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PROSPECTUS
Santander Finance Preferred S.A., Unipersonal
(incorporated with limited liability under the laws of Spain)
Offer to Exchange

20,000,000 Santander Finance Preferred S.A., Unipersonal 6.80%
Non-Cumulative Series 4 Guaranteed Preferred Securities (par value $25.00 per security)
fully and unconditionally guaranteed as described herein by
Banco Santander, S.A., which, along with the guarantee,
have been registered under the Securities Actof1933

(CUSIP No. 80281R706 and ISIN No. US80281R7061)
for

All Outstanding 20,000,000 Santander Finance Preferred S.A., Unipersonal 6.80%
Non-Cumulative Guaranteed Series 4 Preferred Securities (par value $25.00 per security)
fully and unconditionally guaranteed as described herein by
Banco Santander, S.A., which were previously sold in
transactions exempt from registration under the Securities Act 0of1933
(CUSIP No. 80281R409 and ISIN No. US80281R4092)

We are offering to exchange up to 20,000,000 of our new 6.80% Non-Cumulative Guaranteed Series 4 Preferred Securities,
which we refer to as the “exchange Series 4 preferred securities,” for up to 20,000,000 of our existing 6.80% Non-Cumulative
Guaranteed Series 4 Preferred Securities, which were previously sold in transactions exempt from re gistration under the Securities
Actof 1933 (the “Securities Act”) and which we refer to as the “restricted Series 4 preferred securities.” We refer to the restricted
Series 4 preferred securities and the exchange Series 4 preferred securities as the “Series 4 preferred securities™. The terms of
the exchange Series 4 preferred securities are identical in all material respects to the terms of the restricted Series 4 preferred
securities, except that the exchange Series 4 preferred securities have been registered under the Securities Act, and the transfer
restrictions and re gistration rights relating to the restricted Series 4 preferred securities do notapply to the exchange Series 4
preferred securities.

To exchange your restricted Series 4 preferred securities for exchange Series 4 preferred securities:
e youare required to make the representations described on pages 28-35 to us; and

e youmustinstruct your bank or broker to further instruct the Depository Trust Company (“DT C”) Participant through which
your restricted Series 4 preferred securities are held to tender your restricted Series 4 preferred securities for exchange
to DTC through the DTC Automated Tender Offer Program (“ATOP”) by 5:00 p.m., New York City time, on November
6, 2007 (the “Exchange Offer Deadline™).

You should read the section called “The Exchange Offer” for further information on how to exchange your restricted Series 4
preferred securities for exchange Series 4 preferred securities.

The restricted Series 4 preferred securities are listed on the London Stock Exchange and we intend to apply to list the
exchange Series 4 preferred securities on the New York Stock Exchange and the London Stock Exchange.



See “Risk Factors” beginning on page 14 for a discussion of risk factors that should be considered by you prior to
tendering your restricted Series 4 preferred securities in the exchange offer.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved
of the securities to be issued in the exchange offer or passed upon the adequacy or accuracy of this Prospectus. Any
representation to the contrary is a criminal offense.

The date of this Prospectus is October 9, 2007
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You should rely only on the information contained in this prospectus. We have notauthorized any other person to provide you
with different information. If anyone provides you with different or inconsistent information, you should notrely on it. We are not
offering the exchange Series 4 preferred securities in any jurisdiction where the offer is not permitted. You should assume that the
information contained in this prospectus is accurate only as of the date of the applicable document.

Each broker-dealer that receives exchange Series 4 preferred securities for its own account pursuant to the exchange offer
mustacknowledge that it will deliver a prospectus in connection with any resale of such exchange Series 4 preferred securities. By
so acknowledging and by delivering a prospectus, the broker-dealer will notbe deemed to admit that it is an “underwriter” within
the meaning of the Securities Actof 1933, as amended, which we refer to as the Securities Act. This prospectus, as it may be
amended or supplemented from time to time, may be used by a broker-dealer in connection with resales of exchange Series 4
preferred securities received in exchange forrestricted Series 4 preferred securities where such restricted Series 4 preferred
securities were acquired by such broker-dealer as a result of marke t-making activities or other trading activities. We have agreed
that, starting on the Exchange Offer Expiry Date (as defined below) and ending on the close of business 90 days after the
Exchange Offer Expiry Date, we will make this prospectus available to any broker-dealer for use in connection with any such
resale. The term “Exchange Offer Expiry Date” means 5:00 p.m. New York City time, on November 6, 2007 or, ifextended by us,
the latest time and date to which the exchange offer is extended. See “Plan of Distribution.”

See “Risk Factors,” beginning on page 14 for a description of certain factors relating to a decision to tender your
restricted Series 4 preferred securities in the exchange offer, including information about our business. Neither we nor
our representatives are making any representation to you re garding the le gality of




participation in the exchange offer by you under applicable le gal investment or similar laws. You should consult with your own
advisors as to legal, tax, business, financial and related aspects of a decision whether to tender your restricted Series 4 preferred
securities in the exchange offer.

Unless otherwise indicated or the context otherwise requires, all references in this prospectus to “Banco Santander,” the
“Company,” the “Guarantor,” “we,” “our,” “ours,” “us” or similar terms refer to Banco Santander, S.A., and all re ferences to
“Santander Finance Preferred” or the “Issuer” refer to Santander Finance Preferred, S.A. Unipersonal, a wholly-owned subsidiary
of Banco Santander, S.A. and the issuer of the preferred securities.

The exchange Series 4 preferred securities will be available initially only in book-entry form. We expect that the exchange
Series 4 preferred securities will be issued in the form of one or more registered global securities. The global securities will be
deposited with, or on behalf of, DTC, and registered in its name or in the name of Cede & Co., its nominee. Securitie s
entitlements in respect of the global securities will be shown on, and transfers of securities entitlements in respect of the global
securities will be effected through, records maintained by DTC and its direct or indirect participants. See “The Description of
Exchange Preferred Securities—Book-Entry System; Delivery and Form™ for further discussion of these matters.

We intend to apply to list the exchange Series 4 preferred securities on the New York Stock Exchange. We will comply with
any undertakings given by us from time to time to the New York Stock Exchange in connection with the exchange Series 4 preferred
securities, and we will furnish to the New York Stock Exchange all such information as the rules of the New York Stock Exchange
may require in conne ction with the listing of the exchange Series 4 preferred securities.




SPANISH WIT HHOLDING T AX REQUIREMENT S

Under Spanish law, distributions inrespect of the preferred securities as well as imputed income deriving from the exchange
of the restricted Series 4 preferred securities in relation to an exchange offer will be subject to withholding tax in Spain, currently at
the rate of 18%, in the case of (a) individual holders (as defined herein) who are resident for tax purposes in Spain; and (b) holders
who receive payments through a Tax Haven (as defined in Royal Decree 1080/1991, of 5th July, as amended). Each of the Issuer
and the Guarantor is required pursuant to Spanish law to submit to the Spanish tax authorities certain details relating to beneficial
owners who receive distributions on the preferred securities or obtain imputed income deriving from the exchanges of the
preferred securities in relation to an exchange offer. Beneficial owners in respect of whom such information is not provided to the
Issuer or the Guarantor in accordance with procedures described herein will receive payments net of Spanish withholding tax,
currently at the rate of 18%. Neither the Issuer nor the Guarantor will pay Additional Amounts in respect of any such withholding tax
inany of the above cases. See “Taxation—Spanish Tax Considerations—Evidencing of Bene ficial Owner Residency in
Connection with Distributions and Income Obtained from the Exchange ofrestricted Series 4 preferred securities for exchange
Series 4 preferred securities”.

The Issuer and the Guarantor have arranged certain procedures with Acupay System LLC (“Acupay”) and DTC that will
facilitate the collection of the required bene ficial owner information. The procedures arranged by Acupay and DTC are intended
to facilitate the collection of information re garding the identity and residence of bene ficial owners who (i) are exempt from Spanish
withholding tax re quirements and therefore entitled to receive payments inrespectofthe preferred securities free and clear of
Spanish withholding taxes and (ii) are (a) direct participants in DTC, (b) hold their interests through securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a direct or indirect custodial re lations hip with a
direct participant in DT C (each such entity an “indirect DT C participant”) or (¢) hold their interests through direct DT C participants.
These procedures are set forth in Annexes A and B to this prospectus.

Such procedures may be amended to comply with Spanish laws and re gulations or any judicial or administrative interpretation
thereof. The description of these procedures contained in this prospectus is a summary only. Bene ficial owners mustseek their
own tax advice to ensure that they comply with all procedures with respect to providing bene ficial owner information. None of the
Issuer, the Guarantor, Acupay or DT C assume any responsibility there for.

DTC is under no obligation to continue to perform the tax certification procedures and such procedures may be modified or
discontinued at any time. In addition, DT C may discontinue providing its services as securities depositary with respect to the
preferred securities at any time by giving reasonable notice to us.

