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Independent Auditors’ Report

México City, March 27, 2008

To the Stockholders of:
Financiera Independencia, S.A.B. de C.V.,
Sociedad Financiera de Objeto Múltiple,
Entidad No Regulada

We have audited the consolidated balance sheet of Financiera Independencia, S. A. 
B. de C. V., Sociedad Financiera de Objeto Múltiple, Entidad No Regulada (formerly Sociedad 
Financiera de Objeto Limitado “Sofol”)  and its subsidiary as of December 31 2007; and the 
combined balance sheet of Financiera Independencia, S. A. de C. V., Sociedad Financiera de Objeto 
Múltiple, Entidad No Regulada and Serfincor, S. A. de C. V. and its subsidiaries as of December 
31, 2006, and the related consolidated and combined statements of income, of changes in 
stockholders’ equity and of changes in financial position for the years then ended. These financial 
statements are the responsibility of the Company’s management.  Our responsibility is to express 
an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards 
in Mexico.  Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement and that they 
were prepared in accordance with the Mexican Financial Reporting Standards.  An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated 
and combined financial statements.  An audit also includes assessing the standards of financial 
information 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.
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In our opinion, the aforementioned consolidated and combined financial statements 
present fairly, in all material respects, the consolidated financial position of  Financiera Independencia, 
S. A. B. de C. V., Sociedad Financiera de Objeto Múltiple, Entidad No Regulada, (formerly Sociedad 
Financiera de Objeto Limitado) and its subsidiary at December 31, 2007, and the consolidated and 
combined results of their operations, the changes in their stockholders’ equity and the changes in 
their financial position for the year then ended, and the combined financial position of Financiera 
Independencia, S. A. de C. V., Sociedad Financiera de Objeto Múltiple, Entidad No Regulada and 
Serfincor, S. A. de C. V. and its subsidiaries at December 31, 2006, the combined results of their 
operations, the changes in their stockholders’ equity and the changes in their financial position for 
the year then ended, in conformity with Mexican Financial Reporting Standards.

PricewaterhouseCoopers, S. C.

José Antonio Quesada Palacios
Audit Partner
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Financiera Independencia, S.A.B. de C.V., Sociedad Financiera de Objeto Múltiple, Entidad 
No Regulada (formerly Sociedad Financiera de Objeto Limitado), and its Subsidiary 
Consolidated and Combined Balance Sheets (Notes 1 and 2) 
Thousands of Mexican pesos as of December 31, 2007 purchasing power
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                  December 31,

Assets                 2007              2006

Cash and cash equivalents             Ps  243,130         Ps  143,662

Performing loans (Note 3):
Consumer                       3,115,025           2,116,970

Non-performing loans (Note 3):
Consumer                           235,834              128,740

Total loan portfolio            3,350,859           2,245,710

Allowance for loan losses (Note 3)             (294,793)                       (160,926)

Total loan portfolio - Net            3,056,066           2,084,784

Other accounts receivable - Net      43,779                74,579

Property, plant and equipment - Net
(Note 4)            172,054                92,088

Deferred income tax - Net (Note 9)                         177,266              121,157

Other assets - Net      39,620     41,500

Total assets          Ps3,731,915        Ps2,557,770
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                 December 31,

Liabilities and Stockholders’ Equity  2007              2006

Liabilities

Bank and other entities loans (Note 5)         Ps1,335,963        Ps1,352,898

Accounts payable:
Income tax and employees’ statutory
Profit sharing (Note 9)                 72,994     22,217
Other accounts payable                121,442             112,244
Deferred commissions       38,113     32,115

                  232,549             166,576

Total liabilities              1,568,512           1,519,474

Stockholders’ Equity (Note 7):

Paid-in capital:
Capital stock                 153,603             149,799
Share premiums, net                        1,640,074             643,898

               1,793,677             793,697
Earned Capital:
Legal reserves        71,797    58,897
Retained earnings                297,929             185,701

                  369,726             244,598

Total majority interest                     2,163,403                      1,038,295

Minority interest                       -                           1

Total stockholders’ equity             2,163,403                      1,038,296

Commitments and contingencies (Note 12)
Subsequent events (Note 13)    

Total liabilities and stockholders’ equity        Ps3,731,915                   Ps2,557,770

Ing. Noel González Cawley     C.P. Juan García Madrigal     Lic. Adeodato Carbajal Orozco     C.P. Benito Pacheco Zavala
Chief Executive Officer          Chief Financial Officer          Comptroller                              Auditing Director

The accompanying fourteen notes are an integral part of these consolidated and combined financial statements.



Ing. Noel González Cawley     C.P. Juan García Madrigal     Lic. Adeodato Carbajal Orozco     C.P. Benito Pacheco Zavala
Chief Executive Officer          Chief Financial Officer          Comptroller                              Auditing Director

The accompanying fourteen notes are an integral part of these consolidated and combined financial statements.
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Financiera Independencia, S.A.B. de C.V., Sociedad Financiera de Objeto Múltiple, Entidad 
No Regulada (formerly Sociedad Financiera de Objeto Limitado), and its Subsidiary 
Consolidated and Combined Statements of Income (Notes 1 and 2) 
Thousands of Mexican pesos as of December 31, 2007 purchasing power

                    Year ended
                   December 31,

          2007                       2006

Interest Income (Note 8)                         Ps2,061,699     Ps1,472,726
Interest expense           (168,502)          (123,706)
Monetary Loss - Net (financial margin)           (37,606)           (25,598)

Financial margin       1,855,591        1,323,422

Provision for loan losses (Note 3)        (488,478)                 (194,476)

Financial margin after provision for loan losses   1,367,113                 1,128,946

Commissions and fees collected        574,372                   394,994
Commissions and fees paid         (1,578)             (2,547)

          572,794           392,447

Net operating revenue      1,939,907                1,521,393

Non-interesting expense                (1,254,955)                 (986,556)

Net operating income        684,952           534,837

Other income           57,800            82,077
Other expenses            (2,011)                   (13,873)

