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Report of the Independent Registered Public Accounting Firm 
 
To the Shareholdersô and the Board of Directors of 
Grupo Financiero Galicia S.A. 
 
We have audited the accompanying consolidated balance sheets of Grupo Financiero Galicia S.A. and its 
subsidiaries (together "the Group") as of December 31, 2006 and 2005, and the related consolidated 
statements of operations, of changes in shareholdersô equity and of cash flows for each of the three years 
in the period ended December 31, 2006. These financial statements are the responsibility of the 
Companyôs management. Our responsibility is to express an opinion on these consolidated financial 
statements based on our audits. 
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight 
Board (United States) and the auditing standards generally accepted in Argentina and performed the 
auditing procedures required by the Banco Central de la Republica Argentina (the "BCRA"). Those 
standards require that we plan and perform the audit to obtain reasonable assurance as to whether the 
financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable 
basis for our opinion. 
 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of Grupo Financiero Galicia S.A. and its subsidiaries at December 31, 2006 
and 2005, and the results of their operations and their cash flows for each of the three years in the period 
ended December 31, 2006, in conformity with accounting rules prescribed by the BCRA. 
 
As described in Note 38 and 39, respectively, accounting rules prescribed by the BCRA differ in certain 
respects from, and is a comprehensive basis of accounting other than, accounting principles generally 
accepted in Argentina for enterprises in general and accounting principles generally accepted in the 
United States of America (ñUS GAAPò). Information relating to the nature and effect of the differences 
between accounting rules prescribed by the BCRA and US GAAP is presented in Note 39.  
 
 
 
 
Price Waterhouse & Co. S.R.L.  
Santiago J. Mignone 
Partner 
 
Buenos Aires, Argentina 
February 14, 2007, except for notes 31, 37 and 39 as to which the date is June 25, 2007. 
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   December 31, 

  2006  2005 

ASSETS       
A.  Cash and due from banks       

Cash .....................................................................................................    550,851   552,495 
Banks and correspondents ...................................................................    1,743,998   488,663 

  Ps. 2,294,849  Ps. 1,041,158 
B.  Government and corporate securities        

Holdings of investment account securities.............................................    2,608,827   650,924 
Holdings of trading securities ................................................................    28,566   21,229 
Government securities without quotation ..............................................    431,753   4,591,071 
Securities issued by the Argentine Central Bank ...................................    119,520   704,467 
Investments in quoted corporate securities ...........................................    339   4,418 
Allowances ...........................................................................................    (357)   (353) 

  Ps. 3,188,648  Ps. 5,971,756 
C.  Loans        

To the non-financial public sector ..........................................................    2,739,282   5,235,869 
To the financial sector ...........................................................................    311,623   128,203 
To the non-financial private sector and residents abroad   7,790,689   5,619,015 
  Overdrafts ...........................................................................................    346,135   222,779 
  Promissory notes ................................................................................    2,143,706   1,836,887 
  Mortgage loans ...................................................................................    687,954   503,397 
  Pledge loans .......................................................................................    67,145   121,095 
  Consumer loans..................................................................................    563,232   258,015 
  Credit card loans .................................................................................    2,458,572   1,732,114 
  Other ..................................................................................................    1,403,209   812,587 

        Accrued Interest, adjustments and quotation differences receivable.....   154,960   146,839 
        Documented interest ...........................................................................    (33,651)   (14,684) 
        Unallocated collectionséééééééééééééééééééé   (573)   (14) 
      Allowances ............................................................................................    (327,042)   (427,911) 

  Ps. 10,514,552  Ps. 10,555,176 
       
D.  Other receivables resulting from financial brokerage       

Argentine Central Bank .........................................................................    1,878,286   108,819 
Amounts receivable for spot and forward sales to be settled..................   91,441   264,170 
Securities receivable under spot and forward purchases to be settled ..    1,464,917   270,476 
Negotiable obligations without quotation ...............................................    26,721   41,403 
Balances from forward transactions without delivery of underlying  
asset to be settled ................................................................................                                                                                                                                                                                                  

  
30,964 

                      
709 

Compensation to be received from the national government ................    401,335   4,154,989 
Other ....................................................................................................    1,570,213   1,357,057 
Allowances ...........................................................................................    (21,896)   (35,242) 

  Ps. 5,441,981  Ps. 6,162,381 

 
 

The accompanying Notes are an integral part of these consolidated financial statements 
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   December 31, 

   2006  2005 

ASSETS (Continued)       
E. Assets under financial leases       
 Assets under financial leases.................................................................    208,603   193,697 
 Allowances ............................................................................................    (2,428)   (2,521) 

   Ps. 206,175  Ps. 191,176 
F. Equity investments        
 In financial institutions ............................................................................    3,057   3,088 
 Other  ..................................................................................................     77,385   113,336 
 Allowances ............................................................................................    (44,867)   (31,304) 

   Ps. 35,575  Ps. 85,120 
G. Miscellaneous receivables        
 Receivables for assets sold ...................................................................    15,118   85 
 Tax on minimum presumed income ï Tax credit  ...................................    218,884   170,989 
 Other .....................................................................................................    515,805   354,360 
 Accrued interest on receivables for assets sold .....................................    93   6 
 Other accrued interest and adjustments receivable ................................    82   65 
 Allowances ............................................................................................    (74,472)   (77,626) 

   Ps. 675,510  Ps. 447,879 
        
H. Bank premises and equipment ...............................................................   Ps. 490,290  Ps. 484,198 
        
I. Miscellaneous assets .............................................................................   Ps. 271,107  Ps. 199,152 
        
J. Intangible assets       
 Goodwill.................................................................................................    65,165   85,003 
 Organization and development expenses ..............................................    437,631   405,357 

   Ps. 502,796  Ps. 490,360 
        
K. Unallocated items ..................................................................................    4,381   1,678 
        
L. Other Assets ..........................................................................................    8,311   5,690 

                   Total Assets ........................................................................   Ps. 23,634,175  Ps. 25,635,724 

        
        

 
 

The accompanying Notes are an integral part of these consolidated financial statements 
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   December 31, 

   2006  2005 

 LIABILITIES AND SHAREHOLDERS' EQUITY       

M. Deposits       
 Non-financial public sector ...........................................................................  Ps. 63,922  Ps. 90,341 
 Financial sector ...........................................................................................   154,303   6,201 
 Non-financial private sector and residents abroad ........................................   10,561,144   8,325,118 
   Current accounts .......................................................................................   1,982,765   1,639,766 
   Saving accounts ........................................................................................   2,442,946   2,211,436 
   Time deposits ............................................................................................   5,789,299   4,186,018 
   Investment accounts ..................................................................................   4,031   158 
   Other .........................................................................................................   211,176   192,584 
   Accrued interest and quotation differences payable  ..................................   130,927   95,156 

   Ps. 10,779,369  Ps. 8,421,660 
        

N. Other liabilities resulting from financial brokerage       

 Argentine Central Bank   3,025,977   8,611,909 

     Other .......................................................................................................    3,025,977   8,611,909 

 Banks and international entities ...................................................................   844,263   762,055 

 Unsubordinated negotiable obligations ........................................................   2,809,416   3,052,434 

 Amounts payable for spot and forward purchases to be settled ...................   1,046,181   222,729 

 Securities to be delivered under spot and forward sales to be settled ..........   91,329   266,071 

 Loans from domestic financial institutions ....................................................    281,055   220,422 

Balances from forward transactions without delivery of underlying  
asset to be settled  ...................................................................................                                                                                                                                                                                                    

  

31,635 

  

418 

 Other   ........................................................................................................   1,566,706   1,152,433 

 Accrued interest and quotation differences payable .....................................    128,391   125,242 

   Ps. 9,824,953  Ps. 14,413,713 

O. Miscellaneous liabilities       

 Directors' and Syndics' fees .........................................................................   3,255   3,438 

 Other ...........................................................................................................   219,002   265,301 

 Adjustments and accrued interest payable ...................................................   838   1 

   Ps. 223,095  Ps. 268,740 

        

P. Provisions ....................................................................................................   182,927   254,351 

Q. Subordinated negotiable obligations ............................................................   777,617   431,024 

R. Unallocated items ........................................................................................   5,734   3,915 

S. Other Liabilities ............................................................................................   64,827   70,046 

T. Minority interests .........................................................................................   167,185   145,499 

                  Total Liabilities ..........................................................................  Ps. 22,025,707  Ps. 24,008,948 
        

 SHAREHOLDERS' EQUITY  .......................................................................   1,608,468   1,626,776 

         Total Liabilities and Shareholders' Equity........................................  Ps. 23,634,175  Ps. 25,635,724 

 
 

The accompanying Notes are an integral part of these consolidated financial statements 
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   December 31,  

   2006  2005  2004  

A. Financial income           
 Interest on cash and due from banks ..........................................................   Ps. 874  Ps. 68  Ps. 44  
 Interest on loans granted to the financial sector ..........................................    2,869   2,823   5,189  
 Interest on overdrafts ..................................................................................    69,670   39,957   28,254  
 Interest on promissory notes .......................................................................    200,564   119,017   97,544  
 Interest on mortgage loans ..........................................................................    69,967   74,052   67,935  
 Interest on pledge loans ..............................................................................    12,146   10,806   6,706  
 Interest on credit card loans ........................................................................    281,116   222,657   163,054  
 Interest on other loans.................................................................................    105,813   35,705   26,050  
 Interest on other receivables resulting from financial brokerage ..................    171,878   165,895   90,017  
 Net income from government and corporate securities .............................. ..   261,229   333,107   -  
 Net income from secured loans ï Decree No. 1387/01................................    194,777   203,487   186,038  
 Consumer price index adjustment  (CER / CVS).....................................   730,074   1,091,832   588,653  
 Other ...........................................................................................................    148,860   99,226   132,101  

   Ps. 2,249,837  Ps. 2,398,632  Ps. 1,391,585  
            
B. Financial expenses           
 Interest on current account deposits ............................................................    21,043   15,301   4,858  
 Interest on savings account deposits ...........................................................    4,105   4,557   4,124  
 Interest on time deposits .............................................................................    313,036   142,051   90,511  
 Interest on financing from the financial sector ..............................................    5,527   4,581   6,146  
 Interest on other liabilities resulting from financial brokerage .............. ....   326,462   269,276   172,558  
 Other interest  .............................................................................................    275,509   334,398   323,245  
 Net loss from government and corporate securities ................................... ..   -   -   7,027  
 Consumer price index adjustment ...............................................................    697,694   1,006,752   501,831  
 Other ...........................................................................................................    228,237   69,013   57,144  

   Ps. 1,871,613  Ps. 1,845,929  Ps. 1,167,444  
            
 
C. 

 
Gross brokerage margin ..............................................................................  

  
378,224 

  
552,703 

  
224,141  

            
  Loan loss provisions  ...................................................................................    110,869   76,730   190,232  
             
D. Income from services           
 In relation to lending transactions ................................................................    247,501   185,825   157,084  
 In relation to borrowing transactions ............................................................    220,543   175,907   140,375  
 Other commissions .....................................................................................    17,056   14,898   8,035  
 Other ...........................................................................................................    367,993   269,106   223,558  

    Ps. 853,093  Ps. 645,736  Ps. 529,052  
             
E. Expenses for services           
 Commissions ..............................................................................................    80,801   53,906   40,899  
 Other ...........................................................................................................    100,291   68,065   51,860  

   Ps. 181,092  Ps. 121,971  Ps. 92,759  

 
 

The accompanying Notes are an integral part of these consolidated financial statements 
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  December 31,  
  2006  2005  2004  
           
           

F. Administrative expenses          
 Personnel expenses ............................................................................   506,632   392,308   296,733  
 Directors' and syndics' fees .................................................................   5,989   5,793   4,040  
 Other fees ............................................................................................   36,148   32,314   19,808  
 Advertising and publicity ......................................................................   84,507   68,132   37,796  
 Taxes ..................................................................................................   50,469   37,349   40,872  
 Other operating expenses ....................................................................   217,016   187,223   179,983  
 Other ...................................................................................................   73,803   57,849   44,708  
  Ps. 974,564  Ps. 780,968  Ps. 623,940  
           
           
 Net Income / (Loss) from financial brokerage ...............................................  Ps. (35,208)  Ps. 218,770  Ps. (153,738)  
           

G. Minority interests result ................................................................................  Ps. (19,016)  Ps. (34,609)  Ps. (14,302)  
           

H. Miscellaneous income          
 Net lncome from equity investments ...................................................................   -   6,662   2,990  
 Default interests .....................................................................................................   1,062   835   895  

 Loans recovered and allowances reversed ........................................................   142,885   163,608   366,645  
 Other ........................................................................................................................   151,176   111,061   134,348  
 Consumer price index adjustment (CER) .....................................................   105   7,341   9,728  
  Ps. 295,228  Ps. 289,507  Ps. 514,606  

I. Miscellaneous losses          
 Net loss on long-term investments ......................................................................   14,362   -   -  
 Default interests and charges in favor of the Argentine Central Bank ............     571   16   19  
 Loan loss provisions for miscellaneous receivables and other 

provisions ................................................................................................................   62,424   99,754   134,135  
 Amortization of differences arising from court resolutions ................................   -   122,279   121,010  
 Other ........................................................................................................................   88,323   124,538   157,119  
 Consumer price index adjustment ................................................................   -   541   336  
  Ps. 165,680  Ps. 347,128  Ps. 412,619  
           
           
 Net Income / (Loss) before tax .....................................................................   75,324   126,540   (66,053)  
           

J. Income tax ...........................................................................................  Ps. 94,238  Ps. 19,302  Ps. 43,818  
           
 Net Income / (Loss) for the fiscal year ..........................................................  Ps. (18,914)  Ps. 107,238  Ps. (109,871)  

           
 Net Income / (Loss) per common share (basic and assuming full 

dilution)  ..........................................................................................................           
 

(0.015)   0.086   (0.093) 
 

           

 
 

The accompanying Notes are an integral part of these consolidated financial statements 
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December 31, 

 

   2006  2005  2004  

 Cash Flow from operating activities:           

 Net Income / (Loss) for the year ..................................................................   Ps. (18,914)  Ps. 107,238  Ps. (109,871)  

 
Adjustments to reconcile net income to net cash from  
Operating activities: 

 
 

     
  

 

 
Depreciation of bank premises and equipment and 
Miscellaneous assets ..................................................................................  

 
 37,550   36,962   41,567 

 

 Amortization of intangible assets .................................................................    55,382   182,713   193,744  

 Increase in allowances for loan and other losses, net of reversals...............     80,863   48,209   69,132  

 Equity (gain) loss of unconsolidated subsidiaries ........................................    14,362   (6,662)   (3,580)  

 (Gain) loss on sale of premises and equipment ...........................................    (1,261)   (1,355)   (391)  

 Gain on trouble debt restructuring ...............................................................    -   -   (141,610)  

 Consumer price index adjustment (CER/CVS)  ...........................................    891,866   (484,834)   (26,447)  

 Unrealized foreign exchange (loss) / gain ....................................................    (5,914)   (13,569)   13,940  

 Decrease (Increase) in government securities  ............................................    1,902,792   490,050   91,557  

 Decrease (Increase) in other assets ............................................................    1,071,275   476,928   (75,634)  

 Increase (Decrease) in other liabilities .........................................................    162,287   20,321   (273,297)  

 Net cash provided by / (used in) operating activities .............................  
 

Ps. 4,190,288  Ps. 856,001  Ps. (220,890) 
 

            

 Cash Flow from investing activities:           

 (Increase)/Decrease in loans, net  ...............................................................    297,601   (628,259)   (112,368)  

 Sales of investments in other companies ....................................................    13,774   -   -  

 Increase in deposits at the Argentine Central Bank .....................................    (1,769,467)   (30,356)   (8,617)  

 
Additions to bank premises and equipment, miscellaneous,  
and intangible assets ..................................................................................  

 
 (196,313)   (127,252)   (131,807) 

 

 Proceeds from sales of premises and equipment ........................................    13,838   18,350   12,599  

 Net cash used in investing activities .......................................................   Ps. (1,640,567)  Ps. (767,517)  Ps. (240,193) 
 

 
 Cash Flow from financing activities: 

 
        

 

 Cash dividends paid in minority interests.....................................................    (5,280)   -   -  

 Increase in deposits, net .............................................................................    1,894,251   1,696,266   1,415,052  

 Borrowings under credit facilities ï long-term ..............................................    418,018   179,181   -  

 Payments on credit facilities ï long-term .....................................................    (687,024)   (418,483)   (289,719)  

 Decrease in short-term borrowings, net .......................................................    (3,856,813)   (1,239,176)   (561,018)  

 (Decrease)/Increase in repurchase agreements ..........................................    934,408   (259,142)   261,654  

 Repayment of principal and interest on restructured debt ............................    -   -   (207,639)  

 Net cash (used in) / provided by financing activities ..............................   Ps. (1,302,440)  Ps. (41,354)  Ps. 618,330  

 
 

The accompanying Notes are an integral part of these consolidated financial statements 
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   December 31,  

   2006  2005  2004  

 Increase in cash and cash equivalents, net ............................................   Ps. 1,247,281  Ps. 47,130  Ps. 157,247  
 Cash and cash equivalents at the beginning of the year .......................    1,041,158   988,669   826,150  
 Effect of exchange rate changes on cash and cash equivalents ...........    6,410   5,359   5,272  

 Cash and cash equivalents at the end of the year ..................................   Ps. 2,294,849  Ps. 1,041,158  Ps. 988,669  
            
 Supplemental disclosures relative to cash flows:           
 Interest paid ................................................................................................   Ps. 734,756  Ps. 516,429  Ps. 509,901  
 Income tax paid...........................................................................................   Ps. 20,074  Ps. 44,625  Ps. 528  
 Minimum Presumed Income Tax .(*)........................................................  Ps. 30,031  Ps. 42,419  Ps. 24,886  

 
For the fiscal years ended December 31, 2006 and 2005, Ps. 2,704,302 and Ps. 582,192 for the 
compensation received and to be received from the national government and Ps. 1,932,331 and Ps. 
199,568 respectively of advance to be requested from the Argentine Central Bank for the subscription of 
the Hedge Bond, did not require the movement of cash. 
 
 
(*) The MPIT is calculated based on assets and can be credited against future income tax. 
 
 

The accompanying Notes are an integral part of these consolidated financial statements 
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Capital 
Stock 

Paid in 
 

Capital 

Inflation 
adjustments to 

Capital Stock and 
Paid in Capital 

Shares in 
own 

portfolio 
Profit reserves 

Legal             Other 

(Accumulated 
deficit) / Retained 

earnings 

Total 
Shareholders' 

Equity 

Balance at December 31, 
2003 Ps. 1,092,407 Ps.    79,251 Ps. 1,410,048                 - Ps. 29,493  Ps. - Ps. (1,191,816) Ps. 1,419,383 

Capital Increase  149,000 61,026  -                   -  -   -  -  210,026 
Net loss for the year  - -  -                   -  -   -  (109,871)  (109,871) 

Balance at December 31, 
2004 Ps. 1,241,407 Ps.  140,277 Ps. 1,410,048                 - Ps. 29,493  Ps. - Ps. (1,301,687) Ps. 1,519,538 

Absorption approved by the 
shareholdersô meeting on 
April 28,2005  - (140,277)  (1,131,917)                 -     (29,493)   -  1,301,687  - 
Net Income for the year  - -  -                   -  -   -  107,238  107,238 

Balance at December 31, 
2005 Ps. 1,241,407 - Ps. 278,131                 - Ps. -  Ps. - Ps. 107,238 Ps. 1,626,776 

Distribution of retained 
earnings by the 
shareholdersô meeting on 
April 27,2006      

 

         
   Legal Reserve  - -  -                  -  34,855   -  (34,855)  - 
   Discretionary Reserve  - -  -                  -  -   72,383  (72,383)  - 
Shares in own portfolio  (1,614) -  (362)          1,976  -   -                       -  - 
Sales of Shares in own 
portfolio  1,614 606               362        (1,976)  -   -                       -  606 
Net loss for the year  - -  -                  -  -   -  (18,914)  (18,914) 

Balance at December 31, 
2006 Ps. 1,241,407 Ps.         606 Ps. 278,131               - Ps. 34,855  Ps. 72,383 Ps. (18,914) Ps. 1,608,468 

 
 

 
 

 
The accompanying Notes are an integral part of these consolidated financial statements 
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1. Basis of Presentation. 
  