IfDTC or the direct or indirect participants in DT C are unable to facilitate the collection of such information, the Issuer may
attempt to remove the preferred securities from the DTC clearing system and this may affect the liquidity of the preferred
securities. Provision has been made for the Series 4 preferred securities to be represented by certificated Series 4 preferred
securities in the event that the Series 4 preferred securities cease to be held through DTC. See “Description of the Exchange
Preferred Securities—Form, Denomination, Transfer and Re gistration”.

The Issuer and the Guarantor, as applicable, may, in the future, withhold amounts from payments for the bene fit of bene ficial
owners who are subjectto Corporate Income Tax in Spain if the Spanish tax authorities determine that the preferred securities do
not comply with exemption re quirements specified in the Reply to a Consultation of the Directorate General for Taxation (Direccion
General de Tributos) dated July 27, 2004 or otherwise require such withholding to be made. If this were to occur, neither the Issuer
nor the Guarantor will pay Additional Amounts in respect of such withholding. See “Taxation—Spanish Tax Considerations—Le gal
entities with tax residency in Spain—Corporate Income Tax (Impuesto sobre Sociedades)”.




‘WHERE YOU CAN FIND MORE INFORMAT ION

We are subject to the periodic reporting and other informational re quirements of the Exchange Act, exceptthatas a foreign
issuer, we are notsubjectto the proxy rules or the short-swing profit disclosure rules of the Exchange Act. In accordance with
these informational and reporting re quirements, we file or furnish reports and other information with the SEC. We file annual reports
on Form 20-F, which include annual audited consolidated financial statements prepared in accordance with the EU-IFRS required to
be applied under Bank of Spain’s Circular 42004 (Under Re gulation (EC) No 1606/2002 of the European Parliament and of the
Council of July 19, 2002, all companies governed by the law of an EU Member State and whose securities are admitted to trading
onaregulated market of any Member State must prepare their consolidated financial statements in conformity with the Inte rnational
Financial Reporting Standards previously adopted by the European Union (“EU-IFRS”). Bank of Spain Circular 42004 of December
22,2004 on Pubilc and Confidential Financial Reporting Rules and Formats (“Circular 4/2004”) requires Spanish credit institutions
to adapt their accounting systems to the principles derived from the adoption by the European Union of Inte rnational Financial
Reporting Standards. Therefore, the Group is required to prepare its consolidated financial statements in conformity with the EU-
IFRS required to be applied under Bank of Spain’s Circular 4/2004) accompanied by certain re conciliations to U.S. GAAP
(Generally Accepted Accounting Principles in the United States of America), and furnish reports on Form 6-K containing our
quarterly unaudited consolidated financial statements prepared in accordance with the EU-IFRS required to be applied under Bank
of Spain’s Circular 42004 and certain other information. These materials may be inspected and copied at the SEC’s Public
Reference Roomat 100 F Street, N.E., Room 1580, Washington, D.C. 20549 and at the SEC’s re gional offices at 500 West
Madison Street, Suite 1400, Chicago, Illinois 60661, and 233 Broadway, New York, New York 10279. Copies of the materials may
be obtained from the Public Reference Room of the SEC at 100 F Street, N.E., Room 1580, Washington, D.C. 20549 at prescribed
rates. The public may obtain information on the operation of the SEC’s Public Reference Room by calling the SEC in the United
States at 1-800-SEC-0330. In addition, the SEC maintains an Internet website at http:/www.sec.gov, from which you can
electronically access materials we have filed. Copies of material we file can also be inspected at the offices of the New York
Stock Exchange at20 Broad Street, New York, New York 10005.

We incorporate by reference in this prospectus certain information that we have filed with the SEC, which means that we
disclose important information to you by re ferring you to those documents. The information incorporated by reference is deemed
to be part of this prospectus, and information that we file later with the SEC will automatically update and supersede this information
to the extentspecified in such later filings. We incorporate by reference the documents listed below, and, to the extent indicated
therein, any filings that we may make after the date of this prospectus with the SEC under Sections 13 or 15(d) of the Securities
Exchange Actof 1934 (the “Exchange Act”):

e Annual Report of Banco Santander, S.A. on Form 20-F for the year ended December 31, 2006, as filed with the SEC on
July 2, 2007 (the “2006 Form 20-F”), including our audited consolidated financial statements and the notes thereto; and

e  Period Reporton Form 6-K of Banco Santander, S.A. including our unaudited condensed consolidated financial
statements and the notes as thereto as filed with the SEC on October 5, 2007 (the “June 30, 2007 Form 6-K”).

With the exception of the reports specifically incorporated by reference in this prospectus as set forth above, material
contained on or accessible through our website is not incorporated into this prospectus. You may also requesta copy of our filings
atno cost, by writing or calling us at the following address:

Banco Santander, S.A.
New York Branch
45 East 53rd Street
New York, New York 10022
(212) 350-3500

ENFORCEABILITY OF CERT AIN CIVIL LIABILIT IES

The Issuer and the Guarantor are limited liability companies (sociedades anonimas) organized under the laws of the Kingdom
of Spain. All of the Issuer’s directors and substantially all of the executive officers and directors of the Guarantor, and certain of the
experts named in this prospectus, are notresidents of the United States and all or a substantial portion of the assets of the
Guarantor and the Issuer’s and their respective directors and officers are located outside the United States. As a result, it may not
be possible forinvestors to effectservice of process within the United States upon such persons with respect to matters arising
under the Securities Actor to enforce against them judgments of courts of the United States predicated upon civil liability under the
Securities Act. The Issuer and the Guarantor are advised by our Spanish le gal counsel that there is doubt as to the enforceability in
Spain




in original actions or in actions for enforcement of judgments of United States courts, of liabilities predicated solely upon the
securities laws of the United States.

The Issuer and the Guarantor have expressly submitted to the non-exclusive jurisdiction of New York State and United States
federal courts sitting in New York City for the purpose of any suit, action or proceeding arising out of the Guarantee and has
appointed Banco Santander, S.A., New York Branch, located at45 East 53rd Street, New York, New York 10022, as its agent in
New York City to acceptservice of process in any such action.

FORWARD-LOOKING STATEMENT S

This prospectus contains statements that constitute “forward-looking state ments” within the meaning of the U.S. Private
Securities Litigation Reform Actof 1995. Forward-looking statements include information re garding:

e exposure to various types of marketrisks;

e managementstrategy;

e capital expenditures;

e carnings and other targets; and

e assetportfolios.

Forward-looking statements may be identified by words such as “expect,” “project,” “anticipate,” “should,” “intend,”
“probability,” “risk,” “VaR,” “DCaR,” “ACaR,” “RORAC,” “target,” “goal,” “objective,” “estimate,” “future” and similar
expressions. The Issuer and the Guarantor include forward-looking statements in this prospectus. Forward-looking statements are
nota guarantee of future performance and involve risks and uncertainties, and actual results may differ materially from those in the
forward-looking statements.

You should understand thatadverse changes in the following important factors, in addition to those discussed in the “Risk
Factors™ section of this prospectus, the risk factors and certain other information detailed in the Guarantor’s Annual Report on Form
20-F for the year ended December 31, 2006 and in the June 30, 2007 Form 6-K, could affect the Guarantor’s future results and
could cause those results or other outcomes to differ materially from those anticipated in any forward-looking state ment:

Economic and Industry Conditions

e exposure to various types of marketrisks, principally including interestrate risk, foreign exchange rate risk and e quity
price risk;

e general economic or industry conditions in Spain, the United Kingdom, other European countries, Latin America, the
United States and the other areas in which the Guarantor has significant business activities or investments;

e the effects of a decline inreal estate prices, particularly in Spain and the United Kingdom;

e monetary and interestrate policies of the European Central Bank and various central banks;

e inflation or deflation;

e the effects of non-linear market behavior that cannot be captured by linear statistical models, such as the
VaR/DCaR/ACaR model the Guarantor uses;

e changes in competition and pricing environments;

e the inability to hedge some risks economically;




e the adequacy of loss reserves;

e acquisitions, including our proposed acquisition of certain assets of ABN AMRO Holdings N.V., or restructurings;

e changes in demographics, consumer spending or saving habits; and

e changes in competition and pricing environments as a result of the progressive adoption of the internet for conducting
financial services and/or other factors.

Political and Governmental Factors

e political stability in Spain, the United Kingdom, other European countries and Latin America; and

e changes in Spanish, United Kingdom, European Union, United States or other laws, re gulations or taxes.

Transaction and Commercial Factors

e the Guarantor’s ability to integrate successfully its acquisitions, and the challenges inherent in diverting management’s
focus and resources from other strate gic opportunities and from operational matters while the Guarantor inte grates these
acquisitions; and

e the outcome of the Guarantor’s ne gotiations with business partners and governments.

Operating Factors

e technical difficulties and the development and use of new technologies by the Guarantor and its competitors;

e the impactofchanges in the composition of the Guarantor’s balance sheet on future netinterest income; and

e potential losses associated with an increase in the level of substandard loans or non-performance by counterparties to
other types of financial instruments.