             55,789            68,204

Total income before income tax and employees’ 
statutory profit sharing (Note 9)          740,741          603,041

Current income tax and employees’ statutory
profit sharing           (280,836)                 (172,945)
Deferred income tax and employees’ statutory
profit sharing                56,109                    (15,098)

          (224,727)          (188,043)

Net income for the year              Ps   516,014     Ps   414,998

Earning per share                         Ps    0.8033     Ps    0.7207
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Financiera Independencia, S.A.B. de C.V., Sociedad Financiera de Objeto Múltiple, Entidad 
No Regulada (formerly Sociedad Financiera de Objeto Limitado), and its Subsidiary 
Consolidated and Combined Statements of Changes in Stockholders’ Equity
for the years ended December 31, 2007 and 2006  (Notes 1 and 7) 
Thousands of Mexican pesos as of December 31, 2007 purchasing power

                      Paid-in capital      Earned capital 

                   
        Share            Initial effect             
 Capital    premiums,      Legal        Retained        of deferred       Minority   Stockholders’
 stock        net      reserves        earnings        income tax        interest         equity

Balances as of January 1, 2006        Ps136,107    Ps   6,302     Ps 47,948     Ps580,376        Ps 15,027       14       Ps785,774

TRANSACTIONS APPROVED
BY STOCKHOLDERS:

Application of 2005 net income
to capital reserves           10,949          (10,949)

Cash dividends declared in March, 2006              (73,265)                     (73,265)

Capital stock increase      13,692      733,663        747,355

Transfer to the additional paid-in capital
to retained earnings       (96,067)             96,067

Cash dividends declared in June, 2006             (836,553)                                                (836,553)

Transfer to the initial effect of deferred
income tax to retained earnings               15,027          (15,027)

Minority interest             (13)               (13)

                                                           13,692        637,596        10,949       (809,673)           (15,027)              (13)         (162,476)

COMPREHENSIVE
INCOME ENTRIES:

Net income              414,998    414,998

Balance as of December 31, 2006        149,799        643,898       58,897         185,701                    -                 1       1,038,296

Elimination of the Stockholders’ equity
of Serfincor for the combination in 2006         (723)        (36,791)            (126)            (25,951)       (1)   (63,592)

 
 
TRANSACTIONS APPROVED
BY STOCKHOLDERS:

Application of 2006 net income
to capital reserves           13,026          (13,026)

Cash dividends declared in March 2007             (178,786)                                                (178,786)

Capital stock increase         4,527    1,032,967                     1,037,494

Repurchase capital stock             (116,976)     (116,976)

Excess of the cost paid for the shares
of Serfincor over the net book value              (69,047)     (69,047)

         4,527    1,032,967         13,026        (377,835)                             672,685
COMPREHENSIVE
INCOME ENTRIES:

Net Income              516,014     516,014

Balances as of December 31, 2007    Ps153,603    Ps1,640,074   Ps 71,797      Ps297,929        Ps   -              Ps   -         Ps2,163,403

Ing. Noel González Cawley     C.P. Juan García Madrigal     Lic. Adeodato Carbajal Orozco     C.P. Benito Pacheco Zavala
Chief Executive Officer          Chief Financial Officer          Comptroller                              Auditing Director

The accompanying fourteen notes are an integral part of these consolidated and combined financial statements.



                    December 31,

Operating activities:               2007                    2006

Net income for the year                 Ps  516,014           Ps  414,998

Items not generating (requiring) resources:
Provision for loan losses             488,478               194,476
Depreciation and amortization          42,589       33,162
Software costs             7,036        5,868
Employee retirement benefits                    3,320         2,236
Deferred taxes           (56,109)       15,098

         1,001,328      665,838

Changes in operating assets and liabilities:
Increase in loan portfolio       (1,459,760)     (527,714)
Other accounts receivable and other accounts payable and others- Net       93,454       (19,211)

Resources (used in) provided by operating activities      (364,978)      118,913

Financing activities:

Increase in capital stock              4,527        13,692
Share premium received                     1,032,967      733,663
Dividend payment         (178,786)     (909,818)
Increase in bank and other entities loans                     (16,935)      261,164
Commercial paper                                 (217,716)
Minority interest                           (13)
Repurchase capital stock        (116,976)                 

Resources provided by (used in) financing activities            724,797               (119,028)

Investing activities:

Excess of the cost paid         (132,639)                
Property, plant and equipment - Net        (122,559)      (45,239)
Other assets             (5,153)      (23,678)

Resources used in investing activities           (260,351)       (68,917)

Increase (decrease) in cash and cash equivalents for the year                     99,468      (69,032)

Cash and cash equivalents at the beginning of the year       143,662      212,694

Cash and cash equivalents at the end of the year               Ps  243,130           Ps  143,662
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Financiera Independencia, S.A.B. de C.V., Sociedad Financiera de Objeto Múltiple, Entidad 
No Regulada (formerly Sociedad Financiera de Objeto Limitado), and its Subsidiary 
Consolidated and Combined Statements of Changes in the Financial Position (Note 1)
Thousands of Mexican pesos as of December 31, 2007 purchasing power

Ing. Noel González Cawley     C.P. Juan García Madrigal     Lic. Adeodato Carbajal Orozco     C.P. Benito Pacheco Zavala
Chief Executive Officer          Chief Financial Officer          Comptroller                              Auditing Director

The accompanying fourteen notes are an integral part of these consolidated and combined financial statements.



Financiera Independencia, S.A.B. de C.V.,
Sociedad Financiera de Objeto Múltiple,
Entidad No Regulada (formerly Sociedad Financiera de Objeto Limitado),
and its Subsidiary

NOTES TO THE CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS

DECEMBER 31, 2007 and 2006

Amounts stated in thousands of Mexican pesos as of December 31, 2007 purchasing power, except for numbers of
shares and exchange rates

NOTE 1 - NATURE OF THE COMPANY AND ITS ACTIVITIES:

Financiera Independencia, S. A. B. de C. V., Sociedad Financiera de Objeto Múltiple, Entidad No 
Regulada (FISA or Company) was incorporated on July 22, 1993, as a Special Purpose Entity 
(Sociedad Financiera de Objeto Limitado or Sofol) and is mainly engaged in making personal loans 
to low income individuals.  The resources required to conduct operations have been obtained from 
its stockholders and from operations and liabilities with Mexican and foreign financial institutions.