Grupo Financiero Galicia S.A. ("Grupo Galicia", the "Company" or the ñGroup") is a corporation that is 
organized under the laws of Argentina and acts as a holding company for Banco de Galicia y Buenos Aires 
S.A. and its subsidiaries ("Banco Galicia" or the "Bank"). Grupo Galicia was formed by the controlling 
shareholders of the Bank on September 14, 1999 to consummate an exchange of shares with the 
shareholders of Banco Galicia and establish Grupo Galicia as the Bank's holding company. Grupo Galicia 
was formed with two classes of shares: Class A shares, which are entitled to 5 votes per share, and Class 
B shares, which are entitled to 1 vote per share. To effect the exchange, Grupo Galicia offered to exchange 
Grupo Galicia class B shares for all outstanding Banco Galicia class B shares on a 2.5-for-1 basis and to 
exchange Grupo Galicia ADSs for all outstanding Banco Galicia ADSs on a 1-for-1 basis. The controlling 
shareholders retained all of the class A shares. As a result of the exchange, which was consummated on 
July 26, 2000, the Company became holder of 93.23% of the Bank's capital stock, and the remaining 
6.77% remained as a minority interest in the Bank. At December 31, 2006 and 2005, the Company's 
interest in Banco Galicia as a result of open market purchases was 93.60463844% and 93.604186%, 
respectively. 

 
Banco Galicia is a private-sector commercial bank organized under the laws of Argentina which provides 
general banking services, through its branches, to corporate and retail customers.  
 
Grupo Galicia directly holds 100 % of the capital stock and voting rights of Galval Agente de Valores S.A.  
and 87.50% of the capital stock and voting rights of Net Investment S.A., Galicia Warrants S.A. and 
Sudamericana Holding S.A.; while its controlled company, Banco Galicia holds the remaining 12.50% of 
the capital stock and voting rights of those companies.  

 
Sudamericana Holding S.A's results have been adapted to cover a twelve-month period as of September 
30, 2006, for consolidation purposes. 
 
Banco Galiciaôs consolidated financial statements as of December 31, 2006 and December 31, 2005 
include the assets, liabilities and results of the controlled companies detailed below. The percentages 
directly held in those companies' capital stock are as follows: 
 

Issuing Company December 31, 2006 December 31, 2005 

Banco Galicia Uruguay S.A. 100.00 % 100.00 % 

Tarjetas Regionales S.A. 100.00 % 100.00 % 

Galicia Factoring y Leasing S.A.  99.98 % 99.98 % 

Galicia Valores S.A. Sociedad de Bolsa 99.99 % 99.99 % 

 
The financial statements of the controlled companies were adapted to the valuation and disclosure 
standards set by the Argentine Central Bank and cover the same period as that of the financial statements 
of Banco Galicia. 
 
The financial statements of Banco Galicia Uruguay S.A. include the balances of Banco Galicia Uruguay 
S.A. consolidated on a line-by-line basis with those of Galicia (Cayman) Limited , in which Banco Galicia 
Uruguay S.A. holds 65.3405% of its capital stock and Banco Galicia holds the remaining 34.6595%. 
 
The latest statements have been consolidated with those of Galicia Pension Fund Limited, in which Galicia 
(Cayman) Limited holds a 100% interest. 
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Furthermore, Galicia Pension Fund Limited consolidates its financial statements with those of Galicia 
Administradora de Fondos S.A. Sociedad Gerente de Fondos Comunes de Inversión, in which it holds a 
99.985% interest. 
 
Banco Galicia holds 68.218548% of Tarjetas Regionales S.A. capital stock and votes, while Galicia 
(Cayman) Limited holds the remaining 31.781452%. 
 
The December 31, 2006 financial statements of Tarjetas Regionales S.A., which were used for 
consolidation purposes, have in turn been consolidated on a line-by-line basis with the financial statements 
of Tarjeta Naranja S.A., Tarjetas Cuyanas S.A. and Tarjetas del Mar S.A., in which Tarjetas Regionales 
S.A. holds a controlling interest. 
 
The percentages directly held in those companies' capital stock are as follows: 
 
- Directly: 

Issuing Company December 31, 2006 December 31, 2005 

Tarjetas Cuyanas S.A. 60.000% 60.000% 

Tarjetas del Mar S.A.  99.995% 99.999% 

Tarjeta Naranja S.A. 80.000% 80.000% 

 
The financial statements of Tarjeta Naranja S.A. have been consolidated with the financial statements of 
Cobranzas Regionales S.A., in which it holds 87.7% of voting stock and with the financial statements of 
Ancud Comercial S.A. in which it holds 99.4% of voting stock. 
 

Tarjeta Naranja S.A. started with an investment project in the Dominican Republic in order to develop a 
credit-card business in said country, for which, on December 19, 2006, it acquired 99.4% of Ancud 
Comercial S.A.'s capital stock. The total amount of the investment in said company at fiscal year end was 
Ps. 12,088. 

 

In addition, Tarjetas Cuyanas S.A. holds a 12.3% interest in Cobranzas Regionales S.A.'s capital stock 
and voting rights. 

 
Consolidation of the financial statements of Galicia Capital Markets S.A. (in liquidation) and Agro Galicia 
S.A. (in liquidation) has been discontinued during the previous fiscal year, as a result of their anticipated 
dissolution. 

 
Transactions between related parties have been eliminated for the purposes of these statements. 
 
2.  Significant Accounting Policies. 

 
The accounting policies and financial statements presentation conform to the rules of the Argentine Central 
Bank which prescribes the generally accepted accounting principles for all banks in Argentina (the 
"Argentine Banking GAAP"). This differs in certain significant respects from generally accepted accounting 
principles in Argentina applicable to enterprises in general ("Argentine GAAP") (see Note 38) and from 
generally accepted accounting principles in the United States of America (ñUS GAAPò). (see Note 26 and 
39) 
 
Certain required disclosures have not been presented herein since they are not material to the 
accompanying financial statements. In addition, certain presentations and disclosures, including the 
statements of cash flows, have been included in the accompanying financial statements to comply with the 
Securities and Exchange Commission's regulations for foreign registrants.  
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Certain reclassifications of prior year information have been made to conform with current year 
presentation. 
 
The following is a summary of significant policies followed by the Group in the preparation of the 
consolidated financial statements. 
 
2.1 Presentation of Financial Statements in Constant Argentine Pesos. 
 
Effective September 1, 1995, pursuant to Decree No. 316/95, the Bank discontinued its prior practice of 
adjusting the financial statements for inflation. Effective January 1, 2002, however, as a result of the 
application of Argentine Central Bank Communiqu® ñAò 3702, Resolution No. 415/02 of the CNV and 
Resolution No. 240/02 of the Argentine Federation of Professional Councils in Economic Sciences 
ñFACPCEò, the Group resumed the application of the adjustment for inflation. 

In 2002, Argentina experienced a high rate of inflation. The wholesale Price Index (WPI) increased 
approximately 118.44% in 2002.  

Primarily as a result of the stabilization of the WPI during the first half of 2003, the Argentine government 
published Decree No. 664/03 and the Argentine Central Bank issued Communiqu® ñAò 3921 dated April 8, 
2003 which eliminated the requirement that financial statements be prepared in constant currency. These 
rules became effective for financial periods ending on or after March 1, 2003. Likewise, on April 8, 2003, 
the CNV issued resolution No. 441/03 discontinuing inflation accounting as of March 1, 2003. Between 
January 1, 2003 and February 28, 2003, the WPI increased approximately 0.87%. 
 
2.2 Foreign Currency. 
 
Foreign currency is stated at the U.S. dollar rate of exchange set by the Argentine Central Bank, prevailing 
at the close of operations on the last business day of each month. 
 
Assets and liabilities valued in foreign currencies other than the U.S. dollar are converted into U.S. dollars 
using the year end exchange rates issued by the Argentine Central Bank's trading desk.  
 
For financial reporting purposes, these assets and liabilities are then translated into pesos at the year end 
U.S. dollar to Argentine peso exchange rate.  
 
2.3 Government and Corporate Securities. 
 
Government securities mainly represent obligations of the Argentine government. Corporate securities 
included in this caption consist of listed corporate equity securities and listed debt securities. Corporate 
equity and debt securities are considered as held for trading purposes.  
 
Realized and unrealized gains and losses on sales and interest income on government and corporate 
securities are included as "Net Income (loss) from government and corporate securities" in the 
accompanying statements of income. 
 
Valuation of Government Securities under Argentine Banking GAAP. 
 
The Argentine Central Bank established the categories in which banks classify Argentine government 
securities listed on local or foreign markets and the accounting valuation for the securities in each of these 
categories. The categories established by the Argentine Central Bank are the following: "investment 
account", "held for trading" and ñwithout quotationò. 
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Trading securities are marked to market, and any difference between book value and their market price is 
recognized as a gain or loss in the income statement. 
 
Holdings of investment securities include Boden 2012 Bonds received within the scope of Sections 28 and 
29 of Decree No. 905/02 (see Note 31) recorded at their ñtechnical valueò (the adjusted balance of each 
instrument according to contractual conditions). 
 
The same criterion was applied to holdings of such bonds used in repo transactions and to the bonds to be 
received recorded under ñOther receivables resulting from financial brokerageò and ñMiscellaneous 
Receivablesò. 
 
Had such bonds and balances to be received recorded under the abovementioned captions been valued at 
market price, the Bankôs equity would have been reduced by approximately Ps. 202,299 and Ps. 497,654 
as of December 31, 2006 and December 31, 2005, respectively. 
 
The securities Boden 2007 and Boden 2013 are considered trading securities and they have been 
recorded at market value. 
 
As of December 31, 2006 and December 31, 2005, the Bank carries the following ñwithout quotationò 
holdings: 
 
a) Secured Bonds in Pesos: The Bank participated in the restructuring of the provincial governmentôs debt, 
pursuant to the provisions of Decree No.1579/02, receiving Secured Bonds (Bogar Bonds) in exchange. 
 
As of December 31, 2006, Bogar holdings allocated as collateral for the advance for the purchase of the 
remaining Hedge Bond, which could be applied to settle such advance have been valued at the value 
admitted for those purposes. The remaining holdings were valued at the lower of their ñpresent valueò and 
their ñtechnical valueò (the adjusted balance of each instrument according to contractual conditions). Had 
these securities been marked to market, an increase in shareholders' equity of the Bank of Ps. 1,475 would 
have been recognized. 

 

As of December 31, 2005, holdings not used as collateral for the abovementioned advance were valued at 
their ñpresent valueò as defined in the above paragraph. As of that date, the market value of such holdings 
was lower than book value by approximately Ps. 67,354. 
 
b) Discount Bonds and GDP-Linked Units: The Bank decided to participate in the exchange offered by the 
National Government, within the framework of the Argentine debt restructuring, opting to exchange its 
holdings of Argentine Republic Medium-Term External Notes (the ñExternal Notesò) Series 74 and 75, for a 
face value of US$ 280,471, for ñDiscount Bonds in Pesosò and ñGDP-Linked Unitsò issued under the 
conditions established by Decree No. 1735/04. 
 

As established in that Decree, the acceptance of this offer implied receiving new debt instruments for an 
original principal amount equal to 33.7% of the non-amortized principal as of December 31, 2001, plus past 
due and unpaid interest up to that date. 

 

As of December 31, 2006 and 2005, the securities received were recorded at the lower of the total future 
nominal cash payments up to maturity, specified by the terms and conditions of the new securities, and the 
carrying value of the securities tendered as of March 17, 2005, equivalent to the present value of the 
Secured Bondsô cash flows at that date. 
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This valuation is reduced in the amount of the perceived payments. Accrued interest is not recognized. Had 
these securities been marked to market, the shareholdersô equity would have been reduced by 
approximately Ps. 239,262 and Ps. 383,968 as of December 31, 2006 and 2005, respectively. 
 
c) At the end of the previous fiscal year, the Fiscal Tax Credit Certificates were recorded at face value plus 
accrued interests, according to contractual conditions, as they were used for tax payments during this fiscal 
year. 
 
The Securities issued by the Argentine Central Bank were valued at the fiscal year-end closing market 
price for each security. 
 
Those securities without quotation have been increased on an exponential basis according to their internal 
rate of return. 
 
National Secured Loans and Provincial Secured Bonds. 
 

On November 6, 2001, within the framework of Decree No. 1387/01, the Bank participated in the exchange 
of Argentine government securities and loans, issued under the Promissory Note/Bond Program, for new 
loans called ñSecured Loans,ò which are recorded under ñLoans - Non-Financial Public Sectorò in these 
financial statements. 

 

At the date of these financial statements, their estimated realizable value exceeded their book value by 
approximately Ps.19,300. Said value was obtained by calculating the present value of their future cash flow 
of amortization and interest, based on the market rate of debt instruments of the same issuer. 

 

The Bank has also participated in the restructuring of the provincial governmentôs debt, pursuant to the 
provisions of Decree No. 1579/02, receiving Secured Bonds (ñBogar Bondsò) in exchange for its loans, 
which have been disclosed in these financial statements under ñGovernment Securities without Quotation.ò 

 

In accordance with Argentine Central Bankôs regulations, both assets have been recorded at the lower of 
their present value and their technical value. The ñpresent valueò is defined as the ñnet present valueò of a 
cash flow structure determined under contractual conditions and discounted at a rate set by the Argentine 
Central Bank which, as of December 31, 2006, was 5% and, as of December 31, 2005, 4%. The ñtechnical 
valueò is the adjusted amount of each instrument under contractual conditions. As of December 31, 2006, 
said loans were mainly allocated as collateral for the financial assistance from the Argentine Central Bank 
pursuant to Decrees No. 739/03, 1262/03 and supplementary regulations. 

 

2.4 Financial Trust Debt Securities and Certificates of Participation. 

 
The debt securities incorporated at par have been recorded at their face value; the remaining holdings 
were recorded according to their internal rate of return. Certificates of participation are accounted for under 
the equity method. 
 
2.5 Interest Income (Expense) Recognition. 
 
Generally, interest income is recognized on an accrual basis using the straight-line method. For loans and 
deposits denominated in pesos with maturities greater than 92 days, interest is recognized on a 
compounded basis, which provides for an increasing effective rate over the life of the loan or deposit. 
 
The Bank suspends the accrual of interest generally when the related loan is past due and the collection of 
interest and principal is in doubt. The suspension of interest corresponds to the loans classified as "with 
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problems" and "deficient performance" or below, under the Argentine Central Bank's classification rules. 
Accrued interest remains on the Bank's books and is considered to be part of the loan balance when 
determining the allowance for loan losses. Interest is recognized on a cash basis after reducing the balance 
of accrued interest, if applicable. 
 
For lending and borrowing transactions originally carried out in foreign currency and converted into pesos, 
the adjustment from the application of the CER or the CVS was accrued at year-end, where applicable. 

 
2.6 Allowance for Loan Losses and Provisions for Contingencies. 
 
The Bank provides for estimated future possible losses on loans and the related accrued interest through 
the establishment of an allowance for loan losses. The allowance charged to expense is determined by 
management based upon loan classification, actual loss experience, current and expected economic 
conditions, delinquency aging, and an evaluation of potential losses in the current loan portfolio. Specific 
attention is given to loans with evidence that may negatively affect the Bank's ability to recover the loan 
and accrued interest. 
 
The Group has certain contingent liabilities with respect to existing or potential claims, lawsuits and other 
proceedings, including those involving labor and other matters. The Group accrues liabilities when it is 
probable that future costs will be incurred and such costs can be reasonably estimated. Such accruals are 
based on developments to date, the Groupôs estimates of the outcomes of theses matters and the Groupôs 
lawyersô experience in contesting, litigating and settling other matters. As the scope of the liabilities 
becomes better defined, there may be changes in the estimates of future costs, which could have a 
material effect on the Groupôs future results of income and financial condition or liquidity. 
 
 2.7 Equity Investments. 

 
Equity Investments include equity investments in companies where a minority interest is held, including 
investments in infrastructure companies and utilities. 
 
Under Argentine Banking GAAP, the equity method is used to account for investments where a significant 
influence in the corporate decision making process exists. Significant influence is considered to be present 
if one of the following applies: 

 

 Ownership of a portion of a related company's capital granting the voting power necessary to influence 
the approval of such company's financial statements and profits distribution. 

 

 Representation in the related company's board of directors or corporate governance body. 
 

 Participation in the definition of the related company's policies. 
 

 Existence of significant transactions between the company holding the interest and the related 
company (for example, when the former is the latter's only supplier or by far its most important client). 

 

 Interchange of senior officers among companies. 
 

 Technical dependence of one of the companies on the other. 
 

Permanent equity investments in companies where corporate decisions are not influenced, in terms of the 
criteria listed above, are accounted for at the lower of cost or share of net book value of the investee.  
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2.8 Bank Premises and Equipment and Miscellaneous Assets. 
 
Bank premises and equipment and miscellaneous assets are valued at cost adjusted for inflation (as 
described in Note 2.1), less accumulated depreciation. 
 
Construction in progress is carried at cost adjusted for inflation. The depreciation is computed since the 
asset is in use. 
 
Accumulated depreciation is computed under the straight-line method at rates over the estimated useful 
lives of the assets, which generally are estimated to be 50 years for properties, 10 years for furniture and 
fixtures, and 5 years for others. Leasehold improvements are depreciated using the straight-line method 
over the shorter of the lease term or the estimated useful life of the asset. 
 
The cost of maintenance and repairs is charged to expense as incurred. The cost of significant renewals 
and improvements is added to the carrying amount of the respective fixed assets. When assets are retired 
or otherwise disposed of, the cost and the related accumulated depreciation are removed from the 
accounts, and any resulting gain or loss is reflected in the consolidated statement of income.  
 
The residual value of the assets, taken as a whole, does not exceed their combined value of economic use. 
 
2.9 Intangible Assets. 
 
Intangible assets are valued at cost adjusted for inflation (as described in Note 2.1) and are amortized on a 
straight-line basis over 120 months for goodwill and over a range of 60 months for organization and 
development costs. Under Argentine Banking GAAP, goodwill is no longer recognized as an asset when it 
is estimated that amounts of future income will not be sufficient to absorb the amortization of goodwill or 
when there are other reasons to presume that the amount of an investment that has been made will not be 
recovered in full. 
 