The forward-looking statements contained in this prospectus speak only as of the date of this prospectus. Neither the Issuer
nor the Guarantor undertake to update any forward-looking statement to reflect events or circumstances after such dates or to
reflect the occurrence of unanticipated events.

Neither the Issuer nor the Guarantor undertake any obligation to release publicly the results of any future revisions the Issuer or
the Guarantor may make to forward-looking statements to reflect events or circumstances after the date of this prospectus or to
reflect the occurrence of unanticipated events.

PRESENT AT ION OF FINANCIAL INFORMAT ION

We publish our consolidated financial statements in Euros and to the extent that any amounts reflected in such financial
statements are stated in United States dollars or any other currency, such amounts have been translated from Euros atan assumed
rate and solely for convenience and should notbe construed as representations that such United States dollars or other currency
actually represent such dollar or other currency amounts or could be converted into such dollars or other currency at the rate
indicated.




PROSPECT US SUMMARY

This summary highlights material information contained else where in this prospectus. This summary does not contain all of the
information that you should consider before deciding whether to tender your restricted Series 4 preferred securities in the
exchange offer. You should read the entire prospectus care fully, be fore making a decision to tender your restricted Series 4
preferred securities in the exchange offer, including the section entitled “Risk Factors,” and Banco Santander’s 2006 Form 20-F
(including our audited consolidated financial statements and the notes thereto), as well as Banco Santader’s June 30, 2007 Form 6-
K.

For information re garding the guarantor and Issuer, please referto ltem4 ofthe 2006 Form 20-F, which is incorporated in this
prospectus.

The Guarantor’s principal executive offices are located at Banco Santander, S.A., Ciudad Grupo Santander, Avenida de
Cantabria s/n, 28660 Boadilla del Monte, Madrid, Spain, and its telephone number is +34-91-259-6520.

The Issuer’s principal executive office is located in the Guarantor’s principal e xe cutive offices at Ciudad Grupo Santander,
Avenida de Cantabria s/n, 28660 Boadilla del Monte, Madrid, Spain, and its telephone number is +34-91-257-2057.

THE EXCHANGE OFFER

Securities Offered The Issueris offering up to 20,000,000 6.80% Non-Cumulative Guaranteed
Series 4 Preferred Securities, par value $25 per security, of Santander
Finance Preferred, S.A. Unipersonal, which have beenregistered under the
Securities Act.

The Exchange Offer The Issuer is offering to issue the exchange Series 4 preferred securities
(CUSIP No. 80281R706 and ISIN No. US80281R7061) in exchange for a like
principal amount of your restricted Series 4 preferred securities (CUSIP No.
80281R409 and ISIN No. US80281R4092). The Issuer is offering to issue
the exchange Series 4 preferred securities to satisfy its obligations
contained in the re gistration rights agreement entered into when the
restricted Series 4 preferred securities were sold in transactions permitte d
by Rule 144A under the Securities Actand there fore notregistered with the
SEC. For procedures for tendering, see “The Exchange Offer.”

Tenders, Exchange Offer Expiry Date, Withdrawal =~ The exchange offer will expire at 5:00 p.m. New York City time on
November 6, 2007 unless itis extended. If you decide to exchange your
restricted Series 4 preferred securities for exchange Series 4 preferred
securities, you must acknowledge that you are not engaging in, and do not
intend to engage in, a distribution of the exchange Series 4 preferred
securities. If you decide to tender your restricted Series 4 preferred
securities in the exchange offer, you may withdraw them at any time prior to
5:00 p.m. New York City time on November 6, 2007. If the Issuer decides
for any reason not to acceptany restricted




Material U.S. Federal Income Tax Consequences

Spanish Tax Consequences

Use of Proceeds

Tax Certification and Exchange Agent

Failure to Tender Your restricted Series 4 preferred
securities

Series 4 preferred securities for exchange, your restricted Series 4
preferred securities will be returned to you without expense to you promptly
after the exchange offer expires.

Your exchange ofrestricted Series 4 preferred securities for exchange
Series 4 preferred securities in the exchange offer will not constitute a
taxable exchange for U.S. federal income tax purposes. See “Taxation—
Material U.S. Federal Income Tax Considerations” for the tax
consequences of the exchange ofrestricted Series 4 preferred securities
and the ownership of exchange Series 4 preferred securities.

The exchange ofrestricted Series 4 preferred securities for exchange
Series 4 preferred securities may give rise to imputed income under
Spanish tax law. If the tax certification and exchange agent (the “Tax
Certification and Exchange Agent”) does notreceive on your behalf the
beneficial owner identity and residence information required by Spanish tax
law and set forth in Annex B (the “Bene ficial Owner Exchange
Information™), the Issuer and Guarantor will withhold Spanish withholding tax
from the relevant distribution payment on your preferred securities as to
which the required Bene ficial Owner Exchange Information has notbeen
provided at the rate of 18% of any such imputed income, and, if the amount
of such distribution is insufficient to fund such withholding tax, your
exchange Series 4 preferred securities will be sold to the extent necessary
to fund such withholding tax. See “The Exchange O ffer—Exchange
Withholding Tax”, “Taxation—Spanish Tax Considerations” and Article Il
of Annex A.

The Issuer will notreceive any proceeds from the issuance of the exchange
Series 4 preferred securities in the exchange offer.

Acupay is the Tax Certification and Exchange Agent for the exchange offer.

If you fail to tender your restricted Series 4 preferred securities in the
exchange offer, you will not have any further rights under the re gistration
rights agreement, including any right to re quire the Issuer to register your
restricted Series 4 preferred securities or to pay you distributions ata
higher rate.

We believe that you will be able to resell the exchange Series 4 preferred securities without registering them with
the SEC if you meet the requirements described below.




Based on interpretations by the SEC’s staff in no-action letters issued to third parties, we believe that exchange Series 4
preferred securities issued in exchange for restricted Series 4 preferred securities in the exchange offer may be offered for
resale, resold or otherwise transferred by you without re gistering the exchange Series 4 preferred securities under the Securities
Actordelivering a prospectus, unless you are a broker-dealer receiving securities for your own account, so long as:

e youare notone of the Issuer’s or Guarantor’s “affiliates™, which is defined in Rule 405 of the Securities Act;

e youacquire the exchange Series 4 preferred securities in the ordinary course of your business;

e youdo nothave any arrange ment or understanding with any person to participate in the distribution of the exchange Series
4 preferred securities; and

e youare notengaged in, and do notintend to engage in, a distribution of the exchange Series 4 preferred securities.

If you are an affiliate of the Issuer, the Guarantor, or you are engaged in, intend to engage in or have any arrange ment or
understanding with respect to, the distribution of exchange Series 4 preferred securities acquired in the exchange offer, you (1)
should notrely on our interpretations of the position of the SEC’s staffand (2) must comply with the re gistration and prospectus
delivery requirements of the Securities Act in connection with any resale transaction.

If you are a broker-dealer and receive exchange Series 4 preferred securities for your own account in the exchange offer:

e youmustrepresentthat you do not have any arrange ment with the Issuer, the Guarantor or any affiliate of the Issuer or the
Guarantor to distribute the exchange Series 4 preferred securities;

e youmustacknowledge that you will deliver a prospectus in connection with any resale of the exchange Series 4 preferred
securities youreceive from the Issuer in the exchange offer. By so acknowledging and by delivering a prospectus, you
willnotbe deemed to admit that you are an “underwriter” within the meaning of the Securities Act; and

e youmay use this prospectus, as it may be amended or supplemented from time to time, in connection with the resale of
exchange Series 4 preferred securities received in exchange for restricted Series 4 preferred securities acquired by you
as a result of marke t-making or other trading activities.

Fora period of 90 days after the expiration of the exchange offer, we will make this prospectus available to any broker-dealer
for use in connection with any resale described above.
7




SUMMARY CONSOLIDATED FINANCIAL DAT A

The consolidated financial information presented below has been extracted or derived from our consolidated financial
statements as of and for the periods ended December 31, 2004, 2005, 2006 and for the six-month period ended June 30, 2006
and June 30, 2007, prepared in accordance with the EU-IFRS required to be applied under Bank of Spain’s Circular 4/2004.

Results for the past periods are not necessarily indicative of results that may be expected for any future period, and results for
the six-month period ended June 30, 2007 are not necessarily indicative of results that may be expected for the entire year ended
December 31, 2007 or any other period.

