract average exchange rate 1.44 1.29 1.30 131 1.32 1.33
Euro/USD (2)
Contract amount (EUR) 441 - - - - - 441 1)
Contract average exchange rate 1.44
Maturity
Subsequent
December 31, 2008 2009 2010 2011 2012 2013 years Total  Fair Value (1)
(millions of euros)
USD/Euro (2)
Contract amount (USD) 165 2 2 2 2 4 177 (5)
Contract average exchange rate 1.39
USD/Euro (2)
Contract amount (USD) 37 3 - - - - 40
Contract average exchange rate 1.38 1.38
JPY/Euro (2)
Contract amount (JPY) 21 - - - - - 21 5
Contract average exchange rate 156.45

(1) In millions of euros equivalent.
(2) Repsol YPF buys the first currency mentioned and sells the second.

Commodity price hedges

At December 31, 2009 and 2008 Repsol YPF, through its shareholding in Gas Natural, had arranged
swaps to hedge changes in natural gas and electricity prices denominated in euros for a net nominal
value of € 54 million and € 27 million, respectively. The net fair value of these instruments at year end
2009 was a negative € 4 million (2008: positive € 4 million).
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19.3) Hedges of a net investment

These instruments hedge the foreign currency risk arising from net investments in foreign operations.

Repsol YPF has arranged forward currency purchase and sale contract as part of its global strategy of
management exposure to foreign currency exposure via its foreign investments.

The most significant derivative transactions in existence at December 31, 2009 and 2008 are the

following:

i) Forward currency contracts

The nominal value, maturity and fair value of these financial instruments at December 31, 2008 is as

follows:

December 31, 2008

Eur/USD (2)
Contract amount (EUR)
Contract average exchange rate

(2) In millions of euros equivalent.

Maturity
Subsequent
2009 2010 2011 2012 2013 years Total  Fair Value (1)
1,678 - - - - - 1,678 124
1.2846

(2) Repsol YPF buys the first currency mentioned and sells the second.

Hedge accounting for these instruments was discontinued in 2009. The decline in the fair value of
these derivatives from January 1, 2009 to the discontinuation and settlement date, of € 117 million,
was recognised in translation differences within “Adjustments for changes in value”.

ii) Cross currency IRS

The nominal value, maturity and fair value of these financial instruments at December 31, 2009 and

2008 is as follows:

Maturity
Subsequent
December 31, 2009 2010 2011 2012 2013 2014 years Total Fair Value
(millions of euros)
Fixed to Fixed
Contract amount/notional (EUR) 342 - - - 158 - 500 (35)
Average rate payable (USD) 3.02% - - - 3.88% -
Average rate receivable (EUR) 4.42% - - - 4.22% -
Maturity
Subsequent
December 31, 2008 2009 2010 2011 2012 2013 years Total Fair Value
(millions of euros)
Fixed to Fixed
Contract amount/notional (EUR) - 342 - 750 700 658 2,450 (195)
Average rate payable (USD) - 3.02% - 4.97%  5.25% 4.95%
Average rate receivable (EUR) - 4.42% - 4.22%  4.41% 4.41%
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In 2009 hedge accounting was discontinued for cross-currency IRSs with a notional value of € 1,950
million. The increase in the fair value of these derivatives between January 1, 2009 and the
discontinuation date, of € 7 million, was recognised in translation differences within “Adjustments for
changes in value”. These instruments were subsequently unwound, giving rise to a gain of € 168
million, recognised within “Financial result” in the 2009 consolidated income statement. This balance
is included in “Gains (losses) on other derivatives”, as disclosed in Note 19.4 below.

In addition to the instruments listed in the tables above, the Group has arranged cross-currency IRSs
on a notional value equivalent to € 300 million, maturity 2010, for which hedge accounting was
discontinued on February 21, 2008, subsequent to which date these instruments are considered
derivatives held for trading (see section 19.4 ii below). When hedge accounting was discontinued, their
fair value was € 130 million; this balance was recognised on the asset side of the balance sheet as a
hedge of a net investment.

19.4) Other derivative transactions

Additionally, Repsol YPF has arranged a series of derivatives to manage its exposure to interest rate,
foreign exchange and price risk that do not qualified as accounting hedges under IAS 39.

The 2009 consolidated income statement recognises a gain of € 213 million within “Financial result”
(2008: € 86 million) and a loss of € 84 million (2008: a gain of € 36 million) within “Operating
income” in connection with derivatives held for trading, including those still outstanding at year end
and those settled during the course of the year.

The most significant transactions are outlined below:
i) Interest rate swaps
The Group had arranged swaps to hedge the financial impact of its exposure to interest rate risk

that do not qualify as hedge accounting at December 31, 2009 and 2008. The breakdown is as
follows:

Maturity
Subsequent
December 31, 2009 2010 2011 2012 2013 2014 years Total  Fair Value
(millions of euros)
Floating to Fixed
Contract amount/notional (EUR) 300 - - - - - - (16)
Average rate payable (EUR) 6.00%
Average rate receivable (EUR) Euribor 3m + 0.51
Maturity
Subsequent
December 31, 2008 2009 2010 2011 2012 2013 years Total Fair Value

(millions of euros)

Floating to Fixed

Contract amount/notional (EUR)
Average rate payable (EUR)
Average rate receivable (EUR)

300
6.00%
Euribor 3m + 0.51%

300

(18)
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ii) Cross currency IRS

In 2008 the Group discontinued hedge accounting for cross-currency IRS used to hedge net
investment in a foreign operation in the amount of € 2,175 million, of which, € 1,875 million of
these instruments were cancelled during the year.