Effective March 2003, the Argentine Central Bank established that the difference resulting from compliance 
with court decisions made in lawsuits filed challenging the current regulations applicable to deposits with 
the financial system, within the framework of the provisions of Law No. 25,561, Decree No. 214/02 and 
supplementary regulations, must also be recorded under this caption. The amortization of the same must 
take place in a maximum of 60 equal monthly and consecutive installments as of April 2003, as described 
in Note 31 to the financial statements, section ñLegal actions requesting protection of constitutional 
guarantees.ò 
  
Effective December 2005, the Argentine Central Bank authorized financial institutions having granted, as 
from that date, new commercial loans with an average life of more than 2 years, to defer the charge to 
income related to the amortization of amparo claims. The maximum amount to be deferred cannot exceed 
50% of the growth of the new commercial loans nor 10% of financial institutionsô computable regulatory 
capital (ñRPCò). In addition, banks will not be able to reduce the amount of the rest of their commercial loan 
portfolio. Such deferral can be applied until December 2008. The remaining balance at that date will be 
amortized over a period of up to 36 months, on a straight-line basis. Pursuant to this regulation, as of 
December 2006 and 2005, Banco Galicia had deferred Ps. 148,673 and Ps. 11,256, respectively. 
 
2.10 Shareholders' Equity. 
 
Shareholders' Equity accounts have been adjusted for inflation following the procedure described in Note 
2.1, except for the "Capital Stock" and "Paid-in Capital" accounts, which have been stated at their original 
values. The adjustment stemming from the restatement of these accounts was allocated to the "Inflation 
adjustments to capital stock and paid-in capital" account. 
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2.11 Minimum Presumed Income Tax and Income Tax. 
 
Effective 1998 and for a ten year period, a Minimum Presumed Income Tax (ñMPITò) was established as a 
complementary component of income tax obligations. MPIT is a minimum taxation, which assesses at the 
tax rate of 1% of certain assets. Ultimately, the tax obligation will be the higher of MPIT and income tax. For 
financial entities, the taxable basis is 20% of their computable assets. If in a fiscal year, the MPIT obligation 
exceeds the income tax liability, the surplus will be available as a credit against future income tax.  
 
The Bank has recognized the tax on minimum notional income accrued in the current year and paid in prior 
years as an asset, because it expects to be able to compute it as a payment on account of income tax in 
future years. 
 
Recognition of this payment on the Bankôs accounts and its recoverability arises from the ability to generate 
sufficient taxable income in future years. Based on projections prepared in conformity with the provisions of 
Argentine Central Bank, the Group recorded an asset related to the MPIT amounting to Ps. 218,884 as of 
December 31, 2006 and Ps. 170,989 as of December 31, 2005.  

 
Below is a detail of the Bankôs tax credits and their expected offsetting date: 
 
    Tax credit          Date of generation    Probable offsetting date  
 

11,702 2001 2010 
45,158 2002 2010 
43,004 2003 2010 
42,037 2004 2010 
46,126 2005 2010 
22,073 2006 2010 
7,007 2006 2011 

 
In addition, as of December 31, 2006, the Bankôs subsidiaries recorded an asset relating to MPIT for Ps. 
1,777, while as of December 31, 2005 it amounted to Ps.1,615. 
 
Argentine Central Bank regulations do not require the recognition of deferred tax assets and liabilities and 
therefore income taxes for Banco Galicia are recognized on the basis of amounts due in accordance with 
Argentine tax regulations. However, Grupo Galicia and Grupo Galiciaôs non-bank subsidiaries apply the 
deferred income tax method. As a result, Grupo Galicia and its non-bank subsidiaries had recognized a 
deferred tax asset as of December 31, 2006 and 2005. 
 
 
2.12 Statements of Cash Flows. 
 
For purposes of reporting cash flows, cash and cash equivalents include amounts set forth under ñCash 
and due from banksò. The consolidated statements of cash flows were prepared using the measurement 
methods prescribed by the Argentine Central Bank and in accordance with the presentation requirements 
of Statement of Financial Accounting Standards No. 95: Statement of Cash Flows ("SFAS No. 95"). 
 
 
2.13 Use of Estimates. 
 
The preparation of financial statements in conformity with Argentine Banking GAAP requires management 
to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
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disclosures of contingent liabilities at the date of the financial statements, and the reported amounts of 
revenues and expenses during the reporting periods. Actual results could differ from those estimates. 
 
3. Restricted Assets and Other Contingent Liabilities. 
 
Pursuant to Argentine Central Bank regulations, Banco Galicia must maintain a monthly average liquidity 
level. Computable assets for complying with the minimum cash requirement are cash and the checking 
accounts opened at the Argentine Central Bank. 
 
The minimum cash requirement at the end of each fiscal year was as follows (as measured in average 
daily balances): 
 
   
  December 31, 

  2006  2005   

       
Peso balances ...........................................................................................      Ps. 1,217,511  Ps. 758,124 
Foreign currency balances .........................................................................    658,751   418,710 

 
 
Certain of the Group's other assets are pledged or restricted from use under various agreements. The 
following assets were restricted at each balance sheet date: 
 
  

December 31, 

  2006  2005 

       
Funds and securities pledged under various arrangements................................    Ps. 562,081  Ps. 217,090 
Shares on equity investments (*)   ......................................................................    5,250   24,094 
Deposits in the Argentine Central Bank, restricted under Argentine Central 
Bank regulations ................................................................................................   

  
1,734,969   1,450 

Loans granted as collateral ................................................................................     955,414   5,483,982 
Loans pledged and real property granted as collateral-Banco Galicia Uruguay 
S.A. (**) ............................................................................................................. . 

  
249,738 

  
497,281 

Total ..................................................................................................................   Ps. 3.507,452  Ps. 6,223,897 

 
(*) Shares over which transferability is subject to prior approval of the National or Provincial authorities, as 
applicable, under the terms of certain concession contracts signed. 
 
(**) Under a fixed pledged agreement signed on July 24, 2003 and registered with the Registry of Property 
ïMovable Property - Pledges Division of Montevideo ï Uruguay, on August 5, 2003, Galicia Uruguay S.A.ôs 
credit rights against all of its debtors have been pledged in favor of the holders of transferable time deposit 
certificates and/or negotiable obligations issued in compliance with the debt restructuring plan approved. 
 
As a shareholder of the concessionaries Aguas Argentinas S.A., Aguas Provinciales de Santa Fe S.A. (in 
liquidation) and Aguas Cordobesas S.A., Banco Galicia had guaranteed their compliance with certain 
obligations arising from the concession contracts signed by these companies. 
 
In addition, the Bank and the other shareholders have committed, in certain circumstances, to provide 
financial support to those companies if they were unable to honor the commitments they have undertaken 
with international financial institutions. It is worth mentioning that, as of December 31, 2006, only the 
commitment related to Aguas Cordobesas S.A. was outstanding. 
 
Aguas Cordobesas S.A.: the Bank, as a shareholder and proportionally to its 10.833% interest, is jointly 
responsible, before the Provincial State of Córdoba, for contractual obligations deriving from the 
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concession contract during the entire term thereof. Should any of the other shareholders fail to comply with 
the commitments deriving from their joint responsibility, the grantor may force Banco Galicia to assume the 
unfulfilled commitment, but only in the proportion and to the extent of the interest held by the Bank. 
 
Aguas Provinciales de Santa Fe S.A. (in liquidation): the meeting of the shareholders of Aguas Provinciales 
de Santa Fe S.A. held on January 13, 2006, approved the early dissolution and liquidation of said 
company. The Bank voted against this decision because it deemed it contrary to the corporate interests, 
and requested the calling of a new meeting to reactivate and capitalize the company, thus allowing its 
continuity. On January 31, 2006, Decree No. 243 issued by the government of the Province of Santa Fe, 
rescinded the concession contract alleging the concessionaireôs fault, derived from the dissolution of the 
company decided by the majority shareholders during the abovementioned shareholdersô meeting. As of 
December 31, 2006, credits against this company were fully provisioned. 
 
Aguas Argentinas S.A.: after a long negotiation process, on March 21, 2006, the Government decided to 
rescind the concession contract with Aguas Argentinas S.A. alleging the concessionaireôs fault. 
As a result of this measure, Aguas Argentinas S.A. entered into default and requested the commencement 
of a reorganization process under the provisions of Section 5 and subsequent sections of Law No. 24,522. 
On March 9, 2006, the Bank cancelled the commitments undertaken with international financial institutions 
by purchasing the credits these institutions held against Aguas Argentinas S.A., thus extinguishing the 
guarantees granted in connection with those loans. The acquisition price was approximately 25% lower 
than the guaranteed amount. As of December 31, 2006, the investment in the company had been fully 
provisioned.  

 

Guarantees granted for direct obligations: as of December 31, 2006, the Bank had recorded Ps. 79,532 as 
collateral for credit lines from the IFC, with the related loans granted having been allocated to the resources 
provided by the IFC. 

 

4. Interest-Bearing Deposits with Other Banks. 
 
As of December 31, 2006 and 2005, the overnight foreign bank interest-bearing deposits included in loans 
amounted to Ps. 607,998 and Ps. 212,851, respectively. 
 
5. Government and Corporate Securities. 
 
The government and corporate securities classification set forth below was determined in accordance with 
Argentine Banking GAAP.  
 
Government and corporate securities consist of the following at the respective balance sheet dates: 
 
  December 31, 

  2006  2005 

Government Securities       
With quotation:       
Recorded at market value       
For trading purposes:       

Government Bonds ................................................................................   Ps. 28,206  Ps. 20,873 
Other .....................................................................................................    360   356 
Less: Valuation allowances ....................................................................    (357)   (353) 

Total trading securities ................................................................................   Ps. 28,209  Ps. 20,876 

Recorded at amortized cost       
In investment accounts       

Government Bonds (Boden 2012 Bonds) ...............................................    2,608,827   650,924 

Total securities in investment accounts .......................................................   Ps. 2,608,827  Ps. 650,924 
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  December 31, 

  2006  2005 

Securities issued by the Argentine Central Bank .........................................        
          Securities with quotation ...................................................................    119,520   699,041 
          Securities without quotation ...............................................................    -   5,426 

Total Securities issued by the Argentine Central Bank ................................   Ps. 119,520  Ps. 704,467 

       
Without quotation       

Fiscal Tax Credit Certificate (*)  .............................................................    -   34,458 
Government Bonds ................................................................................    431,753   4,556,613 

Total Without quotation securities ...............................................................    431,753   4,591,071 

Total government securities ........................................................................   Ps. 3,188,309  Ps. 5,967,338 

Corporate Securities       
      Shares ..................................................................................................    -   376 
      Marketable Negotiable obligations .........................................................    339   4,042 

Total corporate securities ............................................................................   Ps. 339  Ps. 4,418 

Total government and corporate securities..................................................   Ps. 3,188,648  Ps. 5,971,756 

(*) Government securities collateralized by future tax payments.  

 
As of December 31, 2006, Boden 2012 Bonds and Discount Bonds sold under repurchase agreements 
amounted to Ps. 837,276 and Ps. 625,514, respectively. 
 
6. Loans. 
 
The lending activities of the Bank consist of the following: 
  
- Loans to the non-financial public sector: loans to the federal and provincial governments of Argentina. 
 
- Loans to the financial sector: loans to local banks and financial entities. 
 
- Loans to the non-financial private sector and residents abroad: include the following types of lending: 

 
Overdrafts ï short-term obligations drawn on by customers through overdrafts.  
 
Promissory Notes ï endorsed promissory notes, discounted and purchased bills and factored 
loans. 
 
Mortgage loans ï loans to purchase or improve real estate and collateralized by such real estate or 
commercial loans secured by real estate. 
 
Pledge loans ï loans where collateral is pledged as an integral part of the loan document. 
 
Credit card loans ï loans to credit card holders. 
 
Consumer loans ï loans to individuals. 
 
Others ï includes mainly short-term placements in foreign banks. 

 
Pursuant to Argentine Central Bank regulations, financial entities must disclose the breakdown of their loan 
portfolio to: the non-financial public sector, the financial sector and the non-financial private sector and 
residents abroad. In addition, financial entities must disclose the type of collaterals established on the 
applicable loans to the non-financial private sector and the pledges granted on loans (preferred guarantees 
relative to a registered senior pledge). 
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As of December 31, 2006 and 2005, the classification of the Group's loan portfolio was as follows: 
  December 31, 

  2006  2005 

       
Non-financial public sector .................................................................................   Ps. 2,739,282  Ps. 5,235,869 
Financial sector (Argentine)  ..............................................................................     311,623   128,203 
Non-financial private sector and residents abroad   7,790,689   5,619,015 
    - With preferred guarantees ...........................................................................     1,076,170   838,540 
    - With other guarantees ..................................................................................     1,307,511   1,024,542 
    - Unsecured ...................................................................................................     5,407,008   3,755,933 

Subtotal .............................................................................................................    10,841,594   10,983,087 

Allowance for loan losses (See Note 7) ..............................................................     (327,042)   (427,911) 

Total ................................................................................................................................   Ps. 10,514,552  Ps. 10,555,176 

 
The Bank also records its loan portfolio by industry segment. The following industry segments comprised 
the most significant loan concentrations as of December 31, 2006 and 2005, respectively: 
 

   
  December 31, 

  2006  2005 

       
Financial services industry .................................................................................     8.54 %  3.13 % 
Public sector ..............................................................................................   ......    25.27 %  47.67 % 
Agriculture and livestock ...................................................................................   8.96 %  7.00 % 
Consumer ..........................................................................................................     27.46 %  17.84 % 

 
The Bank has granted loans to certain related parties including related officers and consolidated 
companies. Total loans outstanding as of December 31, 2006 and 2005, amounted to Ps. 13,426 and Ps. 
44,673 respectively, and the change from December 31, 2005 to December 31, 2006, reflects payments 
amounting to Ps. 38,390 and advances of Ps. 7,117. Furthermore, there were CER adjustments and 
foreign exchange differences of Ps. 26 on the above-mentioned portfolio between those dates. 
 
Such loans were made in the ordinary course of business at normal credit terms, including interest rates 
and collateral requirements, and, in management's opinion, such loans represent normal credit risk. 
 
7. Allowance for Loan Losses. 

The activity in the allowance for loan losses for the fiscal years ended December 31, 2006, 2005 and 2004, 
was as follows: 
 
  December 31, 

  2006  2005  2004 

          

Balance at beginning of year ................................................................................... 
  
Ps. 427,911  

 
Ps. 632,619 

 
Ps. 1,177,315 

Provision charged to income ...................................................................................   105,312   61,071   179,335 
Prior allowances reverse  ........................................................................................   (32,492)   (96,240)   (210,284) 
Inflation and foreign exchange effect and other adjustments ...................................   27,113   4,957   7,580 
Loans charged off ...................................................................................................   (200,802)   (174,496)   (521,327) 

Balance at end of year ............................................................................................ 
  
Ps. 327,042  Ps. 427,911 

 
Ps. 632,619 

 
Certain loans, principally small loans, are charged directly to income and are not reflected in the activity in 
the allowance for loan losses. The "Loan loss provision" in the accompanying statements of income 
includes:  
 
 



Grupo Financiero Galicia S.A. and Subsidiaries 
        
            Notes to the Consolidated Financial Statements  

 For the fiscal years ended December 31, 2006, 2005 and 2004 
(Expressed in thousands of Argentine pesos) 

 

 

F-23 

   
 

 
  December 31,  

  2006  2005  2004  

Provisions charged to income ................................................................................. 
  

Ps. 105,312  Ps. 61,071 
 

Ps. 179,335  

Direct charge-offs.................................................................................................... 
  

3,338   6,068 
 

 
   

8,951  

Other receivables losses ......................................................................................... 
  

788   8,430 
 

 
      

993  

Financial leases ...................................................................................................... 
  

1,431   1,161 
 

 
        

953  

  Ps. 110,869  Ps. 76,730  Ps. 190,232  

 
Prior year allowances that have been reversed in 2006, 2005 and 2004 in the amount of Ps. 32,492, Ps. 
96,240 and Ps. 210,284 are included under the caption "Miscellaneous Income" in the accompanying 
income statement. 
 
The Bank has entered into certain troubled debt restructuring agreements with customers. The Bank has 
eliminated any differences between the principal and accrued interest due under the original loan and the 
new loan amount through a charge against the allowance for loan losses. Loans under such agreements 
amounted to Ps. 403,249, Ps. 478,667 and Ps. 231,855 as of December 31, 2006, 2005 and 2004, 
respectively. 
 
8. Other Receivables Resulting from Financial Brokerage. 

 
The composition of other receivables from financial brokerage, by type of guarantee, is as follows: 
 
  December 31, 

  2006  2005 

       
Preferred guarantees, including deposits with  
The Argentine Central Bank (1) .............................................................................................   Ps. 1,900,094 

 
Ps. 137,379 

Other guarantees ..................................................................................................................    229   483 
Unsecured (2)   .....................................................................................................................    3,563,554   6,059,761 
Less:  Allowance for doubtful accounts .................................................................................    (21,896)   (35,242) 

  Ps. 5,441,981  Ps. 6,162,381 

(1) Includes Ps. 1,733,298 of restricted deposits at the Argentine Central Bank for the payment of the financial       
assistance received from such institution during the economic crisis of late 2001 and early 2002. (see Note 37) 

 
(2) Includes: (i) Ps. 401,335 and Ps. 4,154,989 as of December 31, 2006 and 2005, of "Compensation to be received    
                           from the National Government". 
                       (ii) Ps. 837,276 and Ps. 279,033 of repurchase agreements of Boden 2012 Bonds as of December 31,    
                           2006 and 2005, respectively. 
                      (iii) Ps. 1,293,377 and Ps. 990,359 of financial trust participation certificates as of December 31, 2006  
                           and 2005, respectively. 
 
As of December 31, 2006 and 2005, the Company did not have any outstanding forward contracts. 
 
The breakdown of the caption "other" included in the balance sheet was as follows: 
  December 31, 

  2006  2005 

       
Mutual funds ........................................................................................................  Ps. 32,190  Ps. 33.402 
Galtrust I éééééééééééééééééééééééé..   571,582   536,509 
Other financial trust participation certificates ........................................................   721,795   453,850 
Accrued commissions ..........................................................................................   8,992   14,818 
Others ..................................................................................................................   235,654   318,478 

  Ps. 1,570,213  Ps. 1,357,057 
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9. Equity Investments.  
 
Equity investments in other companies consisted of the following as of the respective balance sheet dates: 
 
  December 31, 

  2006  2005 

      
In Financial Institutions, complementary and authorized 
activities       
Banelco S.A ............................................................................................................  Ps. 7,868  Ps. 7,219 
Visa Argentina S.A ..................................................................................................   951   951 
Mercado de Valores de Buenos Aires S.A. .............................................................   8,050   8,190 
Banco Latinoamericano de Exportaciones S.A ........................................................   1,522   1,572 
Others .....................................................................................................................   2,362   2,288 

Total equity investments in Financial Institutions, 
complementary and authorized activities ...............................................   Ps. 20,753  Ps. 20,220 

 
     

  

In Non-financial Institutions       
Aguas Argentinas S.A ...........................................................................................   Ps. 23,370  Ps. 23,370 
Inversora Diamante S.A.(*) ...................................................................................    -   12,944 
Inversora Nihuiles S.A.(*) ......................................................................................    -   15,750 
Electrigal S.A ........................................................................................................    5,455   5,455 
Aguas Provinciales de Santa Fe S.A .....................................................................    10,771   10,771 
A.E.C. S.A ............................................................................................................    6,139   6,139 
Aguas Cordobesas S.A .........................................................................................    8,911   8,911 
Tradecom International N.V. .................................................................................    -   6,683 
Other ....................................................................................................................    5,043   6,181 

Total equity investments in non-financial institutions  ....................................   Ps. 59,689  Ps. 96,204 

Allowances  .........................................................................................................                                                                                                 Ps. (44,867)  Ps. (31,304) 

Total Equity investments ....................................................................................   Ps. 35,575  Ps. 85,120 

 
(*) On October 18, 2006, the Bank sold to third parties the shares of Inversora Diamante S.A. and 
Inversora Nihuiles S.A. for Ps. 12,966 and Ps. 15,777, respectively.   
 