As of and for the As of and for the
Consolidated Income Statement Data Year Ended December 31, Six Months ended June 30,
2006 2005 2004 2007

(in thousands of curos, except percentages and per share data)

Interest and similar income 36.840.,896 33,098,866 17,444,350 21,426,190
Interest expense and similar charges (24,757,133)  (22,764,963)  (10,271,884) (14,293,334
Income from equity instruments 404,038 335,576 389,038 283,702
Net interest income 12,487,801 10,669,479 7,561,504 7,416,558
Share ofresults from entities accounted for by the
equity method 426,921 619,157 449,036 159,800
Net fees and commissions (1) 7,223,264 6,256,312 4,727,232 4,153,824
Insurance activity income 2972851 226,677 161,374 189,121
Gains on financial transactions (2) 2,179,537 1,561,510 1,099,795 1,287,842
Gross income 22,615,374 19,333,135 13,998,941 13,207,145
Net income from non-financial activities (3) 118,913 156,178 118,308 77,209
Other operating expenses, net (4) (119,352) (89,540) (61,974) (69,918
General administrative expenses (10,095417)  (9A473,116)  (6,790,485) (5,396,907
Personnel (6,045447)  (5,675,740)  (4.296.171) (3,190,329
Other general and administrative expenses (4,049.,970) (3,797.376) (2,494.314) (2,206,578
Depreciation and amortization (1,150,770) (1,017,335) (834,112) (624,238
Net operating income 11,368,748 8,909,322 6,430,678 7,193,291
Impairment losses (net) (2,550.,459) (1,801,964) (1,847,294) (1,545,193
Net gains on disposal ofinvestments in associates (5) 271,961 1,298,935 30,891 6,334
Net results on other disposals, provisions, and other
income (6) 59,767 (606.618) (227,002) 306,190
Profit before tax 9,150,017 7,799,675 4,387,273 5,960,622
Income tax (2,293,638)  (1,274,738) (525,824) (1,233,802
Profit from continuing operations 6,856,379 6,524,937 3,861,449 4,726,820
Profit from discontinued operations 1,389,374 224,833 134,785 -
Consolidated profit for the year 8,245,753 6,749,770 3,996,234 4,726,820
Profit attributed to minority interests 649,806 529,666 390,364 268,450
Profit attributed to the Group 7,595,947 6,220,104 3,605,870 4,458,370

Per Share Information:

Average number ofshares (thousands) (7) 6,248,376 6,240,611 4,950,498 6,241,449
Basic earnings per share (in euros) 1.2157 0.9967 0.7284 0.7143
Basic earnings per share —continued operations (in

euros) 1.0271 0.9735 0.7122 0.7143
Diluted earnings per share (in euros) 12091 0.9930 0.7271 0.7110
Dividends paid (in euros) (8) 0.52 0.42 0.33 0.12
Dividends paid (in US$) (8) 0.65 0.49 0.39 0.17




Consolidated Balance Sheet Data:

Total assets

Loans and advances to credit institutions (9)
Loans and advances to customers (net) (9)
Investment Securities (10)

Investments: Associates

Liabilities

Deposits from central banks and credit institutions
(11

Customer deposits (11)

Debt securities (11)

Capitalization
Guaranteed Subordinated debt excluding preferred
securities (12)

Secured Subordinated debt

Other Subordinated debt

Preferred securities (12)

Preferred shares (12)

Minority interest (including net income ofthe
period)

Stockholders’ equity (13)

Total capitalization

Stockholders’ Equity per Share (13)

Other managed funds
Mutual funds

Pension funds

Managed portfo lio

Total other managed funds

Consolidated Ratios

Pro fitability Ratios:

Net Yield (14)

Efficiency ratio (15)

Return on average total assets (ROA)

Return on average stockholders’ equity (ROE)
Capital Ratio:

Average stockholders’ equity to average total
assets

Ratio ofearnings to fixed charges (16)
Excluding interest on deposits

Including interest on deposits

Credit Quality Data

Allowances for impaired assets (excluding
country-risk)

Allowances for impaired assets as a percentage of
total loans

Impaired assets (17)
Impaired assets as a percentage oftotal loans
Allowances for impaired assets as a percentage of
impaired assets

Net loan charge-offs as a percentage oftotal loans

As of and for the
Year ended December 31,

As of and for the
Six Months Ended June 30,

2006

2005

2004

2007

(in thousands of curos, except percentages and per share data)

833,872,715
60,174,538
523,345,864
136,760,433
5,006,109

113,035,937
331,222,601
204,069,390

11,186,480

12,399,771
6,836,570
668,328

2,220,743
44,851,559
78,163,451
7.18

119,838,418
29,450,103

17,835,031
167,123,552

1.67%
48.53%
1.00%
21.39%

4.36%

L.77%
1.35%

8,626,937

1.62%
4,607,547
0.87%

187.23%
0.34%

809,106,914
59,773,022
435,828,795
203,938,360
3,031,482

148,622,407
305,765,280
148,840,346

8,973,699

13,016,989
6,772,768
1,308,847

2,848,223
39,778,476
72,699,002
6.37

109,480,095
28,619,183
14,746,329

152,845,607

1.68%
52.82%
0.91%
19.86%

4.24%

1.82%
1.31%

7,902,225

L.78%
4,341,500
0.98%

182.02%
0.23%

664,486,300
58,379,774
369,350,064
138,753,764
3,747,564

83,750,339
283,211,616
113,838,603

9,369,939
508,039
12,300,179
5,292,016
2,124,222

2,085,316
34,414,942
66,094,652
6.95

97,837,724
21,678,522
8,998,388
128,514,634

2.21%
52.76%
1.01%
19.74%

4.62%

1.90%
1.39%

6,813,354

1.81%
4,114,691
1.09%

165.59%
0.16%

885,603,464
65,748,349
552,685,611
138,454,447
4,949 471

109,207,216
333,977,208
239,148,957

12,955,618

11,507,539
7,364,674
664,020

2,303,927
45,842,510
80,638,288

7.34

133,774,138
31,628,838
20,808,774
186,211,750

1.82%
44.38%
1.10%
22.57%

4.60%

1.82%
1.40%

9,056,109

1.61%
5,353,641
0.95%

169.16%
0.18%




¢

Equals “Fee and commission income” less “Fee and commission expense” as stated in our consolidated financial statements.

(2) Equalsthe sum of “Gains/losses on financial assets and liabilities (net)” and “Exchange differences (net)” as stated in our
consolidated financial statements.

(3) Equals the sum of “Sales and income from the provision ofnon-financial services” and “Cost ofsales™ as stated in our consolidated
financial statements.

(4) Equals the sum of“Other operating income™ and “Other operating expenses” as stated in our consolidated financial statements.

(5) Equals the sum of“Other gains: Gains on disposal ofinvestments in associates” and “Other losses: Losses on disposal ofinvestments
in associates” as stated in our consolidated financial statements.

(6) Includes “Provisions (net)”, “Finance income from non-financial activities”, “Finance expense from non-financial activities”, “Other

gains: Gains on disposal of tangible assets”, “Other gains: Other”, “Other losses: Losses on disposal of tangible assets™ and “Other
losses: Other” as stated in our consolidated financial statements.

(7) Average number of shares have been calculated on the basis of the weighted average number of shares outstanding in the relevant
period, net oftreasury stock.

@®

Dividends paid during the six months ended June 30,2007 and 2006 include the first interim dividend for 2007 and 2006, respectively,
because although they were paid in July they were announced during the first six months ofthe year.

©

Equals the sum of the amounts included under the headings “Financial assets held for trading™, “Other financial assets at fair value
through profit or loss™ and “Loans and receivables™ as stated in our consolidated financial statements.

(10) Equals the amounts included as “Debt instruments” and “Other equity instruments” under the headings “Financial assets held for
trading”, “Other financialassets at fair value through profit or loss”, “Available-for-sale financial assets” and “Loans and
receivables” as stated in our consolidated financial statements.

(11) Equals the sum of the amounts included under the headings “Financial liabilities held for trading”, “Other financial liabilities at fair
value through profit or loss™ and “Financial liabilities at amortized cost™.

(12) In our consolidated financial statements preferred securities are included under “Subordinated liabilities” and preferred shares are
stated as “Equity having the substance ofa financial liability”.

(13) Equals the sum of the amounts included at the end of each year as “Own funds” and “Valuation adjustments” as stated in our
consolidated financial statements. We have deducted the book value oftreasury stock from stockholders’ equity.

(14) Netyield is the total of net interest income (including dividends on equity securities) divided by average carning assets. See “Iiem 2
Selected Statistical Information—Assets—Earning Assets—Yield Spread”.

(15) Efficiency ratio equals the sum of “General administrative expenses from financial activities” and “Depreciation and amortization
costs” less “Offsetting fees™, divided by the sum of “Gross income” and “Net income from non-financial activities” less “General
administrative expenses from non-financial activities™.

(16) For the purpose of calculating the ratio of earnings to fixed charges, earnings consist of income from continuing operations before
taxation and minority interests plus fixed charges and after deduction ofthe unremitted pre-tax income of companies accounted for by
the equity method. Fixed charges consist oftotal interest expense, including or excluding interest on deposits as appropriate, and the
proportion of rental expense deemed representative of the interest factor. Fixed charges include dividends and interest paid on
preferred shares.

(17) Impaired assets reflect Bank of Spain classifications. Such classifications differ from the classifications applied by U.S. banks in
reporting loans as non-accrual, past due, restructured and potential problem loans. See “Item 4. Information on the Company—B.
Business Overview—Financial Management and Equity Stakes—Classified Assets—Bank of Spain Classification Requirements” in our
2006 Form 20-F.