The cross-currency IRSs corresponding to the discontinued hedges that have not been cancelled
and which continued to be recognised in the Group’s financial statements at December 31, 2009 as
derivatives held for trading are detailed below:

Maturity
Subsequent
December 31, 2009 2010 2011 2012 2013 2014 years Total Fair Value
(millions of euros)

Fixed to Fixed
Contract amount/notional (EUR) 300 - - - - 300 128
Average rate payable (USD) 6.94%
Average rate receivable (EUR) 6.00%

Maturity

Subsequent

December 31, 2008 2009 2010 2011 2012 2013 years Total Fair Value

(millions of euros)
Fixed to Fixed

Contract amount/notional (EUR) - 300 - - - - 300 121
Average rate payable (USD) 6.94%
Average rate receivable (EUR) 6.00%

The fair value of these instruments when hedge accounting was discontinued in February 2008
amounted to € 130 million (see section 19.3 ii above). The decline in the fair value of these
instruments from the discontinuation of hedge accounting to December 31, 2009 (€ 2 million) and
to December 31, 2008 (€ 9 million) was recognised as derivatives held for trading on the liability
side of the balance sheet.

In addition, at December 31, 2009 the Group had written the following cross-currency IRSs that
were not registered as accounting hedges:

Maturity
Subsequent
December 31, 2009 2010 2011 2012 2013 2014 years Total Fair Value
(millions of euros)

Fixed to Fixed

Contract amount/notional (JPY) - - - - - 1 1 (8)
Average rate payable (JPY) 7.09%

Average rate receivable (USD) 4.75%

iii) Other forward contracts

Repsol YPF has arranged other forward contracts as part of its global strategy of managing
exposure to foreign currency risk. The nominal value, maturity and fair value of these financial
instruments were recognised in the consolidated balance sheet at December 31, 2009 and 2008 as
follows:
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Maturity

Subsequent
December 31, 2009 2010 2011 2012 2013 2014 years Total Fair Value
(millions of euros)
EUR/USD
Contract amount (EUR) 2,222 - - - - - 2,222 7
Contract average exchange rate 1.4363
USD/EUR
Contract amount (USD) 367 - - - - - 367 (8)
Contract average exchange rate 1.4113
CLP/USD
Contract amount (CLP) 74 - - - - - 74 -
Contract average exchange rate 506.56
USD/PEN
Contract amount (USD) 12 - - - - - 12 -
Contract average exchange rate 2.89
USD/BRL
Contract amount (USD) 329 - - - - - 329 )
Contract average exchange rate 1.76
CAD/USD
Contract amount (USD) 19 - - - - - 19 -
Contract average exchange rate 1.05
JPY/USD
Contract amount (USD) 28 - - - - - 28 -
Contract average exchange rate 1.05
Maturity
Subsequent
December 31, 2008 2009 2010 2011 2012 2013 years Total Fair Value
(millions of euros)
EUR/USD
Contract amount (EUR) 2,106 - - - - - 2,106 48
Contract average exchange rate 1.3585
USD/EUR
Contract amount (USD) 1,275 - - - - - 1,079 27)
Contract average exchange rate 1.3618
CLP/USD
Contract amount (CLP) 47 - - - - - 47 -
Contract average exchange rate 643.49
USD/PEN
Contract amount (USD) 18 - - - - - 18 -
Contract average exchange rate 3.12

(1) In millions of euros equivalent.
(2) Repsol YPF buys the first currency mentioned and sells the second.



iv) Equity Swaps

In 2008 Gas Natural signed equity swap contracts with UBS Limited, ING Belgium and Société
Générale representing 9.40% of the capital stock, on a total of 85,886,762 Union Fenosa, S.A. shares as
the underlying securities, which allowed Gas Natural to settle this operation, either as a result of
differences (cash payments) or by means of acquiring said shares (physical liquidation) as from the
date on which the necessary permits are awarded. Each agreement established a price ceiling (from
17.13 to 17.57 euros per share, on the basis of the agreement). Fair value recorded in the consolidated
balance sheet for those operations at December 31, 2008 was € 11 million. In 2009 Gas Natural settled
these instruments in conjunction with the acquisition of Unién Fenosa (see Note 30).

v) Future contracts on commaodities
The risk associated with future physical crude oil and other oil product purchase or sale
transactions is hedged through the arrangement of derivative instruments, basically futures and
swaps.

At December 31, 2009 and 2008, the open positions were as follows:

Maturity
Subsequent
December 31, 2009 2010 201 2012 2013 2014 years Total Fair Value
Units (Millions of Euros)

Purchase contracts

BRENT Thousands ofbarrels 1499 1499 3

WTI Thousands ofbarrels 1500 - - - - - 1500 2

NYMEXHHO Thousands ofbarrels 62 - - - - - 62 -

IPE GO Thousands oftons 135 - - - - - 135 2

RBOB Thousands ofbarrels 855 - - - - - 855 -

Henry Hub TBTU 30 - - - - - 30 -
Sale contracts

BRENT Thousands ofbarrels 4,036 4,036 (6)

WTI Thousands ofbarrels 441 - - - - - 441 (1)

NYMEXHHO Thousands ofbarrels 982 - - - - - 982 2)

IPEGO Thousands oftons 229 - - - - - 229 4)

RBOB Thousands ofbarrels 602 - - - - - 602 (@)