10. Fixed Assets and Intangible Assets. 
 

The major categories of Grupo Galicia's premises and equipment and accumulated depreciation, as of 
December 31, 2006 and 2005, were as follows: 
 

  December 31, 

  2006  2005 

     
Land and buildings ................................................................................................   Ps. 568,330  Ps. 558,317 
Furniture and fixtures ............................................................................................    140,734   132,874 
Machinery and equipment .....................................................................................    225,327   213,056 
Vehicles ................................................................................................................    1,008   507 
Others ...................................................................................................................    6,684   6,424 
Accumulated depreciation .....................................................................................    (451,793)   (426,980) 

  Ps. 490,290  Ps. 484,198 

 
Depreciation expenses for the fiscal years ended December 31, 2006, 2005 and 2004, was Ps. 37,095, Ps. 
36,450 and Ps. 38,091, respectively. 
 
The major categories of intangible assets as of December 31, 2006 and 2005, were as follows: 
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  December 31, 

  2006  2005 

     
Goodwill, net of accumulated amortization of Ps. 187,189 and Ps. 174,884, 
respectively ..........................................................................................................   

 
Ps. 65,165  Ps. 85,003 

Organization and development expenses, net of accumulated amortization 
of Ps. 139,247 and Ps. 187,064 respectively........................................................  

 
 70,410   57,580 

Legal actions related to the payment of deposits (ñamparo claimsò), net of 
accumulated amortization of Ps. 321,169 and Ps. 321,169,  respectively 
(see Note 2.9) ......................................................................................................   

 

 367,221   347,777 

  Ps. 502,796  Ps. 490,360 

 
Total amortization expenses for the fiscal years ended December 31, 2006, 2005 and 2004, was Ps. 
55,382, Ps. 182,713 and Ps. 193,744, respectively. 
 
Organization and development expenses included software and the related implementation services 
purchased from third parties, with a net book value of Ps. 52,166 and Ps. 48,178 at December 31, 2006 
and 2005, respectively. 
 

The table below shows the components of goodwill by type of activity and reportable segment (see note 
34) for the periods presented. 
 

  December 31, 

  2006  2005 

     

Investment -  Other Grupo Business ....................................................................   Ps. -  Ps. 684 

Banking- Head Office ...........................................................................................    45,192   54,706 

Regional Credit Card companies .........................................................................    19,973   29,613 

  Ps. 65,165  Ps. 85,003 

 
11.   Miscellaneous Assets. 
 

Miscellaneous assets consisted of the following as of December 31, 2006 and 2005: 
 

  December 31, 

  2006  2005 

     
Construction in progress ..........................................................................................................   Ps. 161,279  Ps.    114,652 
Deposits on fixed asset purchases ...........................................................................................    30,110   5,546 
Stationery and supplies ............................................................................................................    5,304   3,170 
Real estate held for sale ..........................................................................................................    14,311   16,328 
Others ......................................................................................................................................    60,103   59,456 

  Ps. 271,107  Ps. 199,152 

 
12.   Allowances and Provisions. 
 

Allowances on other assets and reserves for contingencies were as follows: 
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  December 31, 

  2006  2005 

     
Allowances against asset accounts:       

Government and corporate securities ...............................................................................   Ps. 357  Ps. 353 
Other receivables resulting from financial brokerage, for collection risk (a) .......................     21,896   35,242 
Assets under financial leases (a) ......................................................................................     2,428   2,521 
Equity investments in other companies  (b)  ......................................................................    44,867   31,304 
Miscellaneous receivables, for collection risk (a)  ..............................................................    74,472   77,626 

       
Reserves for contingencies:       

For severance payments (c) .............................................................................................    2,718   1,648 
Litigations (d)   .................................................................................................................    22.202   37,218 
Related to commitments undertaken with public services companies (e)  .........................    -   13,000 
Other contingencies  ........................................................................................................    131,063   176,829 
Sundry liabilities arising from credit card activities (f)  ......................................................    25,777   16,909 
Other commitments (g)  ....................................................................................................    1,167   8,747 

Total reserves for contingencies .......................................................................................   Ps. 182,927  Ps. 254,351 

 
(a) Based upon an assessment of debtors' performance, the economic and financial situation and the 
guarantees collateralizing their respective transactions. 
 
(b) Includes the estimated losses due to the excess of the cost plus dividend method over the equity 
method in non-majority owned equity investments. 
 
(c) Estimated amounts payable under labor lawsuits filed against the Bank by former employees. 

(d) Litigation arising from different types of claims from customers (e.g., claims for thefts from safe deposit 
boxes, the cashing of checks that have been fraudulently altered, discrepancies in deposits and payments 
services that the Bank renders, etc). 

(e) See Note 3 ï Restricted Assets. 

(f) Reserves for rewards to be given under a credit-card reward program, for a guarantee of credit-card 
receivables and for the estimated liability for the insurance of the payment of credit-card balances in the 
event of the death of the credit-card holder. 

At the date of these consolidated financial statements, the Argentine Revenue Service (AFIP) and the 
Revenue Board of the Province of Córdoba are in the process of conducting an audit. Such agencies have 
served notices and made claims regarding taxes applicable to Tarjetas Regionales S.A.ôs subsidiaries. The 
amount claimed on a firm basis totals Ps. 22,611 approximately. Based on the opinions of their tax 
advisors, the companies believe that the abovementioned claims are both legally and technically 
groundless and that taxes related to the claims have been correctly calculated in accordance with tax 
regulations in force and existing case law. 
 
Therefore, the companies are taking the corresponding administrative and legal measures in order to solve 
such issues. However, since the final outcomes of these measures cannot be foreseen, provisions have 
been set up to cover such contingencies. 
 
(g) Represents contingent commitments in connection with customers classified in categories other than 
the "normal" categories under Argentine Banking GAAP. 
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13. Other Liabilities Resulting from Financial Brokerage- Argentine Central Bank. 
 
The Bank has borrowed funds under various credit facilities obtained from the Argentine Central Bank for 
specific purposes as described below: 
 

  December 31, 

  2006  2005 

     
Description       
Contractual Long-term liabilities:       

Advance for the acquisition of national government bonds in U.S. Dollars (1) .....................   Ps. 307,998  Ps. 3,057,572 

Argentine Central Bank's financial assistance (2) ...............................................................    2,681,673   5,299,994 

Total long-term liabilities ..........................................................................................................   Ps. 2,989,671  Ps. 8,357,566 
Contractual Short-term liabilities:       
     Other Central Bank Obligations .....................................................................................................    423   319 

Total short-term liabilities .........................................................................................................   Ps. 423  Ps. 319 

Accrued interest (3) ...............................................................................................................................    35,883   254,024 

  Ps. 3,025,977  Ps. 8,611,909 

 
(1) See Note 31 ñCompensation to financial institutionsò. 
 
(2) Accrued interest on the advance for the purchase of the Hedge Bond was Ps. 28,840 and Ps. 239,077 as of 

December 31, 2006 and 2005, respectively.  

 
(3) At the end of fiscal year 2006, the Argentine Central Bank's Financial Assistance had a contractual schedule     
     maturing in 2009, but the Bank prepaid the Argentine Central Bank debt in the following tranches: 

 
January  2007ééééééééééééééééé.  1,762,671 
February 2007ééééééééééééééééé  29,335 
March 2007éééééééééééééééééé.  889,667 

 Ps. 2,681,673 
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14. Other Liabilities Resulting from Financial Brokerage- Banks and International Entities, and 

Loans from Domestic Financial Institutions. 
 
The Bank also borrows funds under different credit arrangements from local and foreign banks and 
international lending agencies as follows: 
 

   
  December 31, 

  2006  2005 

Description       
Bank and International Entities       

       Contractual long-term Liabilities       
              Floating Rate Bank Loans 2010 (i)  ...................................................................       Ps. 124,986  Ps. 140,720 
              Floating Rate Bank Loans 2014 (ii)....................................................................     249,896   261,877 
              Commodity Credit Corp (C.C.C) 2014 (iii)  .........................................................    290,793   286,779 
              Floating Rate Bank Loans 2019 (iv)  ..................................................................    40,368   37,903 
              Internacional Finance Corp. (I.F.C.) ...................................................................    79,237   - 
              New York Branch ..............................................................................................    9,932   19,618 
              Other lines from foreign banks...........................................................................    3,668   15,158 

                   Total long-term liabilities ...............................................................................   Ps. 798,880  Ps. 762,055 

       
   Contractual short-term liabilities:       

         Other lines from foreign banks  .........................................................................    45,383   - 

                   Total short-term liabilities ..............................................................................   Ps. 45,383  Ps. - 

       

Total Banks and International Entities ....................................................   Ps. 844,263   Ps. 762,055 

       
Domestic and Financial Institutions       

Contractual long-term liabilities:       
       BICE (Banco de Inversión y Comercio Exterior)  .................................................    37,135   70,056 
       Other lines from domestic banks .........................................................................    109,455   89,603 

                   Total long-term liabilities  ..........................................................   Ps. 146,590  Ps. 159,659 
       

 Contractual short-term liabilities:       
       Other lines from credit from domestic banks  ......................................................    134,465   60,763 

                   Total short-term liabilities ..............................................................................   Ps. 134,465  Ps. 60,763 

       

Total Domestic and Financial Institutions ...............................................   Ps. 281,055  Ps. 220,422 

       

TOTAL........................................................................................................   Ps. 1,125,318  Ps. 982,477 

 
Accrued interest on the above liabilities in the amount of Ps. 26,895 and Ps. 20,996 as of December 31, 
2006 and 2005, respectively, is included in "Othersò under the caption "Other Liabilities Resulting from 
Financial Brokerage" in the accompanying balance sheet. 

 

Loans for Ps. 37,135 from Banco de Inversión y Comercio Exterior (BICE) for financing investment 
projects, increasing the export capacity and financing the Global Multisectorial Credit Program carry 
interest at floating rates (Libor) for loans in dollars, with original maturity ranging between 4 years and 5 
years, and adjusted by CER plus 4% for borrowing in pesos, with original maturities of 6 years. 
 
Long-term debt of Ps. 908,335 corresponds mainly to: (a) debt issued as a result of the Bankôs foreign debt 
restructuring completed in May 2004 for Ps. 706,043, (b) restructured New York branchôs debt for Ps. 9,932  
(c) debt with domestic banks for Ps. 109,455 of the regional credit-card companies, and (d) a line of credit 
from the IFC for Ps. 79,237, for financing investment projects. 
 
As part of its debt restructuring, the Bank exchanged its original loans to the CII, IFC, FMO and other 
foreign banks  for the following obligations: 
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(i) Ps. 124,986 of Libor plus 350 basis points loans due in 2010 with 8 biannual payments, 

starting  July 1st., 2006. 
 
(ii) Ps. 249,896 of Libor plus 85 basis points loans due in 2014 with biannual payments starting  

January 1, 2010. 
 

(iii) Ps. 290,793 of fixed rate step-up loans due in 2014 with biannual payments, starting in July 1, 
2010. The interest rate will increase 100 basis points annually starting with 3% in 2004, 
through 7% in 2008 and thereafter: 

 
(iv) Ps. 40,368 of Libor plus 578 basis points loans due in 2019 with a bullet payment. 

 
As of December 31, 2006, maturities of the above long-term loans for each of the following five fiscal years 
and thereafter were as follows: 
 

Contractual long-term Liabilities   
 2007éééééééééééééééééééé..  212,954 
 2008éééééééééééééééééééé..  84,691 
 2009éééééééééééééééééééé..  40,381 
 2010éééééééééééééééééééé..  143,777 
 2011éééééééééééééééééééé..  120,153 
Thereafteréééééééééééééééééé.  343,514 

 Ps. 945,470 

                              
As of December 31, 2006, the Bank had available lines of credit with the IFC for approximately U$S 15.0 
million. 
 
15.  Other Liabilities Resulting from Financial Brokerage - Negotiable Obligations. 
 

The amounts outstanding and the terms corresponding to outstanding negotiable obligations at the dates 
indicated were as follows: 
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   Annual  December 31,    

Negotiable Obligations (1) Maturity  
Interest 

Rate  2006  2005 

Contractual Long-term liabilities:          

9% Notes Due 2003(*) 2003  9.00%   13,488   19,356 
   (Semi-annual interest, principal payable at maturity)           
4

th
 Series Floating Rate Notes Due 2005 2005  4.00%   -   2,695 
(Semi-annual interest, principal payable every six      
months)  

     
  

  
  

6
th
 Series 7.875% Notes Due 2007 2007  7.88%   74,318   146,795 

    (Semi-annual interest, principal payable at 
maturity) 

         

7
th
 Series Floating Rate Notes Due 2007 ï Libor + 

400 BP 2007 
 

9.51%   44,161   87,229 
   (Semi-annual interest, principal payable at maturity)          
Tarjeta Naranja Class I 2007  CER+1.68%   40,781   40,781 
   (Quarterly interest, principal payable in June 2007, 
September 2007 and December 2007) 

         

Banco Galicia ï Note 2010 ï Libor +350  BP 2010  9.14%   941,990   1,059,917 
   (Semi-annual interest)           
Banco Galicia Uruguay S.A. Unsubordinated                 

(restructured deposits)  
Between
2007and

2011  

Between  
2% and  

7% 

  

157,675 

  

172,935 
(Annual interest, principal payable every year)          

Banco Galicia ï Note 2014 2014  5.00%   1,083,821   1,391,707 
  (Semi ï annual interest)           

Banco Galicia ï Subordinated Note 2019 2019  11.00%   777,617   431,024 
(Semi-annual interest, principal payable at maturity)          
Tarjeta Naranja Class II 2008  17.00%   80,150   - 
  (Interest fixed, semi-annual interest- principal 
payable every six months)      

 
    

Tarjeta Naranja Class IV 2011  15.50%   307,900   - 
  (Interest fixed, semi-annual interest- principal 
payable every six months)           

Total long-term liabilities     Ps. 3,521,901  Ps. 3,352,439 

      

 
 
Contractual Short-term liabilities: 

         

          
Tarjeta Cuyanas S.A. Class XVII 
     (Fixed Interest, principal payable at maturity) 

2007  12.46%   34,613   - 

Tarjeta Naranja Class III  
      (Interest fixed, principal payable at maturity) 

2007  7.00%   30,519   - 

Tarjeta Naranja Class II  
     (Semi-annual interest, principal payable at 
maturity) 

2006  11.00%   -   41,433 

Tarjeta Naranja Class III  
     (Bimonthly interest, principal payable in July 2006, 
September 2006 and November 2006) 

2006  CER + 
1.75% 

  -   41,020 

Tarjeta Naranja Class IV  
     (Semi-annual interest, principal payable at 
maturity) 

2006  6.50%   -   27,034 

Tarjeta Cuyanas S.A. Class XVI  
     (Quarterly Interest, principal payable at maturity) 

2006  CER + 
1.50% 

  -   21,532 

Total short-term liabilities .........................................       65,132   131,019 

     Ps. 3,587,033  Ps. 3,483,458 

 

(1) Only principal, except for Subordinated Obligations which include accrued interest for Ps. 39,435.  
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As of December 31, 2006, interest and principal on all of the above debt securities were payable in U.S. 
dollars except for Tarjeta Naranjaôs Class I, II and III Notes and Tarjetas Cuyanasô Class XVII Notes, which 
were payable in Pesos. 
 
Accrued interest on the above liabilities for Ps. 88,978 and Ps. 86,171 as of December 31, 2006 and 2005, 
respectively, was included in "Other" under the caption "Other Liabilities Resulting from Financial 
Brokerage " in the accompanying balance sheet. 
 
As of December 31, 2006, Long-term Negotiable Obligations were as follows: 
 
(i) Ps. 74,318 of fixed-rate debt and Ps. 44,161 of floating-rate debt, corresponding to the Bank's 

former New York branchôs restructured debt  
(ii) Ps. 13,488 of past due debt corresponding to ñ9% notes due 2003ò (*) 
(iii) Ps. 157,675 negotiable obligations issued by Galicia Uruguay to restructure deposits, due 2008 

and 2011 
(iv) Ps. 941,990 and Ps. 1,083,091 of restructured foreign debt of the Bank, corresponding to 2010 

Notes and 2014 Notes, respectively  
(v) Ps. 777,617 of debt issued as subordinated negotiable obligations, due 2019, corresponding to the 

restructured foreign debt of the Bank 
(vi) Ps. 40,781, Ps. 80,150 and Ps. 307,900 of Tarjeta Naranja S.A.ôs negotiable obligations, due 

2007, 2008 and 2011, respectively 
 
The obligations assumed under conditions of above items (iv) and (v), corresponded to exchanged debt 
from international entities (IFC, IIC and FMO), with original range of interest rates between 3.25% and 
5.56%, and maturities between 2002 and 2009, and holders of prior issues, with interest rates between 4% 
and 9%. 
 
Long-term negotiable obligations as of December 31, 2006 mature as follows: 

 

Past due (*) .........................................................................................................................................   13,488 

2007 ..................................................................................................................................................................................   495,088 

2008 ..................................................................................................................................................................................   413,153 
2009 ..................................................................................................................................................................................   379,901 
2010 ...............................................  486,180 
2011 ...............................................  354,351 
Thereafter ..........................................................................................................................................................................   1,379,740 

Total ..................................................................................................................................................................................  Ps. 3,521,901 

 

(*) Corresponds to past due debt not yet restructured. 

16.  Directors' and Syndics' Fees. 
 

The breakdown of the caption "Directors' and Syndics' Fees" in the income statement was as follows: 

  

  December 31, 

 2006  2005  2004 

Grupo Galicia directors' fees ...................................................................................................................................................................................................................................  Ps. 279  Ps. 210  Ps. 80 

Grupo Galicia syndics' fees .....................................................................................................................................................................................................................................   423   454   169 

Banco Galicia directors'  fees ..........................................................................................................................................................................................................   426   390   260 

Banco Galicia syndics' fees .............................................................................................................................................................................................................   605   550   425 
Subsidiary companies directors' and syndics' 
fees .................................................................................................................................................................................................................................................   4,256  

 
4,189  

 
3,106 

 Ps. 5,989  Ps. 5,793  Ps. 4,040 
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As of December 31, 2005, the Other Income and Expenses caption included a one-time charge of Ps. 
12,000, in recognition of the efforts of Banco Galiciaôs Board of Directors during the period between July 
2001 and December 2004. 
 
 

17. Contributions to the Bank Employeesô Social Services Institute (the ñISSBò). 
 
The 2% contribution on interest and fees received by banks established by Section 17, paragraph f), of Law 
No. 19,322, was reduced to 1% beginning July 1, 1996, and beginning July 1, 1997, it was finally 
eliminated by Decrees No. 263/96 and 915/96. In addition, Decree No. 336/98 dated March 26, 1998, of 
the National Executive Branch, confirmed the elimination of the Bank Employeesô Social Services Institute 
(I.S.S.B.) and the creation of a new institution called Bank Employeesô Health Care System (O.S.B.A.), 
which was not the successor of the I.S.S.B.  