THE EXCHANGE SERIES 4 PREFERRED SEC URIT IES

The terms of the exchange Series 4 preferred securities are identical in all material respects to the terms of the restricted Series 4 preferred
securities, except that the exchange Series 4 preferred securities have been registered under the Securities Act, and the transfer restriction and
registration rights relating to the restricted Series 4 preferred securities do not apply to the exchange Series 4 preferred securities. The
Jfollowing summary contains basic information about the exchange Series 4 preferred securities and the restricted Series 4 preferred securities.
It is provided solely for your convenience. This summary is not intended to be complete. You should read the full text and more specific details
contained elsewhere in this prospectus. For a more detailed description of the exchange Series 4 preferred securities, see “Description of

exchange Series 4 preferred securities.”

Issuer
Guarantor

The exchange Series 4 preferred securities

Distribution Payment Date's

Liquidation Pre ference

Redemption Price

Guarantee

Ranking

Clearance and settlement

Santander Finance Preferred, S.A. Unipersonal
Banco Santander, S.A.

Up t0 20,000,000 6.80% Non-Cumulative Guaranteed Series 4 Preferred
Securities, par value $25 per security of Santander Finance Preferred, S.A.
Unipersonal, which have been registered under the Securities Act (CUSIP
No. 80281R706 and ISIN No. US80281R7061).

February 21, May 21, August21 and November 21 of each year,
commencing November 21, 2007.

$25.00
$25.00

The Guarantor will fully and unconditionally guarantee the payment of
Distributions, the Liquidation Distribution and the Redemption Price with
respectto the exchange Series 4 preferred securities. See “Description of
the Guarantee.”

The exchange Series 4 preferred securities will rank (a) junior to all
liabilities of the Issuer including subordinated liabilities, (b) pari passu with
each other and with any other series of Preferred Securities of the Issuer
and (c) senior to the Issuer’s ordinary shares. The Guarantee will rank (a)
junior to all liabilities of the Guarantor, including subordinated liabilitie s
(other than any guarantee or contractual right e xpressly ranking e qually with
or subordinated to the Guarantee) (b) pari passu with the most senior
Preferred Securities issued by the Guarantor and any obligations of the
Guarantor under any guarantee issued by it relating to any Preferred
Securities issued by any Subsidiary; and (c) senior to the Guarantor’s
ordinary shares.

“Preferred Securities” means (as the case may be) any preferred securities
(participaciones preferentes) issued under Spanish Law 13/1985, or other
securities or instruments equivalent to preferred securities issued by the
Issuer, or by any other subsidiary of the Guarantor which are entitled to the
benefitofa guarantee ranking pari passu with the Guarantor’s obligations
under the Guarantee, or any such securities or instruments issued by the
Guarantor and ranking pari passu with the Guarantor’s obligations under the

Guarantee.
The exchange Series 4 preferred securities will be issued in book-entry

form through the facilities of DT C for the accounts of'its participants and will
trade




Spanish Withholding T ax Re quire me nts

Listing

Paying Agent

in DTC’s same day funds settlement system. Bene ficial interests in exchange
Series 4 preferred securities held in book-entry form will notbe entitled to
receive physical delivery of certificated notes, exceptin certain limited
circumstances. For a description of certain factors relating to clearance and
settlement, see “Description of exchange Series 4 preferred securities.”

Under current Spanish laws and re gulations, distributions made to a holder
of the exchange Series 4 preferred securities by the Issuer will notbe
subject to taxation in Spain and no withholding tax will be required on such
distribution, except in the case of distributions to (a) individual holders who
are resident for tax purposes in Spain; (b) holders who receive payments
through a Tax Haven (as defined in Royal Decree 1080/1991, of 5th July, as
amended); and (c) holders who fail to comply with the tax certification
procedures described in detail in Annexes A and B. In the case of (a), (b),
or (c), the Issuer and Guarantor will withhold Spanish withholding tax at the
rate of 18% from any payment in respect of the exchange Series 4 preferred
securities, including in conne ction with any imputed income arising from an
exchange. Fora discussion of the tax consequences of, and limitations on,
the payment of additional amounts with respect to any withholding taxes,
see “Taxation—Spanish Tax Considerations.”

Application will be made to list the exchange Series 4 preferred securities
on the New York Stock Exchange. The restricted Series 4 preferred
securities are currently listed on the London Stock Exchange and, upon
exchange for exchange Series 4 preferred securities, the restricted Series
4 preferred securities will continue to be so listed unless all of the restricted
Series 4 preferred securities are exchanged for exchange Series 4
preferred securities, in which case, the restricted Series 4 preferred
securities will be delisted from the London Stock Exchange.

The Bank of New York.

RISK FACTORS

You should care fully consider all of the information contained in this prospectus prior to making a decision to tender your
restricted Series 4 preferred securities in the exchange offer. In particular, we urge you to carefully consider the information set
forth under “Risk Factors™ in this prospectus and in Banco Santander’s Annual Reporton Form 20-F for the year ended December
31,2006 for a discussion of risks and uncertainties relating to us, our business, the exchabge Series 4 preferred securites, and the
decision whether to tender your restricted Series 4 preffered securities in the exhange offer.




on Form 20-F for the year ended December 31, 2006 fora discussion of risks and uncertainties relating to us, our business, the
exchange Series 4 preferred securities, and the decision whether to tender your restricted Series 4 preferred securities in the
exchange offer.

SUMMARY FINANCIAL INFORMAT ION

Please referto Item 3.A and Item 8 of our 2006 Form 20-F and to Item 1 and Item 7 of our June 30, 2007 Form 6-K.




RISK FACTORS

For a detailed discussion of the risk factors affecting our business, please also see ltem 3.D entitled *Risk Factors” in our 2006 Form 20-
F

The Issuer and the Guarantor are required to provide certain information relating to beneficial owners to the
Spanish tax authorities. The Issuer and the Guarantor, as the case may be, will withhold Spanish withholding tax from
any paymentin respect of the Series 4 preferred securities as to which the required Beneficial Owner Information has
notbeen provided, including in connection with any imputed income arising from an exchange of the restricted Series 4
preferred securities for the exchange Series 4 preferred securities under this exchange offer.

Under Spanish Law 13/1985 (as amended by Law 19/2003 and Law 23/2005) and Royal Decree 2281/1998, as amended by
Royal Decree 1778/2004 (which will be replaced by Royal Decree 1065/2007 as of January 1, 2008), the Issuer and the Guarantor
are required to provide certain information relating to bene ficial owners to the Spanish tax authorities. This information includes the
identity and country of residence of each beneficial owner that receives a payment on the Series 4 preferred securities or obtains
imputed income deriving from the exchange of restricted Series 4 preferred securities for exchange preferred securities under an
exchange offer, including, any imputed income that may arise from the exchange ofrestricted Series 4 preferred securities for
exchange Series 4 preferred securities under this exchange offer, and mustbe obtained with respect to each distribution record
date or exchange offer expiry date, as the case may be, by the fourth New York Business Day before the relevant distribution
record date or the exchange offer expiry date, as the case may be, or, under certain circumstances, by 9:45 a.m. (New York City
time ) on the fourth New York Business Day following the relevant distribution record date or exchange offer expiry date, as the
case may be, and filed by the Issuer and the Guarantor with the Spanish tax authorities on an annual basis. “New York Business
Day” means any day other than a Saturday or Sunday or a day on which banking institutions or trust companies in The City of New
York are required or authorized by law, re gulation or executive order to close. fF DT C or the direct or indirect participants in DTC
fail for any reason to provide the Issuer and the Guarantor (through Acupay) with the re quired information described under
“Taxation—Spanish Tax Considerations—Evidencing of Bene ficial Owner Residency in Connection with Distributions and Income
Obtained from the Exchange ofrestricted Series 4 preferred securities for exchange Series 4 preferred securities™ inrespectof
the beneficial owner of any of the Series 4 preferred securities, the Issuer or the Guarantor, as the case may be, will be required to
withhold tax and will pay distributions in respectofsuch Series 4 preferred securities netof the withholding tax applicable to such
payments and any income imputed in conne ction with any exchange of the Series 4 preferred securities (currently at the rate of
18%). In the e vent that the amount of the withholding tax to be collected in conne ction with the exchange of the Series 4 preferred
securities exceeds the amount of the distribution (net of withholding applicable to that distribution) imme diately following such
exchange, the securities issued in the exchange may be withheld from delivery by the Issuer or an agenton its behalf and, to the
extentnecessary, sold in order to generate proceeds sufficient to satisfy such withholding tax. See Annex A. The proceeds
realized from such a sale may be less than the proceeds that you would realize were you to sell the Series 4 preferred securities
yourself or were such Series 4 preferred securities to be sold at another time. If withholding occurs due to failure to provide the
required tax information through Acupay, affected beneficial owners would have to either follow the quick re fund procedure or
apply directly to the Spanish tax authorities for any re fund to which they may be entitled. See “Taxation—Spanish Tax
Considerations—Evidencing of Bene ficial Owner Residency in Conne ction with Distributions and Income Obtained from the
Exchange of restricted Series 4 preferred securities for exchange Series 4 preferred securities”. The Issuer and the Guarantor will
not pay any additional amounts with respect to any such withholding.