Henry Hub TBTU 86 - - - - - 86 1
Swaps

WTI Thousands ofbarrels 1,350 - - - - - 1350 4)

Brent Thousands ofbarrels 7,268 - - - - - 7,268 3

JET Thousands oftons 190 - - - - - 190 (@]

UNL 87 Thousands ofbarrels 230 - - - - - 230 (@]

GO Thousands oftons 185 - - - - - 185 (@]

Premium Unl Thousands oftons 3 - - - - - 3 -

Fuel Oil Thousands oftons 77 67 67 68 - - 279 -

Naphtha Thousands oftons 188 - - - - - 188 (@)
Freight derivatives

BITRA Thousands oftons 240 - - - - - 240 -
Options
Purchase contracts

Call Thousands ofbarrels 2,000 2,000 -

Put Thousands ofbarrels 17,000 17,000 -
Sale contracts

Call Thousands ofbarrels 7,800 7,800 (@)

Put Thousands ofbarrels 7,000 7,000 -
COLLAR FuelOil

Call Tons 6,900 6,900

Put Tons 6,900 6,900 -
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Thousand of Maturity

barrels Subsequent
December 31, 2008 except (*) 2009 2010 2011 2012 2013 years Total Fair Value
(Millions of euros)
Purchase contracts
WTI 523 523 - - - - - 523 (1)
NYMEX HHO 42 42 - - - - - 42 -
IPE GO (*) 113 113 - - - - - 113 (6)
RBOB 35 35 - - - - - 35 -
Sale contracts
WTI 1,707 1,707 - - - - - 1,707 -
IPE GO (*) 138 138 - - - - - 138 -
IPE BRENT 834 834 - - - - - 834 )
NYMEX HHO 570 570 - - - - - 570 6
Swaps
WTI 2,600 2,600 - - - - - 2,600 15
Brent 11,211 11,211 - - - - - 11,211 4
JET 63 63 - - - - - 63 12
HHO 295 295 - - - - - 295 -
GO (¥ 49 49 - - - - - 49 -
Propane (*) 50 50 - - - - - 50 -
Fuel Oil (*) 50 50 - - - - - 50 -
Naphtha (*) 6 6 - - - - - 6 -

(*)In thousands of tons

At year end 2009 “Other receivables” includes € 1 million (2008: € 7 million) corresponding to the fair
value of commodity purchase agreements measured in accordance with IAS 39, as detailed in section
4.22 of Note 4.

In addition, through its shareholding in Gas Natural, carried commodity price derivatives with a
negative fair value of € 1 million (notional value: approximately € 2 million).

vi) CO2 emission allowances derivatives:
The Group arranges emission allowance future contracts and swaps (EUAs and CERs), which are
measured at fair value under 1AS 39, with the objective of optimize the cost of the Group’s emissions
each year. The fair value of these instruments is approximately € 1 million.

(20) PROVISIONS

The balance of provisions at December 31, 2009 and 2008 as well as the changes in the related
headings in both years is detailed in the following table:
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Millions of Euros

Long-Term Provisions

Short-Term Provisions

Provision Provision Provision
for for Field Other for Other
Pensions (1)  Dismantling Costs Provisions Total Pensions (1) Provisions Total
Balance at January 1, 2008 66 931 1,568 2,565 3 283 286
Period provisions charged to results (2) 2 82 627 711 2 39 41
Reversals of provisions with a credit to results (3) 2) 1) (160) (163) - @) @)
Provisions released due to payment 9 (19) (98) (126) (233) (233)
Changes in the scope of consolidation - 9) a7 (26) - - 0
Translation differences 2) 49 50 97 - 10 10
Reclassifications and other changes (5) 1 68 (409) (340) 5 337 342
Balance at December 31, 2008 56 1,101 1,561 2,718 10 429 - 439
Period provisions charged to results (2) 34 109 576 719 - 20 20
Reversals of provisions with a credit to results (3) (19) (24) (188) (231) 1) (54) (55)
Provisions released due to payment (15) (41) (83) (139) 4) (170) (174)
Changes in the scope of consolidation (4) 186 30 163 379 - 33 33
Translation differences 7 (34) (31) (58) 4) 4)
Reclassifications and other changes (5) (11) ®3) 277) (291) 23 23
Balance at December 31, 2009 238 1,138 1,721 3,097 5 277 - 282

(1) See Note 21.

(2) In 2008 “Other provisions” includes the following charges (i) € 208 million for the consumption of CO, emission
allowances, (ii) € 133 million for environmental contingencies and (iii) € 82 million for litigation. These charges also
include the € 151 million effect of discounting provisions to present value. In 2009 “Other provisions” includes the
following charges (i) a € 163 million provision for the consumption of CO, emission allowances, (ii) € 45 million for
environmental contingencies and (iii) € 126 million for litigation (see Note 35). In 2009, the effect of discounting provisions
to present value amounted to € 233 million.

(3) The amounts credited include the reversals of several provisions recognised by Group companies in several countries as a
result of changes in the circumstances arose at the original recognition.

(4) This balance corresponds primarily to the acquisition of Union Fenosa by Gas Natural (see Note 30).

(5) “Provision for field dismantling costs” includes € 68 million and € 33 million in 2008 and 2009, respectively, arising from
additions to PP&E as well as the dismantling cost provisions recognised during these years.