The combined financial statements as of December 31, 2006 present here consist of the accounts 
of FISA, as well as those of Serfincor, S. A. de C. V. (Serfincor) and its subsidiaries. Effective July 
1, 2007, FISA acquired substantially all of the outstanding common stock of Serfincor (99.99%) 
held by FISA’s Shareholders for a total amount of Ps152,868.  As a result of that purchase, the 
excess of the cost over the book value of Serfincor totaling Ps69,047 was recorded in Retained 
Earnings.  On the basis of the foregoing, consolidated financial statements are shown as from 
July 1, 2007, and therefore, as from  December 31, 2007, the elimination of the effects of 
the combination with Serfincor in 2006 of Ps63,592 appears in the Statements of Changes in 
Stockholders’ equity.

Serfincor was incorporated on March 31, 2003 and is a holding company of the following 
subsidiaries:

      Subsidiary         Stock Holding      Activity

Conexia Servicios, S. A. de C. V.*  99.99%  Verification and collection services
Conexia, S. A. de C. V.   99.99%  Call center services
Prosefindep, S. A. de C. V. (Prosefindep) 99.99%  Administrative services
SF Independencia, S. A. de C. V.*  99.99%  Administrative services
Servicios de Cambaceo, S. A. de C. V. 99.99%  Promotion and marketing services
Santa Fe Post, S. A. de C. V.  99.99%  Messaging service
Ejecutivos Santa Fe, S. A. de C. V.
(Ejecutivos)**    99.99%  Administrative services

* These entities were merged with Serfincor as of June 30, 2007.
** Was incorporated on July 1, 2007.
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In 2007, the balance sheet is presented on a consolidated basis, and the statements of income, of 
changes in stockholders’ equity and of changes in financial position were combined in the first semester 
and consolidated for the second semester, while in 2006 all the financial statements were combined.

The accompanying consolidated financial statements include those of the FISA and the Serfincor 
and its subsidiaries.

On July 18, 2006, certain amendments were made to the Ley General de Organizaciones y 
Actividades Auxiliares del Crédito or LGOAAC, for its innitial in Spanish, pursuant which Multiple 
Purpose Financial Entities (Sociedades Financieras de Objeto Múltiple or Sofom) can engage 
in activities such as granting loans, factoring and financial leasing operations , which may or 
may not be regulated by the National Banking and Securities Commission (Comisión Nacional 
Bancaria y de Valores also referred as the Commission or CNBV).  Non-Regulated Multiple 
Purpose Financial Entities (Sociedad Financiera de Objeto Múltiple, Entidad No Regulada or 
Sofom, E N R) are not related to credit institutions or to holding entities of financial institutions.  
Sofoms, E N R. are not subject to the Commission’s oversight.

On November 30, 2006, an Extraordinary Stockholders’ Meeting approved the modification of 
the Company’s by-laws, to transform the Company into a Sofom, E N R. in accordance to 
the provisions of the LGOAAC, as amended.  This modification was registered in the Public 
Commerce Registry and became effective on January 31, 2007, where society becomes legally 
Sofom, E N R.

On November 1, 2007, the Company conducted a public offering in Mexico and abroad, as a 
result of which, as from that date, its shares were traded in the Mexican stock market (BMV 
from its initials in Spanish).  The public offering abroad was conducted under Rule 144-A and 
regulation “S” of the 1933 US Securities Law and standards applicable to the countries in which 
said offering was conducted.

On October 18, 2007, as a result of the unanimous approval of the stockholders outside the 
environment of a formal stockholders’ meeting, it was agreed to adopt the Socidedad Anónima 
Bursátil (S.A.B., Public Stock Company) regime.  As from November 1, 2007, the Company was 
registered as a company Quoting on the Mexican Stock Exchange, under code “FINDEP”.

As a Public Stock Company, the company is subject to the provisions of the Corporations Law, 
and if applicable, the stock Market Law, as well as to the general provisions applicable to issuers 
of securities and other participants of the stock market.

FISA has no employees and all legal, accounting and administrative services are provided by 
Serfincor’s subsidiaries.

 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying consolidated and combined financial statements as of December 31, 2007 
and 2006, have been prepared and precisely comply to achieve a reasonable presentation in 
accordance with the Mexican Financial Reporting Standards (MFRS) and are expressed in Mexican 
pesos of the last year-end purchasing power.
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The accompanying consolidated and combined financial statements were authorized for issuance 
on March 27, 2008, by Juan García Madrigal - Chief Financial Officer. 

The Company is aware of statement 113-1/27511/2008 dated February 27, 2008 issued by the 
Commission in response to the statement filed with said Commission by the Mexican Association 
of Specialized Financial Entities (AMFE from Sp.) dated February 22, 2008.  In said statement, the 
Commission mentions having no objection for Sofom’s, E.N.R.  with securities registered at the 
National Securities Registry to prepare their financial statements as per the accounting criteria 
applicable to credit institutions, if so desired.

Based on the above, the accompanying consolidated and combined financial statements at December 31, 
2007 and 2006 have been formulated and presented as per Mexican Financial Reporting Standards.

Application of these provisions allows for proper comparability between the financial information 
issued by the Company in both years, for which the proper adjustments were made to the 
accounting standards described below, including the concepts, methods and criteria relative to 
recognition of the accounting estimations determined by Management, for presentation of the 
balance sheet and the statement of income according to the industry and sector in which the 
entity operates (and not according to availability and due dates for payment in the balance sheet, 
or to its function in the statement of income, also, employees’ statutory profit sharing is not 
shown under the “Other expenses”) and the effects of inflation on the financial information:

a.  All balances and transactions between the consolidated companies the December 31, 2007
have been eliminated. The consolidation was carried out on the basis of audited financial
statements of the subsidiaries. See Note 1.

b.  All balances and transactions between the combined companies the December 31, 2006
have been eliminated.

c.  Cash and cash equivalents are recorded at nominal value and include investments in securities
in financial institutions with average maturities of one day.

d.  The loan portfolio represents amounts effectively granted to borrowers and is presented net of
the allowance for loan losses, plus interest earned but not yet collected. See Note 3.