As of'the date of this prospectus, the imputed income for Spanish tax purposes that would arise were this exchange offer to
expire on the date hereof would be $US0.00 per US$1,000 aggregate liquidation preference of preferred securities exchanged.

The Issuer and the Guarantor have agreed to provide certain procedures arranged by Acupay and DTC to
facilitate the collection of information concerning the identity and residence of beneficial owners through the relevant
participants in DTC. If the agreed procedures prove ineffective or if the relevant participants in DT C fail to provide
and verify the required information as of each Distribution Record Date, the Issuer or
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the Guarantor, as the case may be, will withhold at the then-applicable rate (currently 18%) from any payment in
respect of the Series 4 preferred securities as to which the agreed procedures prove ineffective or have not been
followed including in connection with any imputed income arising from an exchange of the restricted Series 4 preferred
securities for the exchange Series 4 preferred securities, and neither the Issuer nor the Guarantor will pay any
additional amounts with respect to any such withholding.

The delivery of the required beneficial owner identity and country of residence information mustbe made through the rele vant
director indirect participants in DT C in accordance with the procedures set forth under “Taxation — Spanish Tax Considerations
— Evidencing of Bene ficial Owner Residency in Conne ction with Distributions and Income Obtained from the Exchange of
restricted Series 4 preferred securities for exchange Series 4 preferred securities”. Each such DT C participant must provide the
required information in respect of all of the beneficial owners holding interests through such participantas of each Distribution
Record Date, and neither the Issuer nor the Guarantor shall be responsible for any DTC participant’s failure to do so. Such failure
may arise as a result of the failure of an indirect DT C participant holding through a direct DT C participant to provide the necessary
information in a timely manner. In the event of any error in a direct DT C participant’s compliance with these procedures, Acupay
will seek to notify such direct DT C participant of any de ficiencies in the information provided by such direct DT C participant, and
in the event such direct DT C participant fails to correct such deficiencies in a timely manner, the Issuer or the Guarantor, as the
case may be, will withhold at the then-applicable rate from any payment in respectofthe Series 4 preferred securities including in
connection with any imputed income arising from an exchange of the restricted Series 4 preferred securities for the exchange
Series 4 preferred securities held through such direct DT C participant. Neither the Issuer nor the Guarantor will pay any additional
amounts with respect to any such withholding. In order to obtain a re fund of any amounts withheld, affected beneficial owners will
have to either follow the quick re fund procedure orapply directly to the Spanish tax authorities for any re fund to which they may be
entitled, as described under “Taxation—Spanish Tax Considerations—Evidencing of Bene ficial Owner Residency in Conne ction
with Distributions and Income Obtained from the Exchange ofrestricted Series 4 preferred securities for exchange Series 4
preferred securities”, and neither the Issuer nor the Guarantor shall be responsible for any damage or loss incurred by bene ficial
owners in conne ction with such procedures.

The Series 4 preferred securities may be subject to certain Spanish taxation if they are notlisted on an Organized
Marketin an OECD Country

If the Series 4 preferred securities are notlisted on an organized market in an OECD country on any Distribution Record Date,
distributions to beneficial owners notresident in Spain for tax purposes inrespect of the Series 4 preferred securities may be
subject to withholding tax, and if the Series 4 preferred securities are notso listed atany year end, Spanish Net Wealth Tax may
apply. See “Taxation—Spanish Tax Considerations—Tax Rules for preferred securities not Listed on an Organized Market in an
OECD Country.” The Issuer intends to make application for the exchange Series 4 preferred securities to be traded on the New
York Stock Exchange butno assurances can be given that such listings willbe completed by any Distribution Record Date or year
end.

Distributions on the preferred securities are not cumulative.

Distributions on the Series 4 preferred securities are not cumulative. Distributions may notbe paid in full, or at all, if the
Guarantor does not have sufficient Distributable Profits or if the Guarantor is limited in making payments on its ordinary shares or on
other Preferred Securities issued by the Guarantor in accordance with limitations contemplated in the Spanish banking capital
adequacy regulations. If Distributions for any distribution period are not paid by reason of the above limitations, investors will not
be entitled to receive such Distributions (or any payment under the Guarantee in respect of such Distributions) whe ther or not funds
are or subsequently become available.

The Series 4 preferred securities have no fixed redemption date and investors have no rights to call for redemption of
the Series 4 preferred securities.

The Series 4 preferred securities have no fixed final redemption date and holders have no rights to call for the redemption of
the Series 4 preferred securities. Although the Series 4 preferred securities may be redeemed at the option of the Issuer on or
after November 21, 2011, there are limitations on redemption of the Series 4 preferred securities, including Bank of Spain consent
and the availability of sufficient funds to effect redemption.




The Guarantor’s obligations under the Guarantee are limited to the amounts of the payments due under the Series 4
preferred securities.

The Guarantor’s obligation to make payments under the Guarantee is limited to the extent of the amounts due under the Series
4 preferred securities. A distribution will notbe paid under the Series 4 preferred securities if the aggre gate of such distribution,
together with any other distributions previously paid during the then-current fiscal year and proposed to be paid during the then-
current distribution period, in each case onorinrespectofthe Series 4 preferred securities, any Preferred Securities of the
Guarantor, or any other Preferred Securities issued by the Issuer or by any other subsidiary of the Guarantor with the benefit of a
guarantee of the Guarantor, in each case ranking equally as to participation in profits with the Guarantor’s obligations under the
Guarantee, would exceed the Guarantor’s Distributable Profits of the imme diately preceding fiscal year. Even if Distributable
Profits are sufficient, the Guarantor will notbe obligated to make any paymentunder the Guarantee if under the applicable Spanish
banking re gulations relating to capital ade quacy requirements affe cting financial institutions which fail to meet their required capital
ratios on a parent company basis only or on a consolidated basis, the Guarantor would be prevented at such time from making
payments on its ordinary shares or on preferred securities issued by the Guarantor. In the e vent of the liquidation, dissolution or
winding-up of the Guarantor or a reduction in the shareholder’s equity of the Guarantor pursuant to article 169 of the Spanish
Corporations Law, the Issuer shall be liquidated by the Guarantor, and investors will have no right to seek payment of amounts
under the Guarantee that would exceed the amount investors would have been able to receive had investors been investors in
directly issued Preferred Securities of the Guarantor and had all other Preferred Securities of the Issuer or of any other subsidiary
of the Guarantor been issued by the Guarantor. Under no circumstances does the Guarantee provide for acceleration of any
payments on, or repayment of, the Series 4 preferred securities.

The Guarantor is notrequired to pay investors under the Guarantee unless it first makes other required payments.

The Guarantor’s obligations under the Guarantee will rank junior to all of its liabilities to creditors and claims of holders of
senior and subordinated ranking securities. In the event of the winding-up, liquidation or dissolution of the Guarantor, its assets
would be available to pay obligations under the Guarantee only after the Guarantor has made all payments on such liabilities and
claims.

Your right to receive distributions under the Series 4 preferred securities and the Guarantee is junior to certain other
obligations of the Issuer and the Guarantor.

The Series 4 preferred securities and the Guarantee will be, respectively, the Issuer’s and the Guarantor’s unse cured
obligations, and will rank junior to any of the Issuer’s and the Guarantor’s present and future senior and subordinated
indebtedness.

As of June 30, 2007, the Guarantor had approximately €81,922 million of outstanding unconsolidated indebtedness (including
guarantees of subsidiary indebtedness) to which its obligations under the Guarantee of the restricted Series 4 preferred securities
will rank junior, and €4,994 million of preferred securities issued by subsidiaries guaranteed by the Guarantor, with which its
obligations under the Guarantee of the restricted Series 4 preferred securities will rank pari passu. In addition, the Guarantee is
structurally subordinated to all indebtedness of subsidiaries of the Guarantor insofar as any right of the Guarantor, as a shareholder
of such subsidiaries, to receive any assets of any of its subsidiaries upon the insolvency, liquidation, dissolution or winding-up or
other similar proceeding of any of them will, subject to applicable law, be effectively subordinated to the claims of any such
subsidiary’s creditors (including trade creditors and holders of debt or guarantees issued by such subsidiary). As of June 30,
2007, subsidiaries of the Guarantor had an aggre gate total of €181,690 million of outstanding indebtedness and €3,034 million of
preferred shares not guaranteed by the Guarantor and €52,866 million outstanding indebtedness and €4,994 million of pre ferred
securities guaranteed by the Guarantor.