 
In April 1998, O.S.B.A. filed a final claim against the Bank claiming to be the successor of the I.S.S.B.; in 
response to this, the Bank brought legal action calling for a stay before the Federal Court of First Instance 
on Social Security Matters No. 5, requesting that a resolution be issued stating that this contribution had 
been repealed, and that O.S.B.A. was not the successor of the I.S.S.B.. Also, it requested a preliminary 
injunction, which was granted, which prevented O.S.B.A. from bringing legal action or making verifications 
on the grounds of Section 17, clause f) of Law No. 19,322 until a final judgment is issued. The preliminary 
injunction was confirmed. The lower and upper courts rendered a judgment stating that O.S.B.A.  was not 
the successor of I.S.S.B. and that, therefore, it was not entitled to claim or collect said contribution. This is 
a final judgment and has already been confirmed.  

 
In addition, O.S.B.A. has brought a declaratory action before the federal administrative litigation jurisdiction 
against all institutions in the financial system, claiming annulment of the decrees that eliminated the 
contribution to said institution. Considering that a risk exists as to the interpretations that courts may make 
of this dispute, the Bank has agreed to seek an agreement on those disputed or doubtful rights, without this 
involving any recognition of rights, but involving O.S.B.A.ôs abandonment of the abovementioned legal 
action and of any other judicial and/or administrative action, whether filed or to be filed in the future, in 
connection with this issue. 

 
This agreement has been approved by the Federal Court of First Instance on Administrative Litigation No. 4 
in the case identified above, which represents a limitation of the potential risk an unfavourable resolution 
would entail. 
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18. Balances in Foreign Currency. 
 
The balances of assets and liabilities denominated in foreign currencies (principally in U.S. dollars) were as 
follows: 

 
  December 31, 

  2006  2005 

Assets:     
Cash and due from banks .......................................................................................   Ps. 932,081  Ps. 514,267 
Government and corporate securities .....................................................................    2,635,633   657,708 
Loans .....................................................................................................................    1,753,911   1,038,424 
Other receivables resulting from financial brokerage...............................................    1,327,009   4,504,840 
Equity investments in other companies ...................................................................    3,099   4,823 
Miscellaneous receivables ......................................................................................    169,530   74,825 
Bank premises and equipment ...............................................................................    10,998   11,362 
Intangible assets .....................................................................................................    907   898 
Miscellaneous assets..............................................................................................    40   39 
In process items .....................................................................................................    13   239 

     Other assets ...................................................................................................     242   - 

Total  ..........................................................................................................................   Ps. 6,833,463  Ps. 6,807,425 

 
 
Liabilities: 

      

Deposits...................................................................................................................   Ps. 1,523,622  Ps. 1,309,353 
Other liabilities resulting from financial brokerage ....................................................    4,374,748   4,439,786 
Sundry liabilities .......................................................................................................    15,776   12,662 
Subordinated Negotiable Obligations...............................................................   777,617   431,024 
Provisions ................................................................................................................    841   831 
In process items .......................................................................................................    128   3,219 

    Other Liabilities ......................................................................................................    90   - 

Total ..........................................................................................................................   Ps. 6,692,822  Ps. 6,196,875 

 
19. Transactions with Related Parties.  
 
Grupo Galicia entered into certain transactions with subsidiaries and equity-method investees during the 
fiscal years ended December 31, 2006, 2005 and 2004, with the following revenues and expenses: 
 

  December 31, 

  2006  2005  2004 

       
Revenues recognized (*) ........................................................................................   Ps. 22,399  Ps. 32,342  Ps. 34,162 
Expenses incurred ..................................................................................................    1,762   1,078   959 

 
(*) Interests and adjustments from time deposits of Banco Galicia Ps. 622 as of December 31, 2005, interests from negotiable 
obligations of Banco Galicia Ps. 21,302 and Ps. 30,898 as of December 31, 2006 and 2005, respectively, and interest from negotiable 
obligations of Galicia Uruguay Ps. 16 as of December 31, 2006. 

 
Additionally, the Group, in accordance with the resolution of its Shareholders´ Meeting held on April 22, 
2004, has provisioned and paid the personal assets tax of the Groupôs shareholders for fiscal year 2006, 
2005 and 2004, which amounted to Ps. 3,623, Ps. 3,669 and Ps. 3,674, respectively. 
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20. Breakdown of Captions Included in the Income Statement. 
 
  
  December 31, 

 2006  2005  2004 

Financial Income 
   

 
  

   

Interest on other receivables resulting from 
financial  brokerage:   

 
  

   

Interest on purchased certificates of deposits ............................   3,667   4,367   3,006 
Compensatory Bond .................................................................   150,737   133,446   69,541 
Additional interest on current accounts and special 
accounts with the Argentine Central Bank .................................   14,811 

 
 16,453 

  
6,816 

Other ........................................................................................   2,663   11,629   10,654 

 Ps. 171,878  Ps. 165,895  Ps. 90,017 

         

 
Other         
Difference in quotation of gold and foreign currency 
transactions ..............................................................................   76,166 

 
 58,734 

  
51,426 

Premiums on foreign currency transactions...............................   3,548   3,865   - 
Interest on pre-export and export financing ...............................   34,669   21,501   12,514 
Result from other credits by financial brokerage ........................   -   -   62,876 
Other ........................................................................................   34,477   15,126   5,285 

 Ps. 148,860  Ps. 99,226  Ps. 132,101 

         
Financial Expenses 
   

 
  

  
 

Interest on other liabilities resulting from 
financial brokerage:   

 
  

  
 

Discounts on negotiable obligations ..........................................   -   102   352 
Interest on negotiable obligations ..............................................   225,903   182,394   38,956 
Interest on other liabilities resulting from financial 
brokerage from other banks and international entities ...............   100,559 

 
 86,780 

  
133,250 

 Ps. 326,462  Ps. 269,276  Ps. 172,558 

         
Other interest:         
Interest on Argentine Central Bank loans ..................................                                          109,459   193,426   - 
Interests on financial assistance................................................    -   -   199,079 
CER adjustment on Argentine Central Bank 
advances ..................................................................................   69,156 

  
79,124 

  
56,582 

Other ........................................................................................   96,894   61,848   67,584 

 Ps. 275,509  Ps. 334,398  Ps. 323,245 

         
Other:         
Adjustment valuation public sector loans ...................................   122,261   -   - 
Contributions to the deposit insurance system ..........................   15,771   12,059   15,176 
Premiums on repo transactions .................................................   34,586   16,235   4,423 
Contributions and taxes on financial income .............................   52,865   36,700   33,656 
Charge for impairment of loans .................................................   -   -   3,720 
Other ........................................................................................   2,754   4,019   169 

 Ps. 228,237  Ps. 69,013  Ps. 57,144 

         



Grupo Financiero Galicia S.A. and Subsidiaries 
        
            Notes to the Consolidated Financial Statements  

 For the fiscal years ended December 31, 2006, 2005 and 2004 
(Expressed in thousands of Argentine pesos) 

 

 

F-35 

   
 

 
Income from services         
Other         
Commissions on credit cards ....................................................   279,598   198,086   167,831 
Safety rental ..............................................................................   10,007   7,928   6,230 
Insurance premiums .................................................................   39,296   26,503   20,865 
Other ........................................................................................   39,092   36, 589   28,632 

 Ps. 367,993  Ps. 269,106  Ps. 223,558 

         
         
Expenses for services         
Other         
Gross revenue taxes .................................................................  Ps. 36,671  Ps. 25,269  Ps. 23,960 
Linked with credit cards .............................................................   58,342   33,609   21,996 
Other ........................................................................................   5,278   9,187   5,904 

 Ps. 100,291  Ps. 68,065  Ps. 51,860 

Administrative expenses         
Other operating expenses         
Rentals .....................................................................................   28,032   21,036   17,141 
Electricity and communications .................................................   41,104   31,115   27,082 
Amortization of organization and development 
expenses ..................................................................................   34,904 

  
36,480 

  
47,235 

Depreciation of bank premises and equipment ..........................   37,095   36,450   38,091 
Maintenance and repair expenses ............................................   31,979   27,905   24,929 
Other operating expenses .........................................................   43,902   34,237   25,505 

 Ps. 217,016  Ps. 187,223  Ps. 179,983 

 
Miscellaneous income         
Other         
Interest on miscellaneous receivables............................  58,143   15,426   15,461 
Premiums and commissions from insurance business ..............    59,984   64,913   89,315 
Other ........................................................................................   33,049   30,722   29,572 

 Ps. 151,176  Ps. 111,061  Ps. 134,348 

Miscellaneous losses         
Other         
Claims.......................................................................................   1,288   1,303   1,270 
Amortization of goodwill ............................................................   20,478   24,574   25,499 
Commissions and expenses on insurance business .................   53,074   54,476   78,511 
Other ........................................................................................   13,483   44,185   51,839 

 Ps. 88,323  Ps. 124,538  Ps. 157,119 

 
21. Income Taxes. 
 

Income tax estimated for the fiscal years ended December 31, 2006, 2005 and 2004, amounted to Ps. 
94,238, Ps. 19,302 and Ps. 43,818, respectively. The statutory income tax rate as of December 31, 2006, 
2005 and 2004, was 35%. As of December 31, 2006, the Group had tax loss carryforwards in the 
approximate amount of Ps. 1,539,874 that may reduce future year's taxable income for income tax 
purposes. Such tax loss carryforwards expire over the following five years. 
 
As of December 31, 2006 and 2005, the consolidated Groupôs MPIT available to credit against future 
income tax amounts to Ps. 218,884 and Ps. 170,989, respectively. Such MPIT expire over the following ten 
years. 
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22. Shareholders' Equity and Restrictions Imposed on the Distribution of Dividends. 
 

The distribution of retained earnings in the form of dividends is governed by the Corporations Law and 
Resolution 368/01 of the CNV. These rules obligate Grupo Galicia to transfer 5% of its net income to a 
legal reserve until the reserve reaches an amount equal to 20% of the company's capital stock. 
 
In the case of Banco Galicia, Argentine Central Bank rules require 20% of the dividends shown in the 
income statement plus (less) prior year adjustments to be allocated to a legal reserve.  
 
This proportion applies regardless of the ratio of the legal reserve to the capital stock. Should the legal 
reserve be used to absorb losses, dividends shall be distributed only if the value of the legal reserve 
exceeds 20% of the capital stock plus the capital adjustment. 
 
The Argentine Central Bank modified the criteria for the distribution of dividends by financial institutions. 
According to the new rules, dividends can be distributed up to the positive amount resulting after deducting 
from retained earnings the reserves that may be legally and statutory required, as well as the following 
items: the difference between the book value and the market value of a financial institutionôs portfolio of 
public sector assets, the amount of the asset representing the losses from lawsuits related to deposits and 
any adjustments required by the external auditors or the Argentine Central Bank to be recognized. 
 
In addition, to be able to distribute dividends, a financial institution must comply with the capital adequacy 
rule, with the minimum capital requirement and the regulatory capital calculated with the purpose to 
determinate its ability to distribute dividends, by deducting from its assets and retained earnings all the 
items mentioned in the paragraph above, as well as the asset recorded in connection with the MPIT and 
the amounts allocated to the repayment of long-term debt instruments computable as core capital. 
 
In addition, in such calculation, a financial institution will not be able to compute the temporary reductions in 
the capital required to cover the exposure to the public sector and interest rate risk (governed by the alfa 1 
and alfa 2 coefficients) that are currently in effect, as well as any other regulatory forbearance that the 
Argentine Central Bank may provide, affecting minimum capital requirements, computable regulatory 
capital or a financial institutionôs capital adequacy, and the amount of profits that it wishes to distribute. 
 
Dividend distribution will require the prior authorization of the Argentine Central Bank, which intervention 
will have the purpose of verifying that the aforementioned requirements have been fulfilled. 
 
Loan agreements entered into by the Bank as part of its foreign debt restructuring limit the Bankôs ability to 
directly or indirectly declare or pay dividends, or make distributions in relation to shares of common stock, 
except for stock dividends or distributions. It was also established that such restriction will not apply to 
dividends paid to said entity by a consolidated subsidiary. 
 
Notwithstanding this, those agreements contemplate that the Bank may directly or indirectly declare or pay 
dividends, and may permit its subsidiaries to do so, if: (i) no default or event of default has taken place and 
continues to take place immediately before and after such payment has been made; (ii) the total 
outstanding senior debt were to be equal to or less than fifty percent (50%) of the amount of originally 
issued total senior debt; and (iii) the Bank were to repay two U.S. dollars (US$ 2) of long-term debt 
principal for each U.S. dollar (US$ 1) paid as dividends. 
 
In turn, the shareholders of Tarjeta Naranja S.A., during the Ordinary and Extraordinary Shareholdersô 
Meeting held on March 16, 2006, set forth the following policy for the distribution of dividends: a) to keep 
under retained earnings those retained earnings corresponding to fiscal years prior to 2005 and, 
therefore, not to distribute them as dividends, and b) to set the maximum limit for the distribution of 
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dividends at 25% of the realized and liquid profits of each fiscal year from and after fiscal year 2005. 
These restrictions shall remain in force as long as this company's shareholder's equity is below Ps. 
300,000. 
 
Also, Tarjeta Naranja S.A. agreed, pursuant to the terms and conditions of the Class II and IV Negotiable 
Obligations, not to distribute profits exceeding 50% of net income accrued during the fiscal year closest to 
the distribution date for which financial statements are available. 
 
In addition, Tarjeta Naranja S.A. has entered into a credit agreement with certain financial institutions 
thereby committing not to distribute or pay dividends for an amount higher than 25% of retained earnings 
and not to make any distribution whatsoever if it fails to comply with any of its obligations therein. 
 
 
23. Minimum Capital.  
 

Grupo Galicia is not subject to the minimum capital requirements established by the Argentine Central 
Bank. 
 
In addition, Grupo Galicia meets the minimum capital requirements established by the Corporations Law, 
which amount to Ps. 12. 
 
Pursuant to Argentine Central Bank regulations, Banco Galicia is required to maintain a minimum capital, 
which is calculated by weighting the risks related to assets and to the balances of bank premises and 
equipment and miscellaneous and intangible assets. 
 
As called for by Argentine Central Bank regulations, as of December 31, 2006 and 2005, the minimum 
capital requirements were as follows: 
 

 Minimum Capital. Computable Capital. 
Computable Capital as a % 

of Minimum Capital. 

December 31, 2006 ....................................................  Ps. 1,084,313 Ps. 1,861,559 171.68 
December 31, 2005 ....................................................  Ps. 881,546 Ps. 1,885,211 213.85 

 
Communiqu® ñAò 3911 and supplementary regulations state that, as of January 1, 2006, a financial 
institutionôs total exposure to the non-financial public sector must not exceed 40% of its total assets and 
that, as of July 1, 2007, it must not exceed 35%. 
 
According to said Communiqué, the Bank has presented a plan in order to comply with said rule, which has 
been approved  by the Argentine Central Bank on February 28, 2006. 

 
As of December 31, 2006, the Bank was in compliance with said plan. 

 
Also, instances of the regulations on credit risk division and credit adjustment have been observed which, 
in turn, brought about an increase in the minimum capital requirement to cover credit risk. 
 
24. Earnings per Share. 
 

Earnings per share are based upon the weighted average of common shares outstanding of Grupo Galicia 
in the amount of 1,240,932 for the fiscal year ended December 31, 2006, 1,241,407 for the fiscal year 
ended December 31, 2005, and 1,185,227 for the fiscal year ended December 31, 2004.  
 
Earnings (loss) per share for the fiscal years ended December 31, 2006, 2005 and 2004, were (0.015), 
0.086 and (0.093), respectively. 
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As of December 31, 2006, 2005 and 2004, there were no convertible negotiable obligations outstanding 
and therefore for the purposes of calculating earnings per share Grupo Galicia had a simple capital 
structure. 

 
25. Contribution to the Deposit Insurance System. 
 

Law No. 24,485 and Decree No. 540/95 established the creation of the Deposit Insurance System to cover 
the risk attached to bank deposits, in addition to the system of privileges and safeguards envisaged in the 
Financial Institutions Law. 

 

The National Executive Branch through Decree No. 1127/98 dated September 24, 1998, extended this 
insurance system to demand deposits and time deposits of up to Ps. 30 denominated either in pesos 
and/or in foreign currency. 

 

This system does not cover deposits made by other financial institutions (including time deposit certificates 
acquired through a secondary transaction), deposits made by parties related to Banco Galicia, either 
directly or indirectly, deposits of securities, acceptances or guarantees and those deposits set up after July 
1, 1995, at an interest rate exceeding the one established regularly by the Argentine Central Bank based 
on a daily survey conducted by it. Also excluded are those deposits whose ownership has been acquired 
through endorsement and those placements made as a result of incentives other than the interest rate. 
This system has been implemented through the creation of the Deposit Insurance Fund (ñFGDò), which is 
managed by a company called Seguros de Depósitos S.A. (SEDESA). The shareholders of SEDESA are 
the Argentine Central Bank and the financial institutions, in the proportion determined for each one by the 
Argentine Central Bank based on the contributions made to the fund. 

 

As of January 1, 2005, the Argentine Central Bank set this contribution in 0.015%.  

 
As of December 31, 2006, 2005 and 2004, the standard contribution to the Deposits Insurance System 
amounted to Ps. 15,771, Ps. 12,059 and Ps. 15,176, respectively.  
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26.   Statements of Income and Balance Sheets. 
 

The presentation of financial statements according to the Argentine Central Bank rules differs 
significantly from the format required by the Securities and Exchange Commission under Rules 
210.9 to 210.9-07 of Regulation S-X (Article 9). The statements of income presented below 
discloses the categories required by Article 9 using Argentine Banking GAAP:  
 

  
  December 31, 

 2006  2005  2004 

Interest income:         

Interest and fees on loans (*) ....................................................  Ps. 1,337,273  Ps. 1,377,432  Ps. 1,133,195 
Interest and dividends on investment securities: 
Tax-exempt .............................................................................. :  54,380   185,854   (5,008) 
Interest on interest bearing deposits with other 
banks ........................................................................................   874   68   44 
Interest on other receivables from financial 
brokerage .................................................................................   272,635   261,488   133,150 
Government securities and other trading gains 
(loss), net ..................................................................................   258,098   491,404   (4,337) 

Total interest income .................................................................   1,923,260   2,316,246   1,257,044 

         
Interest expense         
Interest on deposits...................................................................   440,784   266,759   143,533 
Interest on securities sold under agreements to 
repurchase ................................................................................   34,586   16,235   4,423 
Interest on short-term liabilities from financial 
intermediation ...........................................................................   60,032   42,806   27,543 
Interest on long-term liabilities from financial 
intermediation (*) ......................................................................   1,124,644   1,470,250   869,571 

Total interest expense ...............................................................   1,660,046   1,796,050   1,045,070 

         
Net interest income ...................................................................   263,214   520,196   211,974 

         
Provision for loan losses Net .....................................................   28,628   (54,512)   (130,651) 

Net interest income /(expense) after provision for 
loan losses ................................................................................   234,586   574,708   342,625 

(*) Includes CER/CVS adjustments. 
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  December 31, 

 2006  2005  2004 

Non-interest income:         

Service charges on deposit accounts ..........................................  Ps. 125,687  Ps. 102,606  Ps. 80,364 
Credit-card service charges and fees ..........................................   316,324   253,688   225,654 
Other commissions .....................................................................   435,109   325,988   250,134 
Income from equity in other companies .......................................   -   6,662   2,990 
Premiums and commissions on insurance 
business .....................................................................................   59,984   64,913   91,776 
Other ..........................................................................................   312,622   131,410   132,856 

Total non-interest income ............................................................  Ps. 1,249,726  Ps. 885,267  Ps. 783,774 

         

 
Non-interest expense:         

Commissions ..............................................................................   144,240   90,720   65,351 
Salaries and social security charges ...........................................   415,406   330,428   241,980 
Fees and external administrative services ...................................   102,799   82,910   62,127 
Depreciation of bank premises and equipment ............................   37,095   36,450   38,091 
Personnel services......................................................................   46,622   30,018   27,037 
Rentals .......................................................................................   28,032   21,036   17,141 
Electricity and communications ...................................................   41,104   31,115   27,082 
Advertising and publicity .............................................................   84,507   68,132   37,796 
Taxes ..........................................................................................   158,352   113,005   113,754 
Amortization of organization and development 
expenses ....................................................................................   34,904   36,480   47,235 
Loss from equity in other companies ...........................................   14,362   -   - 
Maintenance and repair expenses ..............................................   31,979   27,905   24,929 
Minority interest ..............................................................................................................   19,016   34,609   14,302 
Commissions and expenses on insurance 
business .....................................................................................   53,072   60,903   80,939 
Amortization of "Amparo claims"..........................  -   122,279   121,010 
Other Provisions and reserves.............................  62,424   99,754   134,135 
Other ..........................................................................................   135,074   147,691   139,543 

Total non-interest expense ..........................................................  Ps. 1,408,988  Ps. 1,333,435  Ps. 1,192,452 

Income / (loss) before tax expense .............................................   75,324   126,540   (66,053) 
Income tax expense ....................................................................   (94,238)   (19,302)   (43,818) 

Net (loss) / income  .....................................................................  Ps. (18,914)  Ps. 107,238  Ps. (109,871) 
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Argentine Central Bank rules also require certain classifications of assets and liabilities, which are 
different from those required by Article 9. The following balance sheet presents Grupo Galicia's 
balance sheet as of December 31, 2006 and 2005, as if they had followed Article 9 balance sheet 
disclosure requirements using Argentine Banking GAAP. 
 