(21) PENSION PLANS AND OTHER PERSONNEL OBLIGATIONS

a) Defined contribution pension plans

Repsol YPF has defined contribution plans for certain employees in Spain, which conform to
current legislation. The main features of these plans are as follows:

i. They are mixed plans to cover retirement, disability and death of the participants.

ii. The sponsor (Repsol YPF) undertakes to make monthly contributions of certain
percentages of serving employees' salaries to external pension funds.

YPF and other subsidiaries outside Spain also have a defined contribution pension plan for their
employees and directors of its main companies, in which the company contributes basically the
same amount as the participant up to a stipulated ceiling.

Also, the Gas Natural Group has defined contribution pension plans for certain employees.

In relation to these pension plans, the annual cost charged to “Personnel expenses” in the
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b)

Consolidated Income Statements amounted to € 45 million and € 42 million in 2009 and 2008,
respectively.

Executives of the Repsol Group in Spain are beneficiaries of an executive pension plan that
complements the standard pension plan denominated “Plan de prevision de Directivos” which
covers the participant retirement, disability and death. Repsol YPF makes defined contributions
based on a percentage of participants’ salaries. The plan guarantees a fixed return equivalent to
125% of the prior year national consumer price index. The plan is instrumented through collective
insurances that covers pension obligations, subscribed with an insurance entity. Premiums paid
under these policies finance and externalise the Group’s commitments in respect of ordinary
contributions, as well as the fixed return mentioned above. The officer (or his/her beneficiaries)
becomes entitled to receive the plan benefits in the event of retirement, death or total permanent
disability, and under certain other circumstances defined in the plan rules. The cost of this plan
recognised under “Personnel expenses” in the 2009 consolidated income statement was € 3 million
(2008: 6 million).

Defined benefit pension plans

Repsol YPF, primarily through Gas Natural, REFAP and a YPF subsidiary, has arranged defined
benefit pension plans for certain employee groups in Spain, Brazil, Colombia and the United States,
among other countries. The breakdown of the provisions recognised in connection with these plans
is as follows:

2009 2008
Spain (Note b.1) 117 13
Colombia (Note b.2) 67
Brazil (Note b.3) 21 9
United States (Note b.4) 20 27
Other 18 17
Total (1) 243 66

(1) The fluctuation primarily reflects the consolidation of the defined benefit plans of the Unién Fenosa group as
a consequence of the business combination with Gas Natural (see Note 30).

b.1) At December 31, 2009 and 2008, the Group maintained, through Gas Natural, the following

commitments for certain employee groups in Spain:

- Pensioners (retirees, disabled employees, widows and orphans).
- Retirement and life insurance cover for certain employee groups.
- Early retirement plans.

- Gas bill discounts for active and retired personnel.

- Sanitary assistance and other benefits

In addition, the acquisition of Unidn Fenosa by Gas Natural has resulted in the consolidation
of the following commitments related to certain groups of employees of several Unién
Fenosa investees in Spain:

- Pension commitments: employees that retired prior to November 2002 and a
residual portion of active employees are entitled to defined benefit pension
supplements.

- Commitments with employees opting for early retirement until the ordinary
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b.2)

b.3)

b.4)

retirement age.

- Salary supplements and social security contributions for a group of early retirees
until ordinary retirement age.

- Electricity for active and retired personnel.

- Healthcare insurance.

In addition, the acquisition of Unién Fenosa by Gas Natural has resulted in the consolidation
of the following commitments to certain groups of employees in Colombia:

- Pension commitments to retired employees.
- Electricity for active and retired personnel.
- Healthcare insurance and other post-retirement benefits.

At December 31, 2009, Repsol YPF maintained, through its interest in Gas Natural, the
following commitments for certain employee groups in Brazil:

- Apost-employment defined benefit plan providing cover for retirement, workplace
death, disability pensions, and general amounts.

- Post-employment healthcare insurance.

- Other post-employment defined benefit plans guaranteeing temporary pensions,
life insurance and general amounts depending on years of service.

In addition, Repsol YPF, through its Brazilian investee REFAP, has defined benefit pension
plans that supplement social security and healthcare coverage for certain groups of
employees of this company.

An YPF subsidiary grants pension plans, medical insurance plans, life insurance and other
employee benefits and benefits for health and risk of death.

Full-time employees of that said company had non-contributory pension plans managed by
third parties for its full-time employees until March 20, 2008, date in which this subsidiary
entered into a number of agreements with Prudential Insurance Company to cancel the
obligations assumed in connection with two of the non-contributory pension plans, paying a
premium of 115 million dollars (€ 83 million)

At December 31, 2009, the company maintains a non-contributory pension plan which has
not been cancelled, for executives, key management personnel, as well as former employees,
who worked at some of its investees. Additionally, this company provides medical insurance
benefits, life insurance benefits and other employee benefits to certain of its employees who
retire early; the company also pays benefits for health and risk of death to disabled
employees and benefits for risk of death to retired executives.

Additionally, a subsidiary of USA Holdings, Inc., grants medical service benefits, life
insurance and other welfare benefits to some of its retired employees.