As of'the date of this prospectus, the Issuer did not have any senior or subordinated indebtedness and has issued and
outstanding $190 million Series 1 Preferred Securities, €300 million Series 2 Preferred Securities, €200 million Series 3 Preferred
Securities, $600 million Series 5 Preferred Securities. $350 million Series 6 Preferred Securities and GBP 250 million Series 7
Preferred Securities which rank pari passu to the Issuer’s obligations under the restricted Series 4 preferred securities.
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Non-payment of distributions may adversely affect the trading price of the Series 4 preferred securities.

If in the future, payments are limited on the Series 4 preferred securities because the Guarantor has insufficient Distributable
Profits, the Series 4 preferred securities may trade ata lower price. If investors sell the Series 4 preferred securities during such a
period, investors may notreceive the same price as an investor who does notsellits Series 4 preferred securities until sufficie nt
Distributable Profits are available to resume distribution payments. In addition, because the Guarantor’s obligation to make
payments under the Guarantee is limited to the extent of the underlying payment obligations on the Series 4 preferred securities
which may be limited due to insufficient Distributable Profits, the market price for the Series 4 preferred securities may be more
volatile than other securities that do notreflect these limitations.

You may be unable to enforce judgments obtained in U.S. courts against the Issuer or the Guarantor.

Allof the Issuer’s directors and substantially all the directors and executive officers of the Guarantor are notresidents of the
United States, and substantially all the assets of these companies are located outside of the United States. As a consequence, you
may notbe able to effectservice of process on these non-U.S. resident directors and executive officers in the United States or to
enforce judgments against them outside of the United States. The Issuer and the Guarantor have been advised by their Spanish
counsel that there is doubtas to whether a Spanish court would enforce a judgment of liability obtained in the United States against
the Issuer or the Guarantor predicated solely upon the securities laws of the United States. See “Enforceability of Certain Civil
Liabilities ™.

There may not be a liquid trading market for the exchange Series 4 preferred securities, which could limit your ability
to sell your exchange Series 4 preferred securities in the future.

The exchange Series 4 preferred securities are being offered to the holders ofrestricted Series 4 preferred securities. The
exchange Series 4 preferred securities will constitute a new issue of securities for which, prior to the exchange offer, there had
been no public market, and the exchange Series 4 preferred securities may notbe widely distributed. Accordingly, an active
trading market for the exchange Series 4 preferred securities may notdevelop. If a market for any of the exchange Series 4
preferred securitiecs does develop, the price of such exchange Series 4 preferred securities may fluctuate and liquidity may be
limited. If a market for any of the exchange Series 4 preferred securities does notdevelop, purchasers may be unable to resell
such exchange Series 4 preferred securities for an extended period of time, if at all.

Your failure to tender restricted Series 4 preferred securities in the exchange offer may affect their marketability.

If restricted Series 4 preferred securities are tendered for exchange and accepted in the exchange offer, the trading market, if
any, for the untendered and tendered but unaccepted restricted Series 4 preferred securities will be adversely affected. Your
failure to participate in the exchange offer will substantially limit, and may e ffectively eliminate, opportunities to sell your restricted
Series 4 preferred securities in the future.

Santander Finance issued restricted Series 4 preferred securities in a private place ment exempt from the re gistration
requirements of the Securities Act. Accordingly, you may notoffer, sell or otherwise transfer your restricted Series 4 preferred
securities except in compliance with the registration re quirements of the Securities Actand any other applicable securities laws, or
pursuant to an exemption from the securities laws, orin a transaction not subject to the securities laws. If you do not exchange your
restricted Series 4 preferred securities for exchange Series 4 preferred securities in the exchange offer, orif you do notproperly
tender your restricted Series 4 preferred securities in the exchange offer, your restricted Series 4 preferred securities will
continue to be subject to these transfer restrictions after completion of the exchange offer. In addition, after the completion of the
exchange offer, you will no longer be able to obligate us to register the restricted Series 4 preferred securities under the
Securities Act.

USE OF PROCEEDS

The Issuer or Guarantor will not receive any cash proceeds from the issuance of the exchange Series 4 preferred se curities
pursuant to the exchange offer. The exchange Series 4 preferred securities will be exchanged for restricted




Series 4 preferred securities as described in this prospectus upon our receipt of restricted Series 4 preferred securities. The
Issuer will cancelall of the restricted Series 4 preferred securities surrendered in exchange for the exchange Series 4 preferred
securities. Accordingly, the issuance of the exchange Series 4 preferred securities will not generate any proceeds to us.




MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDIT ION
AND RESULTS OF OPERATIONS

Please referto Item 5 of our 2006 Form 20-F and to Item 5 of our June 30, 2007 Form 6-K.




BUSINESS

Please referto Item 4 of our 2006 Form 20-F.

About the Issuer

The Issuer, which is a wholly owned subsidiary of the Guarantor, was incorporated by a public deed executed on February
27,2004, and registered in the Mercantile Re gistry of Madrid on March 2, 2004, as a company with unlimited duration and with
limited liability under the laws of Spain (sociedad andnima). The Issuer was formed to issue preferred securities in various markets
and deposit the net proceeds with the Bank. As of the date of this prospectus, the share capital of the Issueris €150,500 divided
into 1,505 ordinary shares of par value €100.00 each, all of them issued and fully paid and each of a single class. The Issueris a
financing vehicle for the Group and has no subsidiary companies. The Issuer has no material assets other than inter-company debt
with affiliates. For so long as any preferred securities remain outstanding, the Issuer’s exclusive activities shall be the issuance of
preferred securities, the depositofproceeds of such issuances with the Bank and other activities incidental thereto. With the
exception of Spanish reserve requirements which must be met prior to the payment of dividends and provided that dividends may
only be distributed out of income for the previous year or out of unrestricted reserves and provided further that the net worth of the
Issuer mustnot, as a result of the distribution, fall below its paid-in share capital (capital social), there are no restrictions on the
Guarantor’s ability to obtain funds from the Issuer through dividends, loans or otherwise.

As of the date of this prospectus, the Issuer did not have any senior or subordinated indebtedness and has issued and
outstanding $190 million Series 1 Preferred Securities, €300 million Series 2 Preferred Securities, €200 million Series 3 Preferred
Securities, $500 million Series 4 Preferred Securities, $600 million Series 5 Preferred Securities, $350 million Series 6 Preferred
Securities and GBP 250 million Series 7 Preferred Securities which rank pari passu among themselves.

The principal office of the Issuer is located in the Guarantor’s principal executive offices at Ciudad Grupo Santander, Avenida

de Cantabria s/n, 28660 Boadilla del Monte, Madrid, Spain, and its telephone number is +34-91-257-2057.

RATIO OF EARNINGS TO COMBINED FIXED CHARGES AND PREFERRED ST OCK DIVIDENDS

The following table sets forth our ratio of earnings to combined fixed charges and preferred stock dividends for the periods

indicated:
EU-IFRS (*)
As of December 31, As of June 30,
2004 2005 2006 2007
Including Excluding Including Excluding Including Excluding Including Excluding
interest interest interest interest interest interest interest interest
on on on on on on on on
deposits deposits deposits deposits deposits deposits deposits deposits
Ratio of Earnings
to Fixed Charges (1) 1.39 1.90 1.31 1.82 1.35 1.77 1.40 1.82

* The EU-IFRS required to be applied under Bank of Spain's Circular 4/2004
U.S. GAAP:

Year end December 31,

As of June 30,

2002 2003 2004 2005 2006

2007

Including Excluding Including Excluding Including Excluding Including Excluding Including
interest interest interest interest interest interest interest interest interest
on on on on on on on on on
deposits deposits deposits deposits deposits deposits deposits deposits deposits

Excluding
interest
on
deposits

Including Excluding
interest interest
on on
deposits deposits

Ratio of

carnings

to fixed

charges

(¢3) 1.22 1.61 1.30 1.79 1.38 192 132 1.85 1.35
Ratio of

earnings

to

combined

fixed

charges

and

preferred

stock

dividends

3) 1.18 1.49 1.26 1.64 1.38 1.92 1.32 1.83 1.35

(1) For the purpose of calculating the ratio of earnings to fixed charges, earnings consist of income from continuing operations
before taxation and minority interests plus fixed charges and after deduction of the unre mited pre-tax income of companies
accounted for by the equity method. Fixed charges consist of total interest expense, including or excluding interest on deposits as
appropriate, and the proportion of rental expense deemed representative of the interest factor. Fixed charges include dividends
and interest paid on the preferred shares.

(2) For the purpose of calculating the ratio of earnings to fixed charges, earnings consist of income from continuing operations
before taxation and minority interests, plus fixed charges and after deduction of the unremitted pre-tax income of companies
accounted for by the e quity method. Fixed charges consistoftotal interest expense, including or excluding interest on deposits
asappropriate, and the proportion of rental expense deemed representative of the interest factor.