The unpaid loan balance comprising principal and accrued interest is recorded in the past-due
portfolio, when payment is overdue for 90 or more calendar days.

Generally, interest income is recognized on an accrual basis, using the unpaid balances method.  

Loans are charged off in the accounting records as per Management’s best estimate, when they are
180 or more natural days past due.

e.  The allowance for loan losses represents the Company’s best evaluation of the amount
necessary to cover probable future losses inherent in the loan portfolio, which would
correspond at least to 125% of the total past due portfolio.  See Note 3.

f.   Property, machinery and equipment  are expressed at their restated value determined by
applying to their acquisition of factors derived from the Investment Units (UDI)

49



Depreciation and administration are calculated by the straight-line method based on
the estimated useful lives of the assets, estimated by the Company’s management, on both
acquisition cost and restatement increases. See Note 4.

g.  Income tax is recorded by the comprehensive asset-and-liability method, which consists
of recognizing deferred tax on all temporary differences between the book and tax values of
assets and liabilities.

Beginning on October 1, 2007 one of the subsidiary of the company recognized the deferred tax
provision on IETU (Impuesto Empresarial a la Tasa Única by its Spanish acronym) whenever
the financial and tax projections prepared by the entity show that they will essentially pay 
IETU in the future, instead of income tax, therefore the cumulative deferred income tax was
cancelled up with the purposes described in Note 9.

h.  Long-lived assets are subject to impairment testing, tangible and intangible, are subject to
an annual study to determine their value of use and of defining if it exists or non deterioration.

i.   The bank loans and of other organizations mainly represent the cash dispositions destined
contracts of opening of credits, which are registered to the contractual value of the loan plus
the accrual interests, determined in line straight for the days passed to the closing of every
month, which they are loaded in the results of the exercise as are happened. See Note 5.

j.   The Company’s liabilities represent present obligations and the accrual provisions recognized
in the balance sheet represent present obligations whose settlement will probably require
the use of economic resources to liquidate the liability. These accrual provisions have been
recorded based on management’s best estimate of the amount needed to liquidate the
present liability; however, actual results could differ from the accrual provisions recognized.

k.  Seniority premium to which employees are entitled upon termination of employment after
15 years of service, are recorded as a cost of the years in which the respective services are
rendered, based on actuarial studies carried out using the projected unit credit method.
See Note 6.

l.   Capital stock, legal reserves and retained earnings represent the value of these items stated
in purchasing power as of the most recent balance sheet date, and are determined by
applying factors derived from the UDI to the historical amounts. See Note 7.

m. The share premiums represent the difference between the payment for the paid-in shares
and the nominal value of those shares, and are restated by applying UDI factors.

n.  Comprehensive income is represented by the net income and items required by specific
accounting standards to be reflected in stockholders’ equity but which do not constitute
capital contributions, reductions or distributions.  It is restated on the basis of UDI factors.

o.  The loss on monetary represents the inflation loss measured in terms of the UDI, on net
monthly monetary assets and liabilities for the year, expressed in pesos of purchasing power
as of the most recent balance sheet date.  The inflation rates were 3.80% in 2007 and
4.16% in 2006.
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p.  Earnings per share are computed by dividing the net income by the weighted average number
of shares outstanding during the respective years, these shares were 642,332,113 in 2007
and 575,849,315 in 2006.

q.  Revenue consisting of interest income from loans granted is recorded in earnings as it
accrues, based on the contractual terms and interest rates of the loans.

r.   The commissions for annuities collected to the borrowers, are deferred and recognized over
the contractual life of the loan, using the straight-line method.  Other commissions are recorded
in earnings when collected.

NOTE 3 - LOAN PORTFOLIO:

Performing and non-performing loans were as follows:

              2007 

              Accrued    
Performing loans:              Principal         interest    Total

Consumer   Ps2,959,120              Ps155,905              Ps3,115,025

Non-performing loans:

Consumer             197,043             38,791                 235,834

Total loan portfolio  Ps3,156,163       Ps194,696           Ps3,350,859
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              2006 

              Accrued    
Performing loans:   Principal         interest   Total

Consumer   Ps2,004,374              Ps   112,596           Ps2,116,970

Non-performing loans:

Consumer             108,027              20,713     128,740

Total loan portfolio  Ps2,112,401       Ps  133,309           Ps2,245,710

The loan portfolio according to availability was as follows:

       2007   2006

Short term              Ps3,261,219        Ps2,235,237

Long term          89,640    10,473

Total loan portfolio             Ps3,350,859       Ps2,245,710
 

Loans granted, segmented by type, were as follows:

              2007                        2006 

     Amount          %    Amount          %

Performing loans:

CrediInmediato            Ps2,314,089 74            Ps1,839,340        87
CrediPopular      472,288 15      173,934   8
CrediMamá      122,966  4        80,223   4
CrediConstruye      205,682   7        23,473   1

     3,115,025       100    2,116,970       100

Non performing loans:

CrediInmediato      167,293  71      107,254        83
CrediPopular        52,010         22        13,151         10
CrediMamá        10,258  4          7,984  6
CrediConstruye         6,273          3             351  1

       235,834       100      128,740       100

Total loan portfolio       Ps3,350,859       100            Ps2,245,710       100
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CrediInmediato - This product is a revolving line of credit available to individuals earning at least 
the minimum monthly wage in Mexico.  Loans granted under this program range from Ps1.500 
to Ps16.500.  As of December 31, 2007 and 2006, the unused amount of line of credit was 
Ps751,000, and Ps420,000, respectively.

Credipopular - This product is a personal loan ranging initially from Ps1.500 to Ps 3.000, and 
is available to the adult working population in Mexico. This product has an average term of 26 
weeks and is renewable based on the debtor’s credit behavior.