The breakdown of provisions for pension and other similar commitments recognised in the

accompanying consolidated balance sheet by country, and the changes in the fair value of the
plan assets, is as follows:

94



2009 2008

Present value of plan

commitments: Spain  Colombia  Brazil UsS Spain Colombia  Brazil uUs
At January, 1 60 - 26 27 56 - 32 36
Changes to consolidation scope 312 74 - - - - - -
Annual service cost 5 - 1 - - - - -
Interest expense 14 6 7 2 3 - 3 2
Actuarial gains and losses (4) 3 ™ (6) 4 - (6) (13)
Benefits paid (24) (6) ®) @) (4 - - @)
Transfers and cancellations @) ™ 30 - 1 - 2 3
Currency translation differences - 3 19 1) - - (5) 2
At December 31 361 67 73 20 60 - 26 27
Fair value of plan assets

At January, 1 47 - 17 - 48 - 16 1
Changes to consolidation scope 205 - - - - - - -
Expected return 9 - 5 - 2 - 2 -
Contributions 3 - 2 4 1 - 1 4
Actuarial gains and losses 3) - 3 - 2 - 2 -
Benefits paid (15) - @) 4) (4 - - (4)
Other movements ) 18 ) 1) 1)
Currency translation differences - - 9 - - - 3) -
At December 31 244 - 52 - 47 - 17 -
Provision for pensions and

similar commitments 117 67 21 20 13 - 9 27

The amounts recognised in the consolidated income statement for all the above-listed
pension plans are the following:

2009 2008
Spain  Colombia Brazil us Spain  Colombia  Brazil Us
Annual service cost 5 - - - - - - -
Interest expense 14 6 5 2 3 - 3 2
Cancellations - - - - - - - (6)
Expected return on plan assets (10) - Q) - ) - ) -
Income statement charge 9 6 2 2 1 - 1 (4)

In 2009, the accumulated balance of actuarial gains and losses, net of tax, recognised directly
in equity was € 12 million (positive).

The pension plans outlined above are primarily invested in bonds, and to a lesser extent,
other securities and real estate assets.

The actual return on plan assets held through Gas Natural in 2009, corresponding principally
to Spanish plans, was € 9 million (2008: € 2 million).
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The actuarial assumptions used were the following:

2009 2008
Spain Colombia Brazil uUs Spain  Colombia  Brazil uUs

Discount rate (1) 2.3% - 5% 8.40% 10.80%-7.7% 5.54%-6.11%  5.00% - 10.80%-7.7%  6.06% - 6.19%

Expected return o £0 0 10.80% - o ) 10.80% -
on plan assets (1) 2.3% - 5% 8.40% 6.10% N/A~ 5.00% 6.10% N/A

Assumed salary 3.00% 3.00%  6.50% - 2.24% N/A  3.00% - 6.50% - 2.24% N/A
growth (1)

Assumed pension 2.50% 3.00% 0.00% N/A  2.50% ; 0.00% N/A
growth (1)

Inflation rate (1) 2.50% 3.00% 4.50% - 4% N/A  2.30% - 4.50% - 4% N/A

. PERMF AT-83/AT PERMF AT-83/AT

Mortality table 2000 1SS 1980/89 2000 2000 - 2000

(1) Annual
c) Medium and long-term incentive plans

The company has implemented a loyalty building program aimed at senior executives and other
persons occupying positions of responsibility in the Group, consisting of medium/long-term incentives
as part of their benefit package. The purpose of this program is to strengthen the identification of
executives and managers with shareholders' interests, based on the company’s medium and long-term
earnings sustainability as well as the compliance with the strategic business plan targets, while at the
same time facilitating the retention by the Group of key personnel.

The President of the Company is not a recipient of the incentives available to date, although in his
current compensation package, the level of success of each program at expiration serves as reference to
determine the multi-annual compensation corresponding to each period, which is credited in the
following period.

At the end of the period there are in force the incentive plans 2006-2009, 2007-2010, 2008-2011 and
2009-2012, although it is important to point out that the first of these plans (2006-2009) has been
closed, in accordance to its provisions, at December 31, 2009 and its recipients shall receive any
corresponding variable retribution in the first quarter of 2010.

The four plans of this type in force (2006-2009, 2007-2010, 2008-2011 and 2009-2012 incentive
plans), are independent of each other but their main characteristics are the same. All four are specific
multi-annual remuneration plans covering the stated years. Each plan is tied to the Group attaining a
series of strategic objectives. Fulfilment of the respective objectives entitles the beneficiaries of each
plan to receive an amount of variable remuneration at medium term in the first quarter of the year
following the last year of the plan. However, in each case, receipt of this incentive payment is tied to
the beneficiary remaining in the Group's employ until December 31 of the last year of the plan, except
in the special cases envisaged in the terms and conditions of the related plan.

In all cases, the pluri-annual incentive payment, if received, will consist of an amount determined at
the time the incentive is granted, to which a first variable coefficient will be applied on the basis of the
extent to which the objectives set are achieved, which will be multiplied by a second variable
coefficient, linked to an average annual beneficiary performance throughout the life of the plan.

None of these plans involves the delivery of shares or options and the incentive payments are not tied
to the value of Repsol YPF shares.
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To reflect the commitments assumed under these incentive plans, the Group recognised a charge of €
18 million in the 2009 consolidated income statement (2008: € 11 million). At December 31, 2009, the
provisions recognised in respect of commitments under these incentive plans totalled € 36 million
(2008: € 28 million).

(22) GRANTS AND OTHER NON-CURRENT LIABILITIES

The grants recognised in the consolidated balance sheet amount to € 124 million and € 108 million in
2009 and 2008, respectively, and correspond mainly to grants related to assets for the construction of
gas infrastructure (€ 108 million in 2009 and € 87 million in 2008).

The consolidated income statement includes income of € 13 million in both 2009 and 2008
corresponding to the grant amounts transfer to income. Additionally, operating grants recognised
directly in the income statement amounted to € 3 million and € 5 million in 2009 and 2008,
respectively.