 December 31, 

 2006  2005 

Assets:      

Cash and due from banks ..........................................................................................  Ps. 2,308,819  Ps. 1,045,735 
Interest-bearing deposits in other banks ....................................................................   607,998   212,851 
Federal funds sold and securities purchased under 
resale agreements or similar agreements ..................................................................  

 
204,191 

  
284,787 

Trading account assets..............................................................................................   208,188   789,985 
Available for sale securities .......................................................................................   5,993,795   6,605,532 
Loans ........................................................................................................................   10,186,582   11,067,481 
Allowances for loan losses ........................................................................................   (329,562)   (539,894) 
Fixed assets ..............................................................................................................   490,290   484,198 
Compensatory and Hedge Bonds to be received .......................................................   401,335   4,154,989 
Other assets ..............................................................................................................   3,798,049   1,750,235 

        Total assets ............................................................................................................  Ps. 23,869,685  Ps. 25,855,899 

      
Liabilities and Shareholders' Equity:      

Deposits ....................................................................................................................  Ps. 10,692,751  Ps. 8,370,590 
Short-term borrowing .................................................................................................   281,286   446,125 
Other liabilities ...........................................................................................................   3,480,026   2,380,839 
Long-term debt ..........................................................................................................   7,457,042   12,631,719 
Commitments and contingent liabilities ......................................................................   182,927   254,351 
Minority interest in Consolidated Subsidiaries ............................................................   167,185   145,499 
Common stock ..........................................................................................................   1,241,407   1,241,407 
Other shareholders' equity .........................................................................................   367,061   385,369 

        Total liabilities and shareholders' equity ..................................................................  Ps. 23,869,685  Ps. 25,855,899 

 
The carrying value and market value of each classification of available-for-sale securities in the 
Article 9 balance sheet were as follows. 
 
  

  

 December 31, 2006  December 31, 2005 

 Carrying value  

 
Unrealized 

Gains/(Losses)  Market value 

 
 

Carrying value  

 
Unrealized 

Gains/(Losses)  

 
 

Market value 

BODEN 2012 Bonds ï 
Compensatory Bond and Hedge 
Bond ........................................................................................................................   3,582,858   89,441   3,394,991 

 

 987,951   104,757   876,661 

Fiscal Credit Certificate (1)  ..............................................................................................   -   -   -   34,458   -   34,458 

Bogar Bonds  .................................................................................................   426,851   168,908   397,660   3,823,299   1,531,789   3,366,792 

GalTrust I  .....................................................................................................   571,582   (7,443)   355,721   536,509   (74,673)   253,418 

Discount Bonds ............................................................................................    691,929   125,251   387,604   705,746   56,581   311,655 

Other assets ..................................................................................................   720,575   (19,356)   678,612   517,569   (10,204)   507,365 

TOTAL  .........................................................................................................................  Ps. 5,993,795  Ps. 356,801  Ps. 5,214,588  Ps. 6,605,532  Ps. 1,608,250  Ps. 5,350,349 

 
 (1) These instruments can be used to repay taxes, including the value-added tax 
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The maturities as of December 31, 2006, of the available-for-sale government securities and the 
GalTrust I and other assets included in the Article 9 balance sheet were as follows: 
 
  
 December 31, 2006 

 Carrying Value  
Maturing within 

1 year  

Maturing after 1 
year but within 

5 years  

Maturing after 
5 years but within 

10 years  

 
Maturing after 

10 years 

Boden 2012 Bonds ï Compensatory Bond and Hedge Bond .........................................................   3,582,858   597,143   2,388,572   597,143   - 
Bogar Bonds ................................................................................................................   426,851   22,466   110,457   228,964   64,964 
GalTrust I  ...........................................................................................................................................................   571,582   -   63   414,954   156,565 
Discount Bonds  ..................................................................................................................................................   691,929   -   -   -   691,929 
Other assets  .......................................................................................................................................................   720,575   323,876   353,479   37,753   5,467 

TOTAL..............................................................................................................................................................................  Ps. 5,993,795   943,485   2,852,571   1,278,814   918,925 

 
27. Operations by Geographical Segment. 
 

The main financial information, classified by country where transactions originate, is shown 
below. Most of the transactions originated in the Republic of Uruguay were with Argentine citizens 
and enterprises, and were denominated in U.S. dollars. Transactions between different 
geographical segments have been eliminated for the purposes of this Note. 
 

  
  December 31, 

 2006  2005  2004 

Total revenues:(*)         

   Republic of Argentina ................................................................................  Ps. 3,315,964  Ps. 3,196,626  Ps. 2,313,069 
   Republic of Uruguay..................................................................................   82,194   136,240   119,812 
   Grand Cayman Island ...............................................................................   -   1,009   2,362 
Net income (loss), net of monetary effects allocable 

to each country:   

 

     
   Republic of Argentina ................................................................................   (64,399)   4,639   (76,207) 
   Republic of Uruguay..................................................................................   45,485   99,804   (33,953) 
   Grand Cayman Island ...............................................................................   -   2,795   289 
Total assets:         
   Republic of Argentina ................................................................................   23,093,931   25,035,273   22,927,642 
   Republic of Uruguay..................................................................................   540,244   584,189   707,252 
   Grand Cayman Island ...............................................................................   -   16,262   15,660 
Fixed assets         
    Republic of Argentina ...............................................................................   479,184   472,832   477,227 
    Republic of Uruguay.................................................................................   11,106   11,366   11,955 
Miscellaneous assets         
    Republic of Argentina ...............................................................................   271,067   199,113   159,994 
    Republic of Uruguay.................................................................................   40   39   39 
Goodwill         
    Republic of Argentina ...............................................................................   65,165   85,003   115,080 
Other intangible assets         
    Republic of Argentina ...............................................................................   436,724   404,459   522,924 
    Republic of Uruguay.................................................................................   907   898   - 
Geographical segment assets as a percentage of 
total assets   

 

     
Republic of Argentina ..............................................................................   97,71%   97.66%   96.94% 
Republic of Uruguay ................................................................................   2,29%   2.28%   2.99% 
Grand Cayman Island .............................................................................   -   0.06%   0.07% 

 

(*) The caption Revenues include financial income, income from services and miscellaneous income. 
 
28. Financial Instruments with Off-Balance Sheet Risk. 
 
The Bank has been party to financial instruments with off-balance sheet risk in the normal course 
of its business in order to meet the financing needs of its customers. These instruments expose 
the Bank to credit risk above and beyond the amounts recorded in the consolidated balance 
sheets. These financial instruments include commitments to extend credit, standby letters of 
credit, guarantees granted and acceptances. 
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The Bank uses the same credit policies in making commitments, conditional obligations and 
guarantees as it does for granting loans. In management's opinion, the Bank's outstanding 
commitments and guarantees do not represent unusual credit risk. 
 
The Bank's exposure to credit loss in the event of non-performance by the counterparty to the 
financial instrument for commitments to extend credit, standby letters of credit, guarantees 
granted and acceptances is represented by the contractual notional amount of those investments. 
 
A summary of the credit exposure related to these items is shown below: 
 
 December 31, 

 2006  2005 

    
Commitments to extend credit ...............................................................................................  Ps. 624,847  Ps. 397,714 
Standby letters of credit .........................................................................................................   129,021   54,299 
Guarantees granted ...............................................................................................................   123,790   223,055 
Acceptances .........................................................................................................................   35,353   23,938 

 
Commitments to extend credit are agreements to lend to a customer at a future date, subject to 
the meeting of the contractual terms.  Commitments generally have fixed expiration dates or other 
termination clauses and may require payment of a fee.  Since many of the commitments are 
expected to expire without being drawn upon, total commitment amounts do not necessarily 
represent actual future cash requirements of the Bank.  The Bank evaluates each customer's 
creditworthiness on a case-by-case basis.  In addition to the above commitments, as of 
December 31, 2006 and 2005, the available purchase limits for credit card holders amounted to 
Ps. 8,316,269 and Ps. 5,140,826, respectively. 

 
Standby letters of credit and guarantees granted are conditional commitments issued by the Bank 
to guarantee the performance of a customer to a third party. 

 
Acceptances are conditional commitments for foreign trade transactions. 

 
The credit risk involved in issuing letters of credit and granting guarantees is essentially the same 
as that involved in extending loan facilities to customers.  In order to grant guarantees to its 
customers, the Bank may require counter-guarantees.  These financial customer guarantees are 
classified by type, as follows: 

 
  
 December 31, 

 2006  2005 

Preferred counter-guarantees ...........................................................................................  Ps. 32,783  Ps. 32,788 

Other counter-guarantees .................................................................................................   21,599   15,658 

 
The Bank accounts for checks drawn on it and other banks, as well as other items in process of 
collection, such as notes, bills and miscellaneous items, in memorandum accounts until such time 
when the related item clears or is accepted. In management's opinion, the risk of loss on these 
clearing transactions is not significant. The amounts of clearing items in process were as follows: 
 
  
 December 31, 

 2006  2005 

    
Checks drawn on the Bank ...............................................................................................  Ps. 162,986  Ps. 110,211 
Checks drawn on the other Bank ......................................................................................   187,358   193,267 
Bills and other items for collection .....................................................................................   1,184,353   896,801 
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As of December 31, 2006 and 2005, the trustsô funds amounted to Ps. 714,954 and Ps. 144,613, 
respectively. 

 
In addition, the Bank had securities in custody which as of December 31, 2006 and 2005, 
amounted to Ps. 6,109,324 and Ps. 5,522,535, respectively. 
 
As part of the Argentine Government debt restructuring that occurred in 2005, the Bank received 
in exchange for its holdings of ñMedium-Term External Notesò, Discount Bonds with a detachable 
derivative financial instrument from which payment amounts are derived from the growth of the 
Gross Domestic Product (ñGDP-Linked Unitsò). In November 2005, the GDP-Linked Units started 
trading separately from the Discount Bonds. 

 
29. Derivative Financial Instruments. 
 
As of December 31, 2006 and 2005, the options bought and sold were recorded at their exercise 
price in memorandum accounts. The premiums collected and/or paid have been accrued on a 
straight-line basis over the life of the contract. 
 

  

 Memorandum Accounts  Fair Value 

 December 31,  December 31, 

 2006  2005   2006  2005 

Option contracts:            

Written put options (1) Ps. 175,923  Ps. 184,801  Ps. 2,592  Ps. 7,977 

 
(1) As established by Section 4, subsection a and Section 6 of Decree 1836/02 and Argentine 
Central Bank Communiqué "A" 3828, in connection with the second exchange offered by the 
government to exchange restructured deposits for government bonds, the Bank granted an option 
to sell coupons to the holders of restructured deposits certificates who had opted to receive 
Boden 2013 Bonds, Boden 2006 Bonds and Boden 2012 Bonds in exchange for their certificates. 
 
The exercise price will be equal to that resulting from converting to pesos the face value of each 
coupon in U.S. dollars at a rate of Ps.1.40 per U.S. dollar adjusted by applying the CER, which 
arises from comparing the index at February 3, 2002 to that corresponding to the due date of the 
coupon. That value shall in no case exceed the principal and interest amounts in pesos resulting 
from applying the face value of the coupon in U.S. dollars at the buying exchange rate quoted by 
Banco de la Nación Argentina (Banco Nación) on the payment date of that coupon. 
 

The Mercado Abierto Electrónico (MAE) and the Mercado a Término de Rosario (ROFEX) have 
trading environments for the closing, recording and settlement of financial forward transactions 
carried out among its agents, the Bank being one of them. 

 

The general settlement method for these transactions does not require delivery of the traded 
underlying asset. Rather, settlement is carried on a daily basis for the difference, if any, between 
the closing price of the underlying asset and the closing price or value of the underlying asset 
corresponding to the previous day, the difference in price being charged to income. 

 

Currently, admitted transactions are the forward purchase and sale of U.S. dollars.  
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US dollars forward purchases are recorded under ñMemorandum Accounts ï Debit ïDerivatives ï 
Forward Purchases of Foreign Currency to be Settled in Pesos,ò totaling Ps. 475,338 and 12,125 
as of December 31, 2006 and 2005, respectively. US dollars forward sales are recorded under 
ñMemorandum Accounts ï Credit ï Derivatives ï Forward Sales of Foreign Currency to be 
Settled in Pesos,ò totaling Ps. 148,866 and Ps. 260,448 as of December 31, 2006 and 2005, 
respectively. 
 
Said transactions are recorded for the notional value traded. 
 
Balances pending settlement are recorded under ñOther Receivables from Financial Brokerageò 
and/or ñOther Liabilities Resulting from Financial Brokerageò, as the case may be. As of 
December 31, 2006, said balances amounted to Ps. 30,964 and Ps. 31,635, respectively, while 
as of December 31, 2005, they amounted to Ps. 709 and Ps. 418, respectively. 
 
 
30. Disclosure about Fair Value of Financial Instruments. 

 
Financial Accounting Standards No. 107 ("SFAS") "Disclosures about Fair Value of Financial 
Instruments" requires disclosures of estimates of fair value of financial instruments. These 
estimates were made at the end of December 2006 and 2005.  Because many of the Bank's 
financial instruments do not have a ready trading market from which to determine fair value, the 
disclosures are based upon estimates regarding economic and current market conditions and risk 
characteristics. Such estimates are subjective and involve matters of judgment and, therefore, are 
not precise and may not be reasonably comparable to estimates of fair value for similar 
instruments made by other financial institutions. 
 
The estimated fair values do not include the value of assets and liabilities not considered financial 
instruments.  

 
In order to determine the fair value, cash flows were discounted for each category or group of 
loans having similar characteristics, based on credit risk, guarantees and/or maturities, using 
rates offered for similar loans by the Bank as of December 31, 2006 and 2005, respectively. 
 
 
  
 2006   2005 

 Book Value  Fair Value   Book Value  Fair Value 

Derivative activities: (see Note 29)             

Liabilities .............................................................................................................  Ps. 175,923  Ps. 2,592   Ps. 184,801  Ps. 7,977 
             

Non derivative activities:             
Assets:             
Cash and due from banks (1) ..............................................................................  Ps. 2,294,849  Ps. 2,294,849   Ps. 1,041,158  Ps. 1,041,158 
Government securities (2)             

Trading .........................................................................................................   147,729   146,362    725,343   725,345 
Without quotation Securities ........................................................................   431,753   402,562    4,591,071   3,750,597 
Investment ...................................................................................................   2,608,827   2,473,029    650,924   577,599 

Loans (3) .............................................................................................................   10,514,552   10,322,756    10,555,176   9,717,621 
Compensatory and Hedge Bond to be received (4)  ...........................................   401,335   386,890    4.154.989   3,792,416 
Others (5) ............................................................................................................   5,305,353   4,744,340    2,113,060   1,774,363 
             

Liabilities:             
Deposits (6) .........................................................................................................  Ps. 10,779,369  Ps. 10,754,230   Ps. 8,421,660  Ps. 8,368,522 
Other liabilities resulting from financial              
Intermediation:             
Argentine Central Bank (7) ..................................................................................   3,025,977   2,741,104    8,850,986   7,675,211 
Banks and international entities and Loans from 
Domestic Financial Institutions (8) and       

 

     
Negotiable obligations (9)....................................................................................   4,834,673   4,814,875    4,580,435   4,120,395 

Others (10) ..........................................................................................................   2,741,920   2,734,267  
 

 1,413,316   1,403,830 
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The following is a description of the estimating techniques applied: 
 

(1) Cash and due from banks: By definition, cash and due from banks are short-term and do not 
possess credit loss risk. The carrying values as of December 31, 2006 and 2005, are a 
reasonable estimate of fair value. 
 
(2) Government securities: Government securities held for trading purposes are carried at  fair 
value. Holdings of investment account securities correspond to the Compensatory Bond and the 
Hedge Bond received (Boden 2012 Bonds) related to the compensation to financial institutions, 
which fair value corresponds to the Boden 2012 Bondsô quoted market value. Unlisted securities 
include Bogar Bonds and Discount Bonds. In order to estimate their fair value, the Bank used 
quoted market values. 
 

(3) Loans: In order to determine the fair value of Loans ï Private Sector, the portfolio was 
segregated by loan type, repricing characteristics and credit quality. For performing loans, 
contractual cash flows of loans were discounted at estimated market rates. For non-performing 
loans, expected cash flows were discounted using an estimated rate considering the time of 
collection. The value of collateral was considered in the estimation of cash flows. 
 
In order to determine the fair value of Secured Loans, the portfolio was considered at amortized 
cost, which is the fair value at the date of exchange (December 2001). 
 
(4) Compensatory and Hedge Bonds to be received: In connection with estimating the fair 
value of these bonds, the Bank used quoted market values. 
 
 (5) Others: Includes other receivables from financial brokerage and equity investments in other 
companies. A majority of the items included under "Other Receivables from Financial Brokerage" 
are short-term in nature and do not possess significant risk although the fair value of the forward 
purchases of government securities held for investment purposes is the quoted market value of 
the underlying government securities. Also included under this caption are the Galtrust I debt 
securities and trust certificates. Equity investments in companies where significant influence is 
exercised are not within the scope of SFAS No. 107. Equity investments in other companies are 
carried at market value less costs to sell. The book value of unquoted equity securities is believed 
by management to approximate fair value. 
 
(6) Deposits: The fair value of deposit liabilities on demand and savings account deposits is 
similar to its book value. The fair value of term deposits was estimated at the expected future 
cash flows discounted at the estimated market rates at year-end, following management's 
expectations. 
 
(7) Argentine Central Bank: As of December 31, 2006 and 2005, "Argentine Central Bank" 
included the advance from the Argentine Central Bank for the acquisition of the Hedge Bond and 
long term loans for liquidity support granted to the Bank during the 2001-2002 crisis. The fair 
value for December 2006 and December 2005, was estimated based on the fair value of the 
Argentine Government portfolio that guarantees the debt. 
 