CrediMamá - This product is tailored to mothers who have at least one child under the age of 
18.  These loans are initially granted in an amount of Ps1.500. This product has an average term 
of 26 weeks and is renewable based on the debtor’s credit behavior.

CrediConstruye - This product is available to individuals earning at least the minimum monthly 
wage in Mexico City and is intended to finance home improvements.  These loans initially range 
from Ps6.000 to Ps23.000, including the subsidy and the specialized advisory of a professional 
of the construction.  This loan product has a maximum term of two years.

The changes in the allowance for loan losses for the years ended December 31, 2007 and 2006 
and were as follows:

          2007           2006

Balance at the beginning of the year  Ps 160,926                 Ps 176,949
Less:
Effect of inflation at the beginning of the year        5,893             8,404

Nominal balance at the beginning of the year    155,033          168,545
Plus:
Increase to the allowance for loan losses     488,478          194,476

Less:
Effect of inflation           8,474             4,991
Loans written-off during the year         340,244          197,104

Balance at the end of the year   Ps 294,793      Ps 160,926
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NOTE 4 - PROPERTY, PLANT AND EQUIPMENT:

Property, plant and equipment were as follows:
             
               December 31,    Depreciation rate
            2007     2006    %

Computer equipment    Ps131,327 Ps102,080   25
Office furniture and equipment        60,085      42,328   10
Transportation equipment        18,176      19,020   25
Leasehold improvements        99,624     71,502   20

        309,212    234,930
Less - Accumulated depreciation    (169,442)  (143,707)

        139,770     91,223
Plus - Land            865           865
Constructions process*        31,419              -      

Total     Ps172,054 Ps 92,088

* Corresponds to construction of the Operations Center in Aguascalientes, which will start 
operating in 2008.

For the year ended December 31, 2007, the depreciation expense amounted to Ps 42,589 
(Ps33,162 in 2006).

NOTE 5 - BANK AND OTHER ENTITIES LOANS:

As of December 31, 2007 and 2006, the balance of bank and other entities loans were as 
follows:

                         December 31,
      Credit          Interest   2007           2006
         Entity      line         Maturity          rate           Amount        Amount

HSBC México, S. A.,       Ps2,000,000
Institución de Banca
Múltiple, Grupo       December 2007
Financiero HSBC (HSBC)    to December 2008  TIIE + 2.75   Ps1,204,093  Ps1,329,521

Sociedad Hipotecaria
Federal, S. N. C.            Ps  210,000     May 2007
                    to May 2009   between 9.37%
                                 and 10.98%    123,485         15,706

Accrued interest                   1,327,578      1,345,227
                          8,385           7,671

                                       Ps1,335,963  Ps1,352,898
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The bank and other entities loans according due dates for payment were as follows:

          2007  2006

Short term               Ps1,300,395        Ps1,346,307

Long term            35,568      6,591

Total                  Ps1,335,963        Ps1,352,898

NOTE 6 - LABOR LIABILITIES:

The liabilities and costs related to these plans, as well as those related to the seniority premiums 
to which employees are entitled after 15 years of service, are recognized on the basis of actuarial 
studies of independent experts.

The Company has also established plans to cover dismissal indemnities, on the basis of actuarial 
studies made by independent experts.
 
Follows is a summary of the principal consolidated financial data relative to these plans:

Assets and liabilities relating to the seniority premium plan.

        2007     2006

Projected benefit obligation   (Ps1,961)             (Ps1,082)
Plan assets           -              -     

        (1,961)     (1,082)
Transition liability         176        158
Plan modifications         142        159
Actuarial gains                        (77)        (400)

Projected net liability              (Ps1,720)             (Ps1,165)

Actual benefit obligation               (Ps1,859)             (Ps1,033)
Plan assets           -        -

         (1,859)    (1,033)
Projected net liability         1,720       (1,165)

Liability additional     (Ps 139)   Ps   -     

Intangible asset        Ps 139    Ps   -
     

The net cost for the years ended December 31, 2007 and 2006 was Ps712, and Ps560, respectively.

55



Assets and liabilities relating to the dismissal indemnities:

                      December 31,
         2007      2006

Projected benefit obligation             (Ps6,749)              (Ps4,407)
Plan assets           -              -     

        (6,749)      (4,407)
Transition liability       3,053       3,302
Plan modifications         280         305
Actuarial gains          (443)       (1,767)

Projected net liability              (Ps3,859)                         (Ps2,567)

Actual benefit obligation              (Ps6,598)             (Ps4,308)
Plan assets           -              -     

        (6,598)      (4,308)
Projected net liability       (3,843)       (2,567)

Additional liability              (Ps2,755)              (Ps1,741)

Intangible asset                 Ps2,755     Ps1,741

The net cost for the years ended December 31, 2007 and 2006 was Ps2,608 and Ps1,676, 
respectively.

The cost of the above services and of modifications to the plans, the variation in assumptions and 
adjustments for experience, and the transition liability are amortized on the basis of the average 
remaining labor life of employees expected to receive the plan benefits, which is approximately 
15 years.

The weighted average assumptions (net of expected inflation) used to determine, under both plans, 
the net periodic benefit cost for the years ended December 31, 2007 and 2006, were as follows:

Discount rate  4.50%
Salary increase rate 1.00%
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NOTE 7 - STOCKHOLDERS’ EQUITY:

On October 18, 2007, in the unanimous resolutions arrived at in the Stockholders’ Meeting, the 
following agreements reached: i) eliminate the par value of the shares; ii) eliminate the series of 
shares to create a single series; iii) split the company shares, exchanging one thousand shares for 
one former share, without modifying the capital stock amount, and iv) increasing the variable 
capital stock in the amount of  Ps4,527 (Ps4,500 nominal pesos), by means of cash contributions 
through a public offering in Mexico and abroad, generating a net premium on the placement of 
shares of Ps1,032,967.  Said premium consider a decrease corresponding to expenses related to 
the public offering of Ps49,044. See Note 1. 