The heading “Other non-current liabilities” includes the items listed below:

Millions of euros

2009 2008
Obligations under finance leases (see Note 23) 1,919 721
Guarantees and deposits 284 241
Other deferred income 131 140
Other 338 349
2,672 1,451

The heading of “Guarantees and Deposits” includes the deposits collected by Repsol Butano, S.A.
from users of gas bottles in accordance with the applicable legal regulations. These amounts are
refundable when the corresponding contracts are cancelled.

(23) OBLIGATIONS UNDER FINANCE LEASES

The detail of the amounts payable under finance leases at December 31, 2009 and 2008 is as follows:
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Present Value of Minimum

Lease Payments Lease Payments
2009 2008 2009 2008
Within one year 219 66 172 31
Between two and five years 830 292 553 145
After five years 3,696 1,003 1,366 576
4,745 1,361 2,001 752
Less:
Future finance costs (2,654) (609)
2,091 752
Recognised as:
Non-current obligations under finance leases 1,919 721
Current obligations under finance leases 172 31
2,091 752

On May 15, 2006 the Group signed an agreement with Emera Brunswick Pipeline Company, Ltd. for
the transportation of natural gas through a pipeline that connects the Canaport plant with the US border.
The agreement has an initial term of 25 years (renewable for up to an additional 30 years). On the
effective start date, July 2009, the agreement was recognised as a finance lease, giving rise to a liability
which amounted to US$513 million at December 31, 2009 (€ 356 million).

In addition, on April 21, 2006 the Group signed an agreement with Maritimes & North East Pipeline
for the transportation of Canadian natural gas from the Canadian border to Dracut for an initial term of
25 years (renewable for up to an additional 30 years). The agreement was recognised as a finance lease
on the effective start date, March 2009. The corresponding liability recognised at year end 2009
amounted to US$1,312 million (€ 911 million).

On February 1, 2007, the Group signed an agreement with Atlantic Reyser for the preferential use of
three tug boats at Saint John New Brunswick port in Canada for a 20 year term (renewable for 5 more
years). This contract was recognised as a finance lease in December 2008. The corresponding liability
recognised at year end 2009 amounted to US$27 million (€ 19 million).

In 2009 Repsol YPF (50%) and Gas Natural (50%) jointly acquired a 138,000m® tanker under a 20-
year time-charter arrangement. The agreement can be extended for consecutive 5-year periods and
represents a combined investment of € 164 million, a figure which corresponds to the present value of
instalment commitments. The amount recognised on the Group’s consolidated balance sheet at year
end 2009 was € 105 million.

Finance leases also include other methane tankers for the transport of LNG, which mature between
2022 and 2032, in the amount of € 673 million at December 31, 2009 and € 659 million at December
31, 2008.

(24) TRADE PAYABLES AND OTHER PAYABLES

In 2009 and 2008 Repsol YPF had the following accounts payable classified under "Trade payables
and other payables":
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Millons of euros

2009 2008

Trade payables 3,491 3,174

Obligations under finance leases (Note 23) 172 31

Tax Payables 909 847

Hedged items and derivatives on trading transactions

at fair value 42 23

Other 3,004 4,123
Other payables 4,127 5,024
Income tax liabilities 409 290
Total 8,027 8,488

The fair value of these current items does not differ significantly from their carrying amount.

(25) TAX MATTERS

Income tax

In view of the geographical dispersion and markedly international nature of the business activities
carried on by the companies comprising the Repsol YPF Group, the Group is subject to various
different tax and income tax jurisdictions.

a) In Spain

Most of the entities resident in Spain pay income tax under the special consolidation regime. Under
this regime, the companies in the Consolidated Tax Group jointly determine the Group’s taxable
profit and tax charge, which is allocated among the companies in the Tax Group in accordance with
the criteria established by the Spanish Accounting and Audit Institute (ICAC) for the recognition
and determination of the individual tax charge.

Repsol YPF, S.A. is the parent of Consolidated Tax Group 6/80, which includes all the companies
resident in Spain that are directly or indirectly at least 75% owned by the parent and that meet
certain requirements. This Group consisted of 48 companies in 2009, of which the main companies
in terms of volume of business were as follows: Repsol YPF, S.A., Repsol Petréleo, S.A., Repsol
YPF Trading y Transporte, S.A., Repsol Quimica, S.A., Repsol Butano, S.A., Repsol Exploracion,
S.A. and Repsol Comercial de Productos Petroliferos, S.A.

Petrdleos del Norte, S.A.(“Petronor”) is the parent of Consolidated Tax Group 02/01/B, which
includes another two companies that paid income taxes under the Vizcaya Corporation Tax
regulations.

Additionally, the consolidated financial statements include, through proportional consolidation, all
the corporation tax items of the Gas Natural Group. This Group is also taxed for corporation tax
purposes under the special consolidated tax regime in Consolidated Tax Group 59/93, of which Gas
Natural SDG, S.A. is the parent. The main companies of this Tax Group, in terms of volume of
business, were as follows: Gas Natural SDG, S.A., Gas Natural Castilla Léon, S.A., Gas Natural
Distribucion SDG, S.A, Gas Comercial Comercializadora, S.A., Gas Natural Aprovisionamientos,
S.A. and Union Fenosa Distribucion, S.A.
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b)

c)

Lastly, the other companies resident in Spain and not included in either of the aforementioned Tax
Groups file individual corporation tax returns.