(8) Banks and international entities and loans from domestic financial institutions: Includes 
credit lines borrowed under different credit arrangements from local and foreign banks and 
entities. Most of them were restructured as of May 2004. As of December 2006 and December 
2005, the quoted market prices have been taken as a best estimate of their fair value and, when 
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no quoted market prices were available, the estimated fair value has been calculated by 
discounting the contractual cash flows of these liabilities at estimated market rates.  
 
(9) Negotiable obligations: As of December 31, 2006, and December 31, 2005, the fair value of 
the negotiable obligations was determined based on quoted market prices and when no quoted 
market prices were available, the estimated fair value has been calculated by discounting the 
contractual cash flows of these liabilities at estimated market rates.  
 
(10) Others: Includes other liabilities resulting from financial brokerage. Their fair value was 
estimated at the expected future cash discounted at the estimated rates at year-end. 

 
 

31.  Pending events derived from the systemôs crisis in late 2001. 

 

Deposits with the financial system ï Legal actions requesting protection of Constitutional 
guarantees. 

 
The Government through Decree No. 1570/2001, Law No 25561, Decree No. 214/02 and other 
concurrent regulations, established restrictions on money withdrawals from financial institutions 
and the conversion into pesos of all dollar deposits, at the exchange rate of Ps. 1.40 per US$ 1. 
In turn, these rules also established that financial institutions were to comply with their obligations 
by reimbursing pesos in the amounts resulting from this conversion, including the CER 
adjustment plus a 2% annual interest rate. As a result of the measures that established the 
pesification and restructuring of foreign-currency deposits, since December 2001, a significant 
number of claims have been filed against the Government and/or financial institutions, formally 
challenging the emergency regulations, particularly Decree No. 214/02 and supplementary 
provisions, and requesting prompt payment of deposits in their original currency. The emergency 
regulations have been declared unconstitutional by most lower and upper courts. As of December 
31, 2006, the court orders received by the Bank requiring the reimbursement of deposits in 
foreign or Argentine currency, at the free-market exchange rate, amounted to Ps. 12,819 and 
US$ 644,513. In compliance with those court orders, as of the same date, the Bank paid the 
amounts of Ps. 1,163,872 and US$ 111,192 to reimburse deposits, in pesos and in foreign 
currency. 
 
The difference between the amount paid as a result of the abovementioned court orders and the 
amount resulting from converting deposits at the Ps. 1.40 per U.S. dollar exchange rate, adjusted 
by the CER and interest accrued up to the payment date, totaled Ps. 688,390 and Ps. 668,946, 
as of December 31, 2006 and December 31, 2005, respectively, and they have been recorded as 
ñIntangible Assetsò. Residual value on said dates totaled Ps. 367,221, and Ps. 347,777. 
 
The Bank has repeatedly reserved its right to make claims, at a suitable time, in view of the 
negative effect on its financial condition of the reimbursement of deposits originally denominated 
in dollars, pursuant to orders issued by the judicial branch, either in U.S. dollars or in pesos for 
the equivalent amount at the market exchange rate, since compensation of this effect was not 
included by the Government in the calculation of the compensation to financial institutions. The 
method of accounting for such right as a deferred loss, set forth by Argentine Central Bank 
regulations, does not affect its existence or legitimacy. To such effect, the Bank has reserved all 
of the corresponding rights. 
 
On December 30, 2003, the Bank formally requested from the Government, with copy to the 
Ministry of Economy ("MECON") and to the Argentine Central Bank, to be compensated for the 
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losses incurred due to the asymmetric pesification and court decisions. The Bank has reserved its 
right to further extend such request in order to encompass losses made definitive by new final 
judgments. 
 

On October 26, 2004, the Argentine Supreme Court ruled on the lawsuit entitled ñBustos, Alberto 
et al vs. National Stateò, a legal action requesting protection of constitutional guarantees, 
admitting the declaration of national emergency established by Law No. 25,561 and the 
constitutionality of Section 2 of Decree No. 214/02.  

 
On December 27, 2006, the Argentine Supreme Court of Justice ruled on the case named 
"Massa c/ Estado Nacional and Bank Boston", resolving that the defendant bank must fulfill its 
obligation to reimburse a dollar-denominated deposit subject to emergency regulations by paying 
the original amount deposited converted into pesos at an the exchange rate of Ps. 1.40 per U.S. 
dollar, adjusted by CER until the effective payment day, together with a 4% annual interest and 
computing amounts paid in order to comply with preliminary injunctions or other measures as 
payments on account.  
 

On March 20, 2007, the Supreme Court ruled, in the case of "EMM S.R.L. c/ Tía S.A.", that 
Decree No. 214/2002 does not apply to judicial deposits and that such deposits must be 
reimbursed to the depositors in their original currency. 
 
Management continuously monitors and analyses the implications of such ruling to similarly 
situated cases. 
 
It is worth mentioning that during the previous fiscal year, as well as in the current one, the 
number of legal actions filed by customers requesting the reimbursement of deposits in their 
original currency has decreased significantly, which has reduced the risk of this problem 
worsening in the future. 

 

Claims due to foreign exchange differences arising from the repayment of financial 
assistance during foreign exchange market holidays in January 2002. 

 
During December 2001, the Bank received financial assistance in pesos from the Argentine 
Central Bank to face a temporary liquidity shortage. This financial assistance was repaid by using 
the funds, in U.S. dollars, provided by the Bank Liquidity Fund (ñBLFò), on January 2 and 4, 2002. 
On the day those funds were credited, the Argentine Central Bank had declared a foreign-
exchange market holiday. 
 
On January 06, 2002, before the market was reopened, Law No. 25561 was enacted, which 
repealed the convertibility system and established a new exchange rate of Ps. 1.40 per U.S. 
dollar. 
During the foreign-exchange market holiday, as a result of the aforementioned regulations, no 
foreign currency could be traded. 
 
As a result, the U.S. dollars funds credited by the BLF on January 2 and 4, 2002, remained in 
U.S. dollars until the reopening of the market. 
 
On that date, and in accordance with the regulations in force, the U.S. dollar was sold at Ps. 1.40. 
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For this reason, when the Argentine Central Bank applied US$ 410,000 to the settlement of the 
financial assistance granted to the Bank, it should have cancelled US$ 410,000 times 1.40, that 
is, the amount of Ps. 574,000. 
 
This has infringed the guarantee of inviolability of private property and equal treatment before the 
law. 

 

The Bank considers that the Ps. 164,000 difference will have to be reimbursed to the Bank, or 
that an equivalent restoration of its equity should be considered. 

 

The Bank has filed a claim before the Argentine Central bank to recover the above-mentioned 
amount. Such right has not been accounted for in these financial statements. 

 
Compensation to financial institutions. 
 
Section 7 of Decree No. 214/02, provided for the issuance of a bond payable by the National 
Treasury to compensate for the imbalances created in the financial system by the devaluation of 
the peso and the asymmetric pesification of assets and liabilities.  
 
In June 2002, Decree No. 905/02, in its Sections 28 and 29, established the methodology for 
calculating the amount of compensation, granting a Compensatory Bond to compensate for the 
losses that resulted from the asymmetric pesification of assets and liabilities and a Hedge Bond for 
the disruption in the currency peg after widespread pesification of part of the assets and liabilities 
portfolio. 
 
After a thorough review process performed by the Argentine Central Bank, it was established that the 
final sum to be paid to the Bank for compensation amounted to US$ 2,178,030, of face value of 
Boden 2012 Bonds. 
 
As of December 31, 2005, the Bank had received the total amount of the Compensatory Bond for 
US$ 906,277.46 of face value of Boden 2012 Bonds.  
 
In December 2006, the Argentine Central Bank delivered to the Bank Boden 2012 Bonds for US$ 
1,154,955 of face value, at their 75% residual value and US$ 406,775 in cash in connection with 
past due amortization and interest coupons, as partial compensation for the negative net position 
in foreign currency as of December 31, 2001, pursuant to the provisions of Decree No. 905/02 
sections 28 and 29 (90.8% of the Hedge Bond). 
 
The advance granted by the Argentine Central Bank pursuant to the provisions of section 29 
subsection g) of said decree was settled in cash for Ps. 1,369,664 and through the application of 
the following assets granted as collateral: Bogar Bonds and Secured Loans for Ps. 1,111,641 of 
face value and Ps. 69 of face value, respectively. 
 
The execution of the advance, under the conditions set forth in Resolution No. 237/06 of the 
Argentine Central Bank, released Bogar Bonds for Ps. 392,818 of face value, which had been 
granted as collateral for such advance. It is important to highlight that  said Resolution did not 
contemplate the settlement of past due amortization and interest coupons through the application 
of assets granted as collateral. Therefore, such assets and the securities mentioned in the 
following paragraph, were valued pursuant to the "present value" criterion set forth by the 
Argentine Central Bank, thus originating a decrease in their book value of Ps. 109,086. 
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On December 13, 2006, the Bank requested from the Argentine Central Bank an advance for the 
acquisition of the remainder of the Hedge Bond, that is Boden 2012 Bonds for US$ 116,797 of 
face value, and the simultaneous settlement of such liability on the date of execution, through the 
application of  Ps. 163,516 of face value of Bogar Bonds granted as collateral. 
 
As of December 31, 2006, the amount of the compensation pending receipt was recorded under 
ñOther Receivables Resulting from Financial Brokerage ï In Foreign Currency ï Compensation to 
be Received from the National Government" for Ps. 401,335. 
 
Situation of Banco Galicia Uruguay S.A. and Galicia (Cayman) Limited. 
 
The financial crisis of late 2001 also affected the controlled companies Banco Galicia Uruguay 
and Galicia Cayman. 
 
In December 2002, Banco Galicia Uruguay restructured its deposits with a high degree of 
participation by its depositors and subsequently implemented various voluntary exchanges of 
restructured deposits, which allowed it to significantly reduce such liabilities. 
 
Within this process, during the previous fiscal year, the Argentine Central Bank authorized the 
transfer of Boden 2012 Bonds to Banco Galicia Uruguay for a face value of US$ 195,979. These 
were applied to the settlement of parties that had shown interest in participating in the new 
exchange offer. 
 
Furthermore, in order to strengthen the financial condition of its subsidiaries, Grupo Galicia 
forgave the US$ 43,000 subordinated negotiable obligations issued by Banco Galicia Uruguay. 
 
This debt forgiveness, along with the exchange of deposits, has meant an important improvement 
in Banco Galicia Uruguayôs financial condition, due to the reduction of its liabilities. 
 
As of December 31, 2006, the principal amount of restructured liabilities (time deposits and 
negotiable obligations) amounted to Ps. 211,571, with the first four installments due September 
2003, 2004, 2005 and 2006 and the negotiable obligations due December 2005 having been 
paid. Also, as of said date, the Bankôs shareholdersô equity amounted to Ps. 107,255. 
Expectations are that the cash payments to be collected for the assets of the Company (mainly 
credits) shall exceed, in all the payment periods of the arrangement with creditors, the liabilities 
resulting from the abovementioned agreement. 
 

Also, Banco Galicia Uruguay S.A. has established a "Negotiable Obligations Issuance Program" 
for the amount of up to US$ 108,090, in order to convert privately issued negotiable obligations 
due in 2011 into public negotiable obligations and, also, offer holders of ñTransferable time-
deposit certificatesò the possibility to exchange said certificates for the abovementioned 
negotiable obligations. On October 17, 2006, Series I Negotiable Obligations for an amount of 
US$ 48,467 were issued under the Program. Grupo Financiero Galicia S.A. subscribed said 
exchange for a face value of US$ 1,042. 

 

In relation to Galicia (Cayman) Limited, even though it was in provisional liquidation, on February 
2, 2006, as a consequence of the presentation made by the Administrators of the Restructuring 
Plan of Galicia Cayman, the Grand Court of the Cayman Islands declared the plan terminated, 
thus ending the involvement of such administrators in the companyôs management, and returning 
the company to its legal authorities as of February 23, 2006. 
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32. Preferred Liabilities of the former Banco Almafuerte Coop. Ltdo.  
 
As a consequence of the dissolution of former Banco Almafuerte Coop. Ltdo., the Bank assumed 
certain preferred liabilities corresponding to five branches of said financial institution. As a 
counterpart, the Bank received a Class "A" Participation Certificate of the Nues Trust Fund and 
has been involved in the creation of a Special Fund. Both transactions were implemented 
pursuant to Resolution No. 659, dated November 27, 1998, adopted by the Board of Directors of 
the Argentine Central Bank within the framework of Section 35 bis, section II, clauses a) and b) of 
the Financial Institutions Law. 
 
On June 30, 2006, the holders of Class "A" Participation Certificates of the Nues Trust, the 
Trustee and the contributors to the Special Fund subscribed a new agreement in order to achieve 
the total repayment of unpaid balances corresponding to Class "A" Participation Certificates and 
the subsequent liquidation of the Special Fund. 
 
Pursuant to the provisions set forth in the abovementioned agreement, as of December 31, 2006, 
the Participation Certificate balance amounted to Ps. 42,006 and the Special Fund's balance 
amounted to Ps. 315,742. At the end of the prior fiscal year, said balances amounted to Ps. 
27,201 and Ps. 294,138, respectively. 
 
As of December 31, 2006 the underlying assets of the Nues Trust and the Special Fund were 
invested in cash, securities issued by the Argentine Central Bank and secured loans amounting 
to Ps. 313,493, Ps. 102,350 and Ps. 404,478, respectively. The Bank held 25,898% of the total 
certificates of participation of the Nues Trust and 45% of the Special Fund. 
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33.  Financial Trusts. 
 
During 2006 and 2005, the Bank entered into different securitizations that were accounted for as 
sales. The main characteristics of such trusts are described bellow, 
 
a) Financial trusts created by Banco Galicia: 
 

CONDITIONS  

 

GALTRUST I  GALTRUST II  GALTRUST V  GALICIA  

 

 CREATION DATE  

 

10/13/2000  12/17/2001  12/17/2001  04/16/2002  

MATURITY DATE  10/10/2015  

 

12/10/2010  

 

01/10/2016  

 

05 /06/2032  

 

TRUSTEE FIRST TRUST OF NEW 

YORK N.A.  

FIRST TRUST OF NEW 

YORK N.A.  

FIRST TRUST OF NEW 

YORK N.A.  

BAPRO MANDATOS Y 

NEGOCIOS S.A.  

 

RATE (*)  

 

C.E.R. + 10% T.N.A.  C.E.R. + 9.75% 

T.N.A.  

C.E.R. + 9.75% 

T.N.A.  

C.E.R. + 4%  

TRUST ASSETS LOANS GRAN TED TO 

PROVINCIAL 

GOVERNMENTS 

MORTGAGE LOANS  MORTGAGE LOANS  SECURED LOANS 

 

 BALANCE AS OF 

12/31/2006  

Ps.  571,582  Ps. 7,683  Ps. 16,457  Ps. 58,159  

TOTAL TRANSFERRED 

PORTFOLIO 

 

 

US$ 490,224 (1)  

 

 

US$ 61,191  

 

US$ 57,573  

 

Ps.108,000  

"A" DEBT SECURIT IES  

 
F.V.  US$ 100,000  F.V.  US$ 45,000  F.V.  US$ 42,000  -  

"B" DEBT SECURITIES  

 
F.V.  US$ 200,000  -  -  -  

 CERTIFICATES OF  
PARTICIPATION  

 

F.V.  US$ 200,000  

 

F.V.  US$ 16,191  

 

F.V.  US$ 15,573  

 

F.V. Ps. 108,000  

  (1) The remaining US$ 9,776 was transferred in cash. 
 

CONDITIONS  

 

GALICIA HIPOTECAS 

COMERCIALES  

CREDITOS 

INMOBI LIARIOS 

GALICIA I  

CREDITOS 

INMOBILIARIOS 

GALICIA II  

 

CREATION DATE  

 

02/22/2005  08/17/2005  10/12/2005  

MATURITY DATE  07/12/2013  03/15/2015  12/15/2025  

 

TRUSTEE DEUTSCHE BANK S. A.  
DEUTSCHE BANK S.A.  

 
DEUTSCHE BANK S.A.  

RATE (*)  

 

C.E.R. + 0.05% T.N.A.  MINIMUM 8 % T.N.A.  

AND 

MAXIMUM 18 % 

T.N.A.  

MINIMUM 8 % T.N.A.  

AND 

MAXIMUM 18 % 

T.N.A.  

 

TRUST ASSETS COMMERCIAL 

MORTGAGE LOANS  

 

MORTGAGE LOANS  MORTGAGE LOANS  

BALANCE AS OF 

12/31/20 06  
Ps. 6,892  Ps. 18,776  Ps. 43,347  

TOTAL TRANSFERRED 

PORTFOLIO 
Ps. 29,059  Ps. 91,000  

 

Ps.150,000  

 

"A" DEBT SECURITIES  

 
F.V.  Ps. 24,119  F.V.  Ps. 72,800  F.V.  Ps. 109,000  

"B" DEBT SECURITIES  

 
-  -  -  

CERTIFICATES OF  
PARTICIPATION  

 

F.V.  Ps. 4,940  F.V.  Ps. 18,200  F.V.  Ps. 41,000  
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CONDITIONS  GALICIA PERSONALES  

II  

GALICIA 

PERSONALES  

III  

GALICIA PRENDAS  

COMERCIALES I  

GALICIA LEASING I  

CREATION DATE  01/25/2006  

 

05/16/2006  

 

07/03/2006  

 

09/22/2006  

MATURITY DATE  09/15/2007 

(ESTIMATED DATE FOR 

CLASS B DEBT 

SECURITIES)  

11/15/2009 

(ESTIMATED DATE FOR 

PARTICIPATION 

CERTIFICATES)  

 

09/15/2007 

(ESTIMATED DATE 

FOR CLASS B DEBT 

SECURITIES)  

03/15/2011 

(ESTIMATED DATE 

FOR PARTICIPATION 

CERTIFICATES)  

 

05/15/2009 

(ESTIMATED DATE 

FOR CLASS B DEBT 

SECURITIES)  

02/15/2011 

(ESTIMATED DATE 

FORPARTICIPATION 

CERTIFICATES)  

 

11/15/2007 

(ESTIMATED DATE 

FOR CLASS A1 DEBT 

SECURITIES)  

07/15/2009 

(ESTIMATED DATE 

FOR CLASS A2 DEBT 

SECURITIES)  

11/15/2009 

(ESTIMATED DATE 

FOR CLASS B DEBT 

SECURITIES)  

05/15/2011 

(ESTIMATED DATE 

FOR PARTICIPA TION 

CERTIFICATES)  

 

 

TRUSTEE DEUTSCHE BANK S.A.  DEUTSCHE BANK S.A.  DEUTSCHE BANK S.A.  DEUTSCHE BANK S.A.  

RATE (*)  THE HIGHEST RATE 

BETWEEN:  

BADLAR FOR TIME 

DEPOSITS OF 30 TO 35 

DAYS AND OF MORE 

THAN A MILLION PESOS 

FOR PRIVATE BANKS, 

AND 

CER VARIATION 

PERCENTAGE 

EXPRESSED AS T.N.A. 

UP TO A MAXIMUM OF 

21%  

THE HIGHEST RATE 

BETWEEN:  

BADLAR FOR TIME 

DEPOSITS OF 30 TO 

35 DAYS AND OF 

MORE THAN A 

MILLION PESOS FOR 

PRIVATE BANKS, AND  

CER VARIATION 

PERCENTAGE 

EXPRESSED AS T.N.A.  