As recorded in the minutes of the Ordinary Stockholders Meeting of June 20, 2006, HSBC Overseas 
Holdings (UK) Limited (HSBC) subscribed a Ps13,556 (Ps12,699 nominal pesos) increase in FISA’s 
capital stock equivalent to one Series “A” share and 126,999 Series “B” shares, and recognized 
a share premium in an amount of Ps5.18004 (nominal amount per share) recorded in the line 
item additional paid-in capital for a total amount of Ps702,214 (Ps657,860 nominal pesos).  In 
addition, HSBC subscribed a Ps136 (Ps127 nominal pesos) increase in Serfincor’s capital stock 
equivalent to one Series “A” share and 126,999 Series “B” shares and recognized a share premium 
for an amount of Ps0.23081 (nominal amount per share) recorded in the line item additional 
paid-in capital for a total amount of Ps31,449 (Ps29,313 nominal pesos).

After this increase, the capital stock at December 31, 2007 was composed as follows:

 Shares *          Description                  Amount

 200,000,000 Series “A” (Class I)               Ps  20,000
 480,000,000 Series “A” (Class II)          48,000

 680,000,000             68,000

   Restated effect           85,603
   Capital stock in pesos of December 31, 2007
   purchasing power    Ps153,603

The series “A” Class I representing the fixed portion of the capital stock, without withdrawal 
rights. The series “A” Class II representing the variable portion of the capital stock.

* Ordinary nominative shares, respectively, totally subscribed and paid in.
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The Company pays dividends on a regular basis and there are no restrictions to decree dividends.  
At December 31, 2007, the Company paid dividends in the amount of Ps178,786, approved at 
the March 20, 2007 General Stockholders’ Meeting.  During 2006, the Company paid dividends in 
the amount of Ps73,265 and Ps 836,553, approved at the March 27 and June 20, 2006 General 
Stockholders Meetings, respectively.  In addition, at the August 22, 2007 General Stockholders’ 
Meeting, the stockholders approved the transfer of the premium on the sale of shares to retained 
earnings in the amount of Ps96,067.

On October 18, 2007, through unanimous resolutions reached outside the setting of a 
stockholders’ meeting, the stockholders approved the creation of a compensation plan for 
company employees and officers. This structure consists of two trusts set up by two of Serfincor 
subsidiaries, Ejecutivos Santa Fe and Prosefindep, with a financial institution, in accordance with 
the Mexican legislation.

In accordance with the Stock Market Law and the Company’s bylaws, the company is empowered 
to repurchase its own shares on a temporary basis, in the understanding that during the time 
said shares are held by the Company, no voting or other related rights can be exercised at a 
stockholders’ meeting or otherwise.

At December 31, 2007, the total number of repurchased shares was 5,716,700, of which 4,258,700 
or 0.6% correspond to the repurchase fund and 1,458,000 shares or 0.2% correspond to the trust 
pertaining to the stock option plan of the total number of shares in circulation.  The market value 
of the Company’s shares at December 31, 2007 was Ps18.74.

In accordance with Circular 38 “Temporary acquisition of own shares” of FRS, the maximum 
term for replacing the shares among the investing public must not exceed one year as from the 
acquisition date, subject to an additional three-month extension, provided prior authorization is 
obtained from the Commission.  In the event the shares are not again placed among the investing 
public, the capital stock must be reduced.

In accordance with Mexican law, the legal reserve must be increased by 5% of the annual profits 
until it reaches 20% of the capital stock amount.  The amounts transferred to legal reserves as of 
December 31, 2007 and 2006 were Ps13,026 and Ps10,949, respectively.

Dividends paid are not subject to income tax if paid from the Net Tax Profit Account.  Any 
dividends paid in excess of this account are subject to a tax rate equivalent to 38.91% in 2008.  
The tax is payable by the Company and may be credited against its income tax in the same year 
or in the following two years.  Dividends paid from previously taxed profits are not subject to tax 
withholding or additional tax payment.

In the event of a capital reduction, the excess of stockholders’ equity over capital contributions 
is accorded the same tax treatment as dividends, in accordance with the procedures established 
under the Mexican Income Tax Law.
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NOTE 8 - INTEREST INCOME:

Interest income for the year were comprised as follows:

           2007                  2006

Loan portfolio (see Note 14)  Ps2,058,568  Ps1,468,196
Short term investments in securities         3,131           4,530

Total interest income   Ps2,061,699  Ps1,472,726

NOTE 9 - INCOME TAX (IT), ASSET TAX (AT), EMPLOYEES’ STATUTORY PROFIT-
SHARING (ESPS) AND IETU TAX (IETU):

a. IT:

In 2007 and 2006 the Company determined the taxable income.  Based on its financial and tax 
projections, the company’s management determined that the tax to be paid in the future will be the 
Income tax, therefore it  has been recognized the deferred income tax.  Taxable income differs from 
the net income due to timing and permanent differences arising basically from the different basis for 
the recognition of the effects of inflation and for the effects of the non-deductible expenses.
 

On 2007 and 2006, the income tax provision was composed as follows:

          2007        2006

Effective IT:
IT     (Ps278,434)             (Ps169,968)
ESPS            (2,402)          (2,977)

        (280,836)     (172,945)

Deferred IT:
IT           56,109        (15,098)

                (Ps224,747)             (Ps188,043)

As of December 31, 2007 and 2006, the difference between the statutory and effective tax rates 
was 2.1 and 3.1 base points, respectively.

At December 31, 2007 and 2006, the principal timing differences on which deferred income tax 
was recognized were are shown on the next page:
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                      December 31,
          2007      2006
  
Loans written-off     Ps 237,337            Ps 204,430
Allowance for loan losses           294,792       160,926
Provisions *           39,345       55,789
Commisions collected in advance         38,113       32,114
Tax loss carry forwards          28,755        1,865
Fixed assets            7,507       11,172
Prepaid expenses             (18,747)        (21,854)
Software costs           (7,738)        (6,726)
Prepaid commissions                  -              (5,014)

          619,364     432,702
Income tax rate                         28%                     28%

Deferred income tax        173,422                  121,157

IETU deferred income tax (see letter c. below)        3,844        - 

Deferred income tax    Ps 177,266  Ps 121,157

* Provisions include the employees annual work performance and accruals for amounts 
committed with respect to refunds to clients, among other concepts.