The Spanish companies, whether they pay tax on an individual or consolidated basis, apply the
standard rate of 30%, with the exception of Repsol Investigaciones Petroliferas, S.A., which is
taxed individually at a rate of 35% under the Special Oil and Gas Regime, and the Petronor Group,
which pays tax at 28% under the Vizcaya Corporation Tax regulations.

In Argentina
The Group companies resident in Argentina file individual tax returns at a rate of 35%.

Additionally, they calculate the minimum presumed income tax by applying the current tax rate of
1% of the computable assets at the balance sheet date, which may supplement the regular income
tax. The tax obligation for each year will coincide with the higher of the two taxes. However, if the
minimum presumed income tax exceeds the regular income tax, this excess can be computed as a
prepayment of the amount by which the regular income tax exceeds the minimum presumed income
tax in the following ten years.

In the other countries

The other Group companies are taxed in each of the countries in which they operate by applying the
prevailing income tax rate to their profit or loss for the year. In addition, minimum presumed
income taxes supplementing the regular income tax are recognised in certain countries.

On the other side, the Group companies resident in Spain and Argentina that carry on a portion of
their business activities in other countries are subject to the income tax in force in those countries
on the portion of their profit or loss obtained there. This is the case of the branches of the Spanish
companies that carry on oil and gas exploration and production activities in other companies (such
as Libya, Algeria, Peru or Ecuador).

The (nominal) income tax rates applicable in the main jurisdictions where the Group operates are as
follows:

- Libya: 65%

- Algeria: 38% plus the Tax on Extraordinary Income (TPE)
- Trinidad and Tobago: 35% (gas), 55% and 57.25% (oil)
- United States: 35%

- Brazil: 34%

- Ecuador: 25%

- Peru: 30%

- Bolivia: 25%

- Venezuela: 34% (gas) y 50% (oil)

- The Netherlands: 25.5%

- Portugal: 26.5%
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Income tax expense for accounting purposes

The detail of the income tax expense for accounting purposes in 2009 and 2008, calculated on the basis
of the criteria indicated in Note 4, is as follows:

Millions of euros

2009
Spanish Argentine Other
Companies Companies Companies TOTAL

Accounting profit before tax 1,173 1,001 602 2,776
Adjustment to accounting profit:

Non-temporary differences 1,179 () 211 (143) 1,247
Temporary differences (112) (25) (348) (485)
Taxable profit 2,240 1,187 111 @ 3,538
Tax charge 675 415 295 1,385
Tax credits (618) - - (618)
Current tax payable 57 415 295 767
Ajustments to current tax and foreign 352 58 (6) 404

taxes

Total current income tax expense 409 473 289 1,171
Deferred tax for the year 23 10 95 128
Other adjustments to the income tax expense 4) (5) (160) (169)
Total deferred tax expense 19 5 (65) (41)
Total income tax expense 428 478 224 1,130

(1) Corresponds primarily to dividends received from other Group companies that are included as taxable profit for Spanish
income tax purposes.
(2) This reflects the net of taxable profits and tax loss in various tax jurisdictions.
Millions of euros

2008
Spanish Argentine Other
Companies Companies Companies TOTAL

Accounting profit before tax 2,554 1,239 682 4,475
Adjustment to accounting profit:

Non-temporary differences 1,600 280 7 1,887
Temporary differences (829) (45) 159 (715)
Taxable profit 3,325 1,474 848 5,647
Tax charge 994 516 476 1,986
Tax credits (996) - - (996)
Current tax payable ) 516 476 990
Ajustments to current tax and foreign 751 10 128 889

taxes

Total current income tax expense 749 526 604 1,879
Deferred tax for the year (89) 39 (23) (73)
Other adjustments to the income tax expense 209 (23) (132) 54
Total deferred tax expense 120 16 (155) (19)
Total income tax expense 869 542 449 1,860
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The detail of the deferred tax assets and liabilities recognised in the consolidated balance sheet is as
follows:

Millions of euros

2009 2008 Variacion
Deferred tax assets:
Provisions for doubtful accounts 60 37 23
Provisions for staff costs 114 44 70
Provision for contingencies 169 167 2
Other provisions 271 329 (58)
Tax assets 780 550 230
Other deferred tax assets 627 403 224
2,021 1,530 491
Deferred tax liabilities:
Tax incentives (11) (49) 38
Deferred gains (44) (61) 17
Difference in amortisation/depreciation (932) (679) (253)
Functional currency (683) (704) 21
Goodwill acquired in business
combinations
allocated to assets (1) (1,324) (788) (536)
Other deferred tax liabilities (401) (278) (123)
(3,395) (2,559) (836)

(1) In 2009 the Group recognised a deferred tax liability of € 631 million to reflect the tax effect in connection with
business combination of Gas Natural’s with Union Fenosa.

The accumulated balance of deferred taxes in relation to items charged directly to equity in 2009
was € 11 million.

The Group did not recognised deferred tax assets in the amount of € 489 million and € 415 million
in 2009 and 2008, respectively, corresponding mainly to tax losses carried forward and unused
deductions, as these did not fulfill the criteria for registration in accordance with IFRS.

The Group has not recorded deferred tax liabilities in the amount of € 115 million and € 91 million,
in 2009 and 2008, respectively, as it corresponds to taxable temporary differences related to
investments in subsidiaries, branches and associated companies that meet the requirements
established in IFRS to apply the recognition exception.

Other tax-related disclosures

Deductions taken in 2009 amount to € 618 million, arising mainly from the mechanics to avoid double
taxation, both domestically and internationally, and to a lesser degree, from investments made.