CLASS ñAò DEBT 

SECURITIES,  
MINIMUM 10.5% 

T.N.A.  

MAXIMUM 20% T.N.A.  

 

CLASS ñBò DEBT 

SECURITIES,  

MINIMUM 11.5% 

T.N.A.  

MAXIMUM 21% T.N.A.  

 

CLASS ñAò DEBT 

SECURITIES,  
MINIMUM 10.5% 

T.N.A.  

MAXIMUM 20% T.N.A.  

 

CLASS ñBò DEBT 

SECURITIES,  

MINIMUM 11.5% 

T.N.A.  

MAXIMUM 21% T.N.A.  

 

TRUST ASSETS PERSONAL LOANS  PERSONAL LOANS PLEDGE LOANS ASSETS UNDER 

FINANCIAL LEASES  

BALANCE AS OF 

12/31/2006  

Ps. 21,155  Ps. 13,355  Ps. 12,409  Ps. 20,653  

TOTAL TRANSFERRED 

PORTFOLIO 

Ps. 97,367  Ps. 100,000  Ps. 86,623  Ps. 150,000  

"A" DEBT SECURITIES  

 
F.V.  Ps. 77,893  F.V.   Ps. 85,000  F.V.  Ps.  73,629  F.V.  Ps. 127,500  

"B" DEBT SECURITIES  

 
F.V.  Ps. 9,737  F.V.  Ps. 7,500  F.V.  Ps.  6,930  F.V.  Ps. 12,000  

 CERTIFICATES OF  
PARTICIPATION  

F.V.  Ps. 9,737  F.V.  Ps. 7,500  F.V.  Ps. 6,064  F.V.  Ps. 10,500  
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As of December 31, 2006, the Bank's holdings certificates of participation and debt securities 
amounted to Ps. 758,520 and Ps. 31,948, respectively; while as of December 31, 2005, they 
amounted to Ps. 678,252 and Ps. 6,825, respectively. 
 
b) Trusts created by Tarjeta Cuyanas S.A.: 
 

Financial trust  
Tarjeta  

Nevada II  
Tarjeta  

Nevada III  
Tarjetas  

Cuyanas Trust I  
Tarjetas  

Cuyanas Trust II  

Creation date  12/01/2004  05/24/2005  11/23/2005  04/04/2006  

Maturity date  07/22/2007  02/25/2008  11/15/2007  02/15/2008  

 
Interest rate  
 
 
 

 
D.S."A": CER +3%  
Min 8% Max 15% 

TNA 
 

D.S. "B": CER +5%  
Min 10% Max 20%  

TNA 
 

CER + Margin  
Min 10%  
Max 20%  

D.S. ñAò: 10.95% 
 

D.S."Bò: 13.50% 

D.S. ñAò: 12% 
 

D.S."Bò: 13% 

Trustee  
Banco Patagonia 

S.A.  
Banco Patagonia 

S.A.  

Equity Trust 
Company 

(Argentina) S.A.  

Equity Trust 
Company 

(Argentina) S.A.  

 Amount placed  Ps. 16,000  Ps. 25,000  Ps. 26,784  Ps. 37,680  

"A" debt securities  Ps. 12,000  Ps. 19.000  Ps. 21,427  Ps.  30,144  

"B" debt securities       Ps. 2,400  **  Ps. -       Ps.   2,678  **  Ps. 3,768  

 Certifi cates of 
Participation  

Ps. 1,600  Ps. 6,000  Ps. 2,679  Ps. 3,768  

 

 

Financial trust  
Tarjetas  

Cuyanas Trust III  
Tarjetas  

Cuyanas Trust IV  

Creation date  07/14/2006  11/01/2006  

Maturity date  07/15/2008  11/15/2008  

 
Interest rate  
 
 
 

D.S. ñAò: 10.87% 
 

D.S."Bò: 12.75%  

Badlar plus 
differential margin 

2.96%  

 Trustee  
Equity Trust 

Company 
(Argentina) S.A.  

Equity Trust 
Company 

(Argentina) S.A.  

Amount placed  Ps. 22,407  Ps. 68,120  

"A" debt securities  Ps. 17,925  Ps. 54,495  

"B" debt securities  Ps. 2,241  Ps. -  

Certificates of 
Participation  

Ps.2,241  Ps.13,625  

(**) As of December 31, 2006, Class ñBò Debt Securities have been fully settled. 
 
As of December 31, 2006 and December 31, 2005, Tarjetas Cuyanas S.A's holdings of 
participation certificates totaled Ps. 28,570 and Ps. 9,182, respectively. Also, no holdings in "B" 
debt certificates were recorded as of the fiscal year's end while, as of December 31, 2005, they 
totaled Ps. 2,084. 
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c) Trusts created by Tarjeta Naranja S.A.: 
 

Financial trust  
Tarjeta  

Naranja Tr ust I  

Tarjeta  
Naranja Trust 

II  

Tarjeta  
Naranja Trust 

III  

Creation date  11/07/2005  02/16/2006  08/15/2006  

Maturity date  
 

05/20/2008  12/20/2007  09/20/2008  

  
Interest rate  
 
 
 
 

D.S. "A": CER VAR + 
1.18% or TE + 2% 

Maximum 18% 
Minimum 9%  

 
D.S. "B": CER VAR  + 

2.4% or TE + 3% 
Maximum 20%  

Minimum of 11%  

D.S. "A": CER 
VAR  Maximum 
20%  Minimum 

10.5%  
 

D.S. "B":  
Maximum:  21% 
nominal annual  

D.S. "A":  
Caps:  

Minimum 10.5% 
nominal annual  
Maximum  20% 
nominal annual  

D.S. "B":  
Caps:  

Minimum 11% 
nominal annual  
Maxi mum  21% 
nominal annual  

 

Amount placed  94,500  80,000  139,342  

Type of fiduciary  
Debt  

Debt securities  Debt securities  Debt securities  

 Trustee  
Equity Trust 

Company 
(Argentina) S.A.  

Equity Trust 
Company 

(Argentina) S.A.  

Equity Trust 
Company 

(Argentina)  S.A.  

ClassñAò securities Ps.80,000  Ps.68,000  Ps.118,441  

Class ñBò securities 
 

Ps. 7,000  Ps.6,000  
Ps.10,451  

Certificates of 
Participation  

Ps. 7,500  Ps.6,000  Ps.10,451  

 
As of December 31, 2006, Tarjeta Naranja S.A.'s holdings of "B" debt securities and certificates 
of participation totaled Ps. 14,711 and Ps. 34,102 respectively; as of December 31, 2005, its 
holdings totaled Ps. 5,178 and Ps.18.493, respectively. 
 
d) Trusts created by Tarjeta del Mar S.A.: 
 

Financial trust  
Tarjetas del  

Mar ï Serie II  

Creation date  10/17/2006  

Maturity date  1/10/2015  

Interest rate  

D.S.:"Aò 13% 
D.S."Bò: 14% 
D.S."Cò: 14.50% 
D.S."Dò: 15% 

Trustee  
Banco de Galicia y 
Buenos Aires SA  

Amount placed  Ps. 6,000  

"A" debt securities  Ps. 1,200  

"B" debt securities  Ps. 1,200  

"C" debt securities  Ps. 1,200  

"D" debt securities  PS. 1,200  

 Certificates of 
Participation  

 
Ps.1,200  
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As of December 31, 2006 and December 31, 2005, Tarjetas del Mar S.A's holdings of certificates 
of participation totaled Ps.1,158 and Ps. 800, respectively. As of December 31, 2005, it's holding 
of "B" debt securities amounted to Ps. 24. 
 

   e) Debt securities received as loan repayment: 
 

CONDITIONS  

 

HYDRO I  

CREATION DATE  

 

10/12/2005  

MATURITY DATE  09/05/2017  

 

TRUSTOR  CONSORCIO DE EMPRESAS 

MENDOCINAS  PARA 

POTRERILLOS S.A.  

TRUSTEE BANCO DE GALICIA Y BS. 

AS. S.A.  

 

TRUST ASSETS LOANS FOR ELECTRIC 

POWER SUPPLY, 

SUBSIDIES, ROYALTIES, 

AND INTERESTS.  

RATE (*)  

 

7% T.N.A. UNTIL 09/05/06 

AND THEREAFTER 

VARIABLE T.N.A. EQUAL TO 

T.E.C + 5%  

(**)  

SECURITIES REC EIVED  

BY THE BANK  

CLASS ñBò DEBT 

SECURITIES F/V $25,523  

BALANCE AS OF 

12/31/2006  
Ps.  25,094  

 BALANCE AS OF 

12/31/2005  
Ps. 25,655  

 
f) Debt securities acquired as investments: 
 

CONDITIONS  

 

EDIFICIO BOUCHARD 

PLAZA  

CREATION DATE  
 

12/20/2005  

MATURITY DATE  06/29/2008  

TRUSTOR LUDWING INVESTMENTS 

S.A.  

TRUSTEE   NACIÓN FIDEICOMISOS  

                 S.A.  

TRUST ASSETS  LOANS TRANSFERRED 

RATE (*)  

 

PRIVATE BANK T.E.C. + 

6.25% T.N.A.  

(**)  

SECURITIES SUBSCRIBED 

BY THE BANK  

ADDITIONA L DEBT 

SECURITIES $10,500  

BALANCE AS OF 

12/31/2006  
Ps. 11,327  

 BALANCE AS OF 

12/31/2005  
Ps.  10,546  

 

(*) Applicable to debt securities only. 
(**) T.E.C. stands for adjusted survey rate. 
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Also, as of December 31, 2006, the Bank has recorded other financial trusts acquired as 
investments for the amount of Ps. 1,322. As of the prior fiscal yearôs end, these amounted to Ps. 
450. 
 
BG Financial Trust 
 
 ñBG Financial Trustò was created in December 2005. The Bank transferred to the trustee (ñEquity 
Trust Company (Argentina) S.A.ò) Ps. 264,426 of loans classified in category ñ3ò in accordance 
with the Argentine Central Bank rules or in a lower category, for an amount, net of allowances, of 
Ps. 91,290. The Bank received in exchange cash for an equal amount. The debt securities issued 
by the trust were fully subscribed by third parties. The Bank has been appointed Servicer and 
Collection Manager of the Trust, thus assuming a special management commitment that will 
enable the Bank to receive a compensation incentive equal to 55% of the excess of net cash 
flows, upon the occurrence of the following: (i) no later than December 31, 2009, the net cash 
flow effectively collected equals or exceeds the price paid for the transferred portfolio; and (ii) no 
later than December 31, 2012, an IRR equal to or greater than 18% is reached. In the event the 
two objectives of the special management commitment fail to be met, a penalty equal to the 
difference shall be paid to the trustee. 
 
 
34. Segment Reporting. 

 
The Bank has disclosed its segment information in accordance with the Statement of Financial 
Accounting Standards 131, "Disclosures about Segments of an Enterprise and Related 
Information". Operating segments are defined as components of an enterprise about which 
separate financial information is available and which is regularly reviewed by the chief operating 
decision maker in deciding how to allocate resources and in assessing performance. Reportable 
segments consist of one or more operating segments with similar economic characteristics, 
distribution systems and regulatory environments. The information provided for Segment 
Reporting is based on internal reports used by management. 
 
The following summarizes the aggregation of Grupo Galicia's operating segments into reportable 
segments:  
 
Grupo Galicia: includes the income and expenses of the Holding Company, not attributable to its 
subsidiaries, except for goodwill amortization. 
 
Insurance: includes the results of Grupo Galicia's equity interest in insurance companies 
(including the 12.5% interest owned by the Bank). As of December 31, 2006 and 2005, Grupo 
Galicia maintained, through its subsidiary Sudamericana Holding S.A., controlling interests in 
Galicia Vida Compañía de Seguros S.A., Galicia Retiro Compañía de Seguros S.A., Instituto de 
Salta Seguros de Vida S.A., Galicia Patrimoniales Compañía de Seguros S.A., Sudamericana 
Asesores de Seguros S.A. and Medigap Salud S.A.. 
 
Other Grupo Businesses: includes the results of the business of Galicia Warrants S.A., Net 
Investment S.A. and its subsidiaries (in both cases, including the 12.5% interest of the Bank) and 
Galval. 
 
Buenos Aires Metropolitan Branches: corresponds to the results of the Bank's operations 
conducted with large corporations, small and medium-sized companies and individuals in 
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branches located in the Federal Capital and Greater Buenos Aires (where the relatively greater 
economic activity occurs). 
 
Rest of the Country Branches: this segment includes the results of the Bank's operations with 
large corporations, small and medium-sized companies and individuals in the branches located in 
the rest of the country.  
 
Head Office: includes the results of the Bank's operations with customers (large corporations, 
small and medium-sized companies and individuals) located in it, as well as the results of 
operations with the national and provincial public sectors. 
 
Regional Credit Card: includes the results of Tarjetas Regionales S.A. and the regional credit-
card companies. As of December 31, 2006 and 2005, the Bank maintained, through its subsidiary 
Tarjetas Regionales S.A., controlling interests in Tarjeta Naranja S.A. (80%) in the province of 
Córdoba, Tarjetas Cuyanas S.A. (60%) in the province of Mendoza, and Tarjetas del Mar (100%) 
in the Province of Buenos Aires, excluding the Greater Buenos Aires area.  
 
International: includes the results of operations conducted through Banco Galicia Uruguay, 
Galicia (Cayman) Ltd. and the Cayman branch as of March 2006, except for the operations 
carried out with customers located in some of the regions mentioned above.  
 
Other Financial Businesses: includes mainly the results of the business of Galicia Capital Markets 
S.A., Galicia Valores S.A. Sociedad de Bolsa, Agro Galicia S.A. and Galicia Factoring y Leasing 
S.A. Consolidation of the financial statements of Galicia Capital Markets S.A. (in liquidation) and 
Agro Galicia S.A. (in liquidation) has been discontinued during the previous  fiscal year, as a 
result of their anticipated dissolution having been decided. 

 
Other Equity Investments: includes the results of the investments made by the Bank as minority 
interest in a variety of infrastructure and public utility services companies.  
 
Overhead and Corporate Adjustments: includes the results of the operations that cannot be 
allocated to the segments mentioned above and the results of the operations conducted between 
the aforementioned segments. 
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The Group evaluates segment performance based on net income. The table below shows the segment information for continuing operations for 
the fiscal years ended December 31, 2006, 2005 and 2004: 
  
 

  
Grupo Galicia 

 
 

Year ended December 
31, 2006: 

 

 

 
Grupo 
Galicia  

 
Buenos 
Aires 

Metropolitan 
Branches  

 
Rest of 

the 
Country 

Branches  

 
Head 
Office  

 
Regional 

Credit 
Cards  

 
Interna- 
tional  

 
Other 

Financial 
Businesses  

 
Other Equity 
Investments  Insurance   

Other Grupo 
Businesses  

Overhead 
and 

Corporate 
Adjustments  

 
Consolidated 

Total 
Net Financial Income / 
(Loss)  118,407  263,509  176,497  (436,718)  157,474  32,339  (1,057)  -  17,049  472  50,252  378,224 
Net Income / (Loss) from 
Services  -  231,030  147,759  89,554  289,798  969  2,732  -  -  7,870  (97,711)  672,001 

Provision for Loan Losses  -  18,124  19,857  (21,285)  53,239  2,121  1  -  -  1  38,811  110,869 

Operating Income  118,407  476,415  304,399  (325,879)  394,033  31,187  1,674  -  17,049  8,341  (86,270)  939,356 

Operating Expenses  10,466  333,739  239,984  102,700  263,789  16,582  1,635  -  11,234  7,340  (12,905)  974,564 

Other Income / (Loss)  (1,085)  1,674  1,718  (2,811)  20,666  34,454  2,573  (16,777)  6,910  791  81,435  129,548 

Minority Interest  -  -  -  -  (24,124)  (6,304)  -  -  (3)  -  11,415  (19,016) 

Pre-tax Income / (Loss)  106,856  144,350  66,133  (431,390)  126,786  42,755  2,612  (16,777)  12,722  1,792  19,485  75,324 

Income tax provision  45,645  153  70  (458)  55,889  239  399  -  3,697  864  (12,260)  94,238 

Net Income / (Loss)  61,211  144,197  66,063  (430,932)  70,897  42,516  2,213  (16,777)  9,025  928  31,745  (18,914) 
Net Income as a  
Percentage of 
Consolidated Net Income  

(324%)  (762%)  (349%)  2,278%  (375%)  (225%)  (12%)  89%  (48%)  (5%)  (168%)  100% 

Average Loans of private 
sector.    1,981,416  1,908,564  993,569  1,149,257  448,707  -  -  -  -  -  6,481,513 

Average Deposits    4,042,898  2,592,661  2,134,970    357,658  -  -  -  -  374,280  9,502,466 

 
 
 
 
 
 
 
 
 
 
 



Grupo Financiero Galicia S.A. and Subsidiaries 
        
                                      Notes to the Consolidated Financial Statements  

 For the fiscal years ended December 31, 2006, 2005 and 2004 
(Expressed in thousands of Argentine pesos) 
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Grupo Galicia 

 
 

Year ended December 
31, 2005: 

 

 

 
Grupo 
Galicia  

 
Buenos 
Aires 

Metropolitan 
Branches  

 
Rest of 

the 
Country 

Branches  

 
Head 
Office  

 
Regional 

Credit 
Cards  

 
Interna- 
tional  

 
Other 

Financial 
Businesses  

 
Other Equity 
Investments  Insurance   

Other Grupo 
Businesses  

Overhead 
and 

Corporate 
Adjustments  

 
Consolidated 

Total 
Net Financial Income / 
(Loss)  9,889  158,176  106,411  11,344  134,773  107,382  (1,316)  -  17,249  148  8,647  552,703 
Net Income / (Loss) from 
Services  -  189,877  109,930  69,731  206,122  1,254  2,743  -  (6,853)  5,287  (54,326)  523,765 

Provision for Loan Losses  -  14,019  1,172  (80,857)  28,196  3,634  93  -  -  -  110,473  76,730 

Operating Income  9,889  334,034  215,169  161,932  312,699  105,002  1,334  -  10,396  5,435  (156,152)  999,738 

Operating Expenses  12,881  251,552  170,943  139,545  179,294  18,347  1,459  -  11,641  4,382  (9,076)  780,968 

Other Income / (Loss)  (137,684)  1,504  893  (171,976)  7,693  195,448  3,943  16  12,839  (2,043)  31,746  (57,621) 

Minority Interest  -  -  -  -  (21,180)  (3,995)  -  -  (1)  -  (9,433)  (34,609) 

Pre-tax Income / (Loss)  (140,676)  83,986  45,119  (149,589)  119,918  278,108  3,818  16  11,593  (990)  (124,763)  126,540 

Income tax provision  (32,383)  -  -  -  56,807  -  300  -  342  584  (6,348)  19,302 

Net Income / (Loss)  (108,293)  83,986  45,119  (149,589)  63,111  278,108  3,518  16  11,251  (1,574)  (118,415)  107,238 
Net Income as a  
Percentage of 
Consolidated Net Income  

(101 %)  78 %   42 %  (139 %)  59 %  259 %  3 %  -  10%   (1%)  (110 %)  100% 

Average Loans of private 
sector.  -  1,352,655  1,333,721  893,892  801,553  525,308   -  -  -  -  -  4,907,129 

Average Deposits  -  2,975,161  1,945,808  2,077,205   -  572,871  -  -  -  -  (13,874)  7,557,171 

 
 
 
 
 
 
 
 
 
 
 
 