At December 31, 2007, a subsidiary of the Company had accumulated tax loss carry forwards 
amounting to Ps28,755, whose right to be amortized against future taxable income expires as 2017.

b. AT:

Asset tax was calculated at 1.25% of the net value of certain assets and is payable only when it 
exceeds the income tax payable.

c. IETU:

On October 1, 2007, was published the Law of the IETU; in effect since January 1, 2008.  The law 
is obligatory to physical and moral people with permanent establishment in Mexico.  The IETU of 
the period calculates applying the rate of the 16,5% in 2008 (17% in 2009 and 17.5% in 2010), 
to a utility determined with base in cash flow, according to establishes the effective legislation.

At the beginning of October 1, 2007, the Company management, in accomplishment with the 
Mexican Financial Reporting Standards, recognized the deferred asset (liability) income tax 
corresponding to the timing differences generated in the calculation of the IETU taxable base, 
which are expected to be materialize in future periods.  The above is based on the financial 
and tax projections of the next years, which estimate that the tax that will be paid is the IETU; 
therefore at December 31, 2007, the subsidiary has recognized deferred asset IETU tax for an 
amount of Ps3,844.
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At December 31, 2007, the principal timing differences on which deferred IETU Tax was recognized 
are as shown below:

                        December 31,
                  2007

Labor liabilities               Ps5,483
Provisions        17,814

       23,297
IETU tax applicable rate        16.5%

Deferred IETU tax asset (see letter a. above)            Ps3,844

NOTE 10 - BALANCES AND TRANSACTIONS WITH RELATED PARTIES:

The main balances as of December 31,2007 and 2006 were as follows:

Receivable:        2007        2006

HSBC      Ps  4,950              
Impulsora Corporativa de Inmuebles, S. A. de C. V.         367       Ps  655
ADEF, S. A. de C. V.             92             210
Operadora Deportiva Cancún, S. A. de C. V.                   244            132
Asociación de Condóminos Vasco de Quiroga 
No. 2121, A. C.              10              14
Asociación de Condóminos Plaza Reforma, A. C.           31   73
Other              142            122

      Ps  5,836    Ps  1,206

These balances are included under the caption “Other accounts receivable - Net”.

Payable:
           2007                            2006

HSBC                 Ps1,212,416            Ps1,337,167
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The main transactions with related parties were as follows:

                   Year ended
             December 31,

Income:                     2007       2006

Administrative services              Ps   30,733             Ps    9,030
 
Expenses:

Interest expense               Ps 155,487             Ps  110,783
Leases                       1,584          -       
Administrative fees        29,325       25,924
Rent            9,775         4,851

     Ps 196,171             Ps 141,558

NOTE 11 - NEW ACCOUNTING STANDARDS:

During the last quarter of 2007, the Mexican Financial Reporting Standards Board issued some 
Financial Reporting Standards (NIF, for its initials in Spanish) and some Interpretations to the 
Financial Reporting Standards (INIF, for its initials in Spanish), which became effective on January 
1, 2008.  It is estimated that these NIF and INIF will not have a significant effect in the Company’s 
financial information.

NIF B-2 “Cash flows statement”: this NIF provides the provisions for the presentation, structure and 
preparation of the cash flows statements to be in accordance with the provisions of the NIF  B-10.  
The NIF B-2 supersedes the Statement B-12, “Statement of changes in the financial position”, and 
also requires to show gross amount of collections and payments; in very specific cases, it is allowed 
to show net cash flows movements.  It is also required to show how the cash balance is obtained.

NIF B-10 “Inflation effects”: this NIF provides the provisions for the recognition of the inflation 
effects under an inflationary environment in the country. This NIF incorporates, among other, 
the following changes: i) the option to choose the use of the National Consumer Price Index or 
the value of the Investment Unit (UDI, a Mexican index based on inflation), ii) eliminates the use 
of the method of valuation for foreign origin assets, and iii) the initial accumulated gain or loss 
from withholding of non monetary assets and the initial accumulated gain or loss from monetary 
position, be reclassified to the retained earnings or maintained in the equity such affects derived 
from items which have not been charged or credited to the income statement.

NIF B-15 “Translation of foreign currency”: this NIF supersedes current Statement B-15 and 
establishes, among other, the elimination of the classification of foreign integrated operation and 
foreign entity. It also establishes the procedures to translate financial information from a foreign 
operation as:  i) from the posted currency to the functional currency, and ii) from the functional 
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currency to the posted currency.  It also allows an entity to express its financial statements in a 
currency different from its functional currency.

NIF D-3 “Employee benefits”: this NIF supersedes current Standard D-3. The most important 
changes are the reduction to a maximum of five-year period to amortize the prior year items, the 
effects of the salary growth in the calculation of the Obligation for Defined Benefits (formerly 
known as Obligations for Projected Benefits), the elimination of the accounting treatment for the 
additional liability and its corresponding intangible asset and separate equity component.  

NIF D-4 “Income tax”: this NIF requires to recognize assets tax as a tax credit and therefore, as 
a deferred income tax asset. The term of permanent difference is eliminated and it also requires 
to reclassify to the retained earnings the initial effects of the deferred income tax recorded in the 
equity, unless the timing difference which gave rise to them have not been realized.

INIF 6 “Option to chose the form of hedges”: this INIF indicates that a derivative financial instrument 
may be considered as such since the date of its acquisition or in a subsequent date, only if it fulfills 
with the new requirements established in the paragraph 51 a) from the Statement C-10.

INIF 7 “Accounting treatment of the comprehensive income or loss derived from a cash flows hedge 
over a projected transaction of purchasing a non financial asset”: this INIF amends the following 
paragraphs of the Statement C-10:

•   Paragraph 105, to clarify that the effects of a hedge recorded in the comprehensive gain or
loss derived from transactions of purchasing a non financial asset can be capitalized in the
cost of the non financial asset, whose price is fixed by the hedge.