Judicial and administrative decisions have been taken both in this period and in previous periods,
leading to tax consequences contrary to the Group's expectations.

Repsol YPF considers that it has acted lawfully in these matters at all times and that its actions are
based on reasonable interpretations of the applicable legislation and, therefore, it has filed the
appropriate appeals to defend its interests and those of its shareholders.

However, in view of the uncertainty concerning the materialisation of the existing tax contingencies, at
year end the Group had recognised provisions under “Other Provisions” (see Note 20) that were
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considered adequate to cover those tax contingencies. The amount recorded in the balance sheet at
December 31, 2009 and 2008 for this item amounted to € 473 million and € 520 million respectively.
Such provision relates to the vast number of actions, none of which, individually, represents a
significant percentage of such provision.

(26) JOINT VENTURES

The main joint ventures owned by the Group at December 31, 2009 in the detailed Appendix | are the

following:
% of
Companny ownership

Alberto Pasqualini REFAP, S.A. 30.00%
Atlantic LNG 2/3 Company of Trinidad & Tobago 25.00%
Bahia de Bizkaia Electricidad, S.L. 25.00%
Bahia de Bizkaia Gas, S.L. 25.00%
BPRY Caribbean Ventures LLC 30.00%
Compafiia Mega 38.00%
Empresas Lipigas, S.A. 45.00%
YPFB Andina, S.A. (formerly named Empresa Petrolera

Andina) 48.92%
Grupo Gas Natural SDG, S.A. 30.01%
Petroquiriquire, S.A. 40.00%
Pluspetrol Energy, S.A. 45.00%
Profertil, S.A. 50.00%
Quiriquire Gas, S.A. 60.00%
Refineria del Norte, S.A. (Refinor) 50.00%
Repsol Gas Natural LNG, S.L. 50.00%
Repsol Occidental Corporation 25.00%

The detail of the consolidated amounts included under the main headings in the consolidated financial
statements as a result of the proportionate consolidation of the joint ventures at December 31, 2009 and
2008, is as follows:

Millions of euros

2009 ¥ 2008
Current Assets................... 3,423 2,615
Non-Current Assets............ 13,435 6,471
Current Liabilities 3,424 2,773
Non-Current Liabilities........ 8,983 3,436
INCOME....coiiiieicee e, 8,433 9,181
EXPENSES ..o (7,572) (8,361)

(1) The significant fluctuation between 2008 and 2009 primarily reflects the acquisition of Unidn Fenosa by the Gas Natural
Group (which is in turn consolidated in the accompanying consolidated financial statements using the proportionate
consolidation method) (see Note 30).
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Additionally, at December 31, 2009 the Group had interests in the jointly controlled assets and
operations indicated in Appendix Il, as a result of which it obtains income and incurs expenses on the
basis of its percentage of ownership.

(27) OPERATING REVENUE AND EXPENSES

The detail of income and expenses from operations in the periods 2009 and 2008 is as follows:

Millions of Euros

Revenue 2009 2008
Sales (1) 45,827 58,475
Services rendered and other income 1,450 1,893
Change in inventories of finished goods and 94 (274)
work in progress inventories
Income from reversal of impairment losses (2) 193 57
Gains on disposal of non-current assets (3) 178 126
Allocation of subsidies on non-financial assets and other
subsidies 16 18
Other operating income 1,274 1,416
49,032 61,711
Expenses
Procurements (1) (31,903) (40,589)
Changes in inventories 470 (806)
Personnel expenses (2,087) (2,023)
Taxes other than income tax (1,963) (2,690)
Outside services (4) (4,717) (5,245)
Transport and freight costs (976) (1,200)
Depreciation and amortisation charge (4) (3,620) (3,115)
Impairment losses recognised (2) (119) (107)
Losses on disposal of non-current assets (26) (28)
Other operating expense (847) (888)
(45,788) (56,691)

(1) Includes special taxes and other similar nature, levied on the production and/or sale of oil and gas products and
that amounted to of € 6,893 million in 2009 (2008: € 6,881 million).

(2) See Note 10.

(3) This heading includes a gain of € 49 million arising from the sale of the Repsol YPF, S.A offices located on
Paseo de la Castellana in Madrid (see Note 31).

(4) Exploration costs amounting to € 466 million in 2009 (€ 571 million in 2008) were registered as “depreciation
and amortisation charge” and “Outside services”.
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(28)

(29)

FINANCE INCOME AND EXPENSES

The detail of the finance income and expenses recognised in 2009 and 2008 is as follows:

Millions of euros

2009 2008

Interest income 141 227
Borrowing costs (751) (655)
Net interest expense (including preference shares) (610) (428)
Due to interest rate 34 (55)

Change in fair value of financial instruments 34 (55)
Due to exchange rate 306 86

Change in fair value of financial instruments 158 33

Exchange differences 148 53
Net gains / (losses) from financial instruments exposure (1) 340 31
Impact of discounting provisions to present value (186) (144)
Capitalised interest (2) 122 67
Leases (141) (54)
Impairment and gains (losses) on disposal of financial instruments 31 0
Other income 32 3
Other expenses (56) (19)
Other financial expenses (134) (70)
FINANCIAL RESULT (468) (544)

(1) This heading includes exchange gains and losses generated by the measurement and settlement of foreign-currency
monetary items (see Note 4.3) as well as the gains and losses recognised as a result of the measurement and settlement of
derivatives (primarily derivatives that do not qualify for hedge accountin