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(Editor's Note: In the original version of this article, published on April
28, 2010, FROB' s maxi mum out standi ng i ssuance anount for which the Spanish
state provides it with an explicit, tinely, unconditional, and irrevocabl e
guarantee on all due principal and interest paynments was nisstated in the
second paragraph. A corrected version follows.)

* In our opinion, Spainis likely to have an extended period of subdued
econom ¢ growth, which weakens its budgetary position.

« W have lowered our long-termrating on the Kingdomof Spain to 'AA" from
" AA+' and assigned a negative outl ook.

e Since our rating on issuance by the Fondo de Reestructuraci 6n O denada
Bancaria (FROB)--a key entity for the Spanish state in nanaging the
restructuring of Spanish credit institutions--is based on an equalization
with the long-termsovereign rating, we are |lowering our rating on FROB' s
i ssuance to ' AA" from' AA+' .

MADRI D (Standard & Poor's) April 28, 2010--Standard & Poor's Ratings Services
said today that it has lowered its long-termdebt rating to 'AA" from'AA+ on
the €3 billion 3% senior unsecured bonds issued by Fondo de Reestructuraci6n
O denada Bancaria (FROB; "Fund For Orderly Bank Restructuring")--a key entity
for the Spanish state in managi ng the restructuring of Spanish credit
institutions and reinforcing the latter's own resources. The rating action is
the same as that we have taken today on the Kingdom of Spain

(AA/ Negative/ A-1+4).

Qur 'AA" rating on FROB' s issuance is based on an equalization with the
| ong-term sovereign credit rating. The Spanish state provides an explicit,
timely, unconditional, and irrevocabl e guarantee--stipulated in the guarantee
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terns--on all due principal and interest paynents of issuance by FROB up to an
outstandi ng total of €27 billion or its equivalent in any other currency.
According to Article 9 of the guarantee, if FROB fails to make its due
paynments, creditors have | egal confort since they not only have direct
recourse to the guarantor, but the Bank of Spain, as FROB s payi ng agent and
in representation of the creditors, will also deposit a payment request with
the guarantor on their behalf, wi thout the creditors having to take prior

| egal action agai nst FROB.

FROB was created by the Spani sh government as a key entity to manage the
restructuring of Spanish credit institutions, and to reinforce these
institutions' own resources according to the terns stipulated in the Royal

Decr ee-| aw 9/ 2009 of June 26, 2009. FROB is 75% owned by the Spanish state;
the rest of the capital is divided between the Deposit CGuarantee Fund of

Banks, the Deposit Cuarantee Fund of Savi ngs Banks, and the Deposit QGuarantee
Fund of Credit Cooperatives, according to the percentage of the total deposits
inthe credit institutions at year-end 2008. This sharehol der structure is
reflected in FROB's initial endowrent, which amounted to €9 billion, of which
the state provided €6.75 billion

FROB may grant--under market conditions--the funds it acquires, to any of the
Deposit Guarantee Funds, whether of banks, savings banks, or credit
cooperatives, in order to provide financial support in relation to the
restructuring of credit institutions. The funds may al so be used for
restructuring transactions where FROB has been appointed as interim
administrator of a credit institution, and also to enhance credit
institutions' own resources, to acquire preferential holdings that are
convertible into shares and ownership quotas, or to contribute to the credit
cooperatives' capital base. Unassigned assets of the fund rmust be converted
into public debt or into other high-liquidity, lowrisk assets.
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