•   Paragraph 106, to indicate that in the case of all cash flows hedges, the amounts recorded in
the equity as a part of the comprehensive gain or loss of the year, must be reclassified to the
statement of income in the same period or periods in which the hedge contract is signed or the
projected transaction is affected, except for the cases indicated in paragraph 105.

•   Paragraph 110, to indicate that in the case of the cash flows hedges effects, their accumulated
gain or loss, which had been recognized in the equity as a part of the comprehensive income or
loss, must be recognized as indicated in the paragraph 105, since they are non financial assets.

NOTE 12 - COMMITMENTS AND CONTINGENCIES:

As of December 31, 2007, legal proceedings against the Company consisted of labor suits.  In the opinion of 
Management and the Company’s legal counsel, the likelihood of an unfavorable outcome in these proceeding 
is considered unlikely.  In the event of an unfavorable outcome, the results of these proceeding would not 
have a material impact on the overall financial position or results of operations of the Company.

The Company entered into certain lease contracts related to offices and branches where the 
Company performs its activities. The period of these leases is between three and five years.  The 
total lease payments for the next five years amount to Ps114,059 (Ps39,346 in 2008, Ps31,298 in 
2009, Ps20,673 in 2010, Ps16,291 in 2011 and thereafter Ps6,451).

62 63



NOTE 13 - SUBSEQUENT EVENTS:

At the January 23, 2008 Board of Directors’ Meeting, the Directors approved the first list of  
officers pertaining to the Company’s subsidiaries for assignment of stock option, as well as 
the number of shares subject to their respective options.

The Company conducted share repurchases subsequent to the closing of the 2007 period and 
at the date of the independent auditors’ report in the amount of Ps179,041.

On February 26, 2008, the Company signed an agreement with BBVA Bancomer, S. A. 
Institución de Banca Múltiple, Grupo Financiero BBVA Bancomer for authorization of a 
revolving line of credit of Ps150,000.  The resources from said credit line are to be used as 
working capital and periodic treasury requirements, and will be effective for 2 years. The 
interest rate agreed is the Interbank Interest Compensation Rate, plus 1.90 base points.  In 
March 10, 2008, of the present year a disposition by the total amount of the line of credit 
took place.
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NOTE 14 - FINANCIAL INFORMATION BY SEGMENT:
The total loan portfolio and the interest income by geographical area were as shown below:

               December 31, 
        2007                2006 

    Total loan           Interest           Total loan           Interest
     portfolio            income            portfolio            income
    
Aguascalientes               Ps   78,750          Ps   45,078          Ps   46,369          Ps   29,753
Baja California Norte        93,522                43,769                49,600                34,733
Baja California Sur         38,345                26,724                32,083                24,227
Campeche         45,911                 27,226                31,456                21,563
Chiapas         112,805                73,410                 77,246                52,884
Chihuahua         93,828                57,732                84,239                53,795
Coahuila        274,872               168,316               200,668              124,697
Colima          37,796                24,333                30,376                19,802
Durango          57,770                35,746                31,666                18,810
Estado de México         61,304                35,147                39,569                24,459
Guanajuato       183,528               114,683               113,620                69,582
Guerrero          97,709                53,896                46,349                25,422
Hidalgo           30,867                17,870                20,029                12,516
Jalisco        169,756                91,704                99,800                61,555
Michoacán         97,816                59,241                56,599                35,703
Morelos          95,249                59,805                55,536                32,606
Nayarit          31,250                20,244                24,162                17,875
Oaxaca           69,830                37,432                39,873                26,925
Puebla        120,784                75,256                79,635                46,737
Querétaro          90,548                55,703                58,393                36,717
Quintana Roo         92,600                62,026                72,206                46,277
San Luis Potosí        119,127                73,151                84,062                53,360
Sinaloa        146,265                87,025                93,022                59,584
Sonora        143,583                73,866                81,198                51,040
Tabasco          69,885                39,103                45,743                30,290
Tamaulipas        359,638              220,553               263,366              177,553
Tlaxcala          58,422                38,756                43,689                29,140
Veracruz        356,342              230,190              257,627              167,053
Yucatán          73,829                49,549                61,398                39,931
Zacatecas          39,077                19,394                18,922                 11,617
Oficina Central - Mexico City          9,851                  1,872                  7,209       931

      3,350,859            2,018,800            2,245,710            1,437,137

Restatement effect          -       39,768    -    31,059

Total (see note 8)   Ps3,350,859           Ps2,058,568           Ps2,245,710           Ps1,468,196
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DISCLAIMERS:

This report is not, and under no circumstances is to be construed to be a prospectus, 
offering memorandum, advertisement or public offering of any securities of the Company.  This 
information is provided for informational purposes only and is not intended to be a comprehensive 
description of the Company and its subsidiaries and should not be treated as giving investment 
advice.  Nothing contained herein should be relied upon as a promise or representation as to the 
past or future performance.

This material contains forward-looking statements and information subject to risks 
and uncertainties, which are based on current expectations and projections about future events 
and trends that may affect Company’s business.  These statements may be identified by words 
such as “may,” “plans,” “expects,” “believes” and similar expressions, or by their context. These 
statements are made on the basis of current knowledge and assumptions. By their nature, these 
forward-looking statements involve numerous assumptions, uncertainties and opportunities, both 
general and specific. Various factors could cause actual future results, performance or events to 
differ materially from those described in these statements. No obligation is assumed to update 
any forward-looking statements.  Given these factors, you should not place undue reliance on 
the forward-looking statements. 

The Company has not registered (and has no current intention to register) its securities 
under the United States Securities Act of 1933, as amended (the “U.S. Securities Act”), or any 
state securities or “blue sky” laws and the Company is not registered under the United States 
Investment Act of 1940, as amended.  The securities of the Company may not be offered or 
sold in the United States or to U.S. persons unless registered under the U.S. Securities Act and 
applicable state securities laws or an exemption from such registration is available.
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