(3) For the purpose of calculating the ratio of earnings to combined fixed charges and preferred stock dividends, earnings consist
of income from continuing operations be fore taxation and minority interest, plus fixed charges and after deduction of the unre mitted
pre-tax income of companies accounted for by the equity method. Fixed charges consist of total interest expense, including or
excluding interest on deposits as appropriate, preferred stock dividend requirements (corresponding to minority interest
participation and, accordingly, not eliminated in consolidation), and the proportion of rental expense deemed representative ofthe
interest factor. Preferred stock dividends for any year represent the amount of pre-tax earnings required to pay dividends on
preferred stock outstanding during such year. Under the EU-IFRS required to be applied under Bank of Spain’s Circular 42004 all
payments from preferred securities are accounted for as interest expenses and consequently this ratio is not necessary.
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CAPIT ALIZATION

The following table sets forth the capitalization and indebtedness of the Group on an unaudited consolidated basis in
accordance with the EU-IFRS required to be applied under Bank of Spain’s Circular 42004 as of March 31, 2007. The exchange
Series 4 preferred securities will be exchanged for restricted Series 4 preferred securities as described in this prospectus upon
ourreceiptofrestricted Series 4 preferred securities. The Issuer will cancel all of the restricted Series 4 preferred securities
surrendered in exchange for the exchange Series 4 preferred securities. Accordingly, the issuance of the exchange Series 4
preferred securities will not generate any proceeds to us.

As of June 30,2007
(millions of Euros)

Actual

Outstanding indebtedness
Short-term indebtedness 22,420
Long-term indebtedness() 248,557

Of which: Preferred securities(?) 7,365
Total indebtedness 270,977
Stockholders’ equity
Shares, stated value €0.50 each 3,127
Shares held by consolidated companies (109
Reserves 37,249
Dividends (768
Valuation adjustments 1,886
Netincome attributed to the Group®) 4,458
Total shareholders’ equity 45,843
Preferred shares 664
Minority interest 2,304
Total capitalization and indebtedness 319,788

(1) Includes all outstanding bonds, debentures and subordinated debt (including preferred securities) as of June 30, 2007.

(2) Under the EU-IFRS required to be applied under Bank of Spain’s Circular 4/2004, preferred securities, such as the exchange
Series 5 preferred securities, are accounted for as subordinated debt. Nonetheless, for Bank of Spain re gulatory capital
purposes, such preferred securities are treated as Tier 1 capital instruments.

(3) Forthe period from January 1, 2007 to June 30, 2007.

The following are the principal transactions made by the Group and its subsidiaries affecting the capitalization of the Group after
June 30, 2007:

e  Abbey National Treasury Services issued €98.1 million, HKD200 million, JPY25,170 million, MXN1,965 million
and US$112.87 million of senior debt.

e Banesto Financial Products plc, issued GBP3.5 million, CHF30 million, €175 million, JPY6,000 million and
US$73,23 million of senior debt.

e Santander Banespa Cayman issued BRL33.51 million and US$25.05 million of senior debt.

e  Santander International Debt, S.A. Unipersonal issued €2,400 million, GBP125 million and MXNI,100 million of
senior debt.
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e SantanderIssuances SAUissued €241 million of subordinated debt.

e Banco Santander, S.A. issued €400 million of Mortgage Debt.

e Banco Santander Chile issued UF10 million of senior debt.

e Santander Consumer Finance issued €150 million of Mortgage debt.

e Santander Finance Preferred, S.A. issued GBP250 million of preferred securities

e Santander US Debt, S.A.U. issued US$3,000 million of senior debt

e The Group redeemed CAD275 million, €111,25 million, GBP23,67 million, HKD400 million and US$108.96
million of senior debtissued by Abbey National Treasury Services.

e The Group redeemed €10 million and JPY500 million of senior debtissued by Abbey National Structured
Issued, Ltd.

e The Group redeemed US$78.04 million of subordinated debtissued by Banco Santander Chile.

e  The Group redeemed €44 million of senior debtissued by Banesto Issuances Ltd.

e The Group redeemed €61.31 million of senior debtissued by Banesto Financial Products Plc.

e The Group redeemed USS$125 million of preferred securities issued by Pinto Totta Int. Finance.

e The Group redeemed US$60 million and BRL85.80 million of senior debtissued by Santander Banespa Cayman

e The Group redeemed DEM300 million of senior debtissued by Santander Inte rnational Limited Cayman.

e  The Group redeemed €650 million and CAD300 million of senior debtissued by Santander Int. Debt, S.A.U.

e The Group redeemed US$931 million of Mortgage debtissued by Banco Santander, S.A.

e  The Group redeemed USS$1,500 million of senior debtissued by Santander US Debt, S.A.U.

e OnAugustl, 2007, the Guarantor paid a firstdividend on account of the earnings for the 2007 fiscal year in the
gross amount of €0.12294 per share.

e OnSeptember25, 2007, the Guarantor announced that it will pay on November 1, 2007 a second dividend on
account of the earnings for the 2007 fiscal year in the gross amount of €0.12294 per share.

As of June 30, 2007, Banco Santander’s paid-in share capital was €3,127,148,289.50, represented by a single class of
6,254,296,579 book-entry Banco Santander shares with a nominal value of €0.50 each. Banco Santander’s share capital has not
changed since that date.
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SELECTED CONSOLIDATED FINANCIAL INFORMAT ION

Please referto Item 3.A and Item 8 in our 2006 Form 20-F and to Item 1 and Item 7 of our June 30, 2007 Form 6-K.
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THE EXCHANGE OFFER

In a registration rights agreement dated November 21, 2006 entered into by and among the Issuer, the Guarantor and the initial
purchaser of the restricted Series 4 preferred securities (the “Registration Rights Agreement”) agreed, for the benefit of the
holders of the restricted Series 4 preferred securities, at the Issuer’s and Guarantor’s cost, to:

e use the Issuer’s and the Guarantor’s reasonable bestefforts to prepare and, as soon as practicable within 180 days
following November 21, 2006, file with the SEC an exchange offer registration statement, or the Exchange Offer
Registration Statement, with respectto a proposed exchange offer and the issuance and delivery to the holders, in
exchange for the restricted Series 4 preferred securities, of exchange Series 4 preferred securities having terms
identical in all material respects to the restricted Series 4 preferred securities including the full, unconditional and
irrevocable guarantee by the Guarantor, exceptthat the exchange Series 4 preferred securities would not contain terms
with respect to transfer restrictions and would not provide for liquidated damages under certain circumstances described
in the re gistration rights agreement;

e use the Issuer’s and the Guarantor’s reasonable bestefforts to cause the Exchange Offer Registration Statement to be
declared effective under the Securities Act within 270 days of November 21, 2006;

e use the Issuer’s and the Guarantor’s reasonable best e fforts to keep the Exchange Offer Registration State ment e ffe ctive
until the closing of the exchange offer;

e use the Issuer’s and the Guarantor’s reasonable best e fforts to cause the exchange offer to be completed not later than
300 days following November 21, 2006; and

e provided that the exchange Series 4 preferred securities meet the minimum listing re quirements of the New York Stock
Exchange at the time an Exchange Offer Registration Statement is declared effective, use the Issuer’s and the Guarantor’s
reasonable bestefforts to list the exchange Series 4 preferred securities on the New York Stock Exchange within 30 days
following an Exchange Offer Registration Statement being declared e ffective.

The registration rights agreement further provides that, if applicable interpretations of the staff of the SEC do not permit the
Issuer and the Guarantor to effect the exchange offer, the Issuer and the Guarantor may elect to file with the SEC a shelf re gistration
statement relating to resales of the restricted Series 4 preferred securities and solicit that such shelf re gistration be declared
effective and to keep that shelf re gistration statement e ffe ctive until the expiration of the time period referred to in Rule 144(k)
under the Securities Act, or such shorter period that will terminate when all restricted Series 4 preferred securities covered by the
shelf registration statement have been sold.

The registration rights agreement also provides that, if a re gistration de fault, which means one of the following events, occurs:
(i) the Exchange Offer Registration Statement is not declared e ffective on or prior to the 270" calendar day following Nove mber
21, 2006; (ii) the exchange offer is not completed on or prior to the 365™ calendar day following November 21, 2006 and a shelf
registration statement with respect to the restricted Series 4 preferred securities is not declared effective on or prior to the 365"
calendar day following November 21, 2006; or (iii) provided that the exchange Series 4 preferred securities meet the minimum
listing re quirements of the New York Stock Exchange at the time a re gistration statement is declared e ffective, the exchange Series
4 preferred securities are notlisted on the New York Stock Exchange on or prior to the 30" calendar day after a re gistration
statement has been declared effective; liquidated damages shall be payable inrespectofoutstanding Series 4 preferred
securities at the rate of (x) one-quarter of one percent (0.25%) per annum upon the occurrence of any re gistration de fault on or
after the 270" calendar day following November 21, 2006 and (y) one-half of one percent (0.50%) per annum upon the occurrence
of any re gistration de fault on or after the 365 calendar day following November 21, 2006; provided, howe ver, that the maximum
aggregate amount of such liquidated damages will in no eventexceed one-half of one percent (0.50%) per annum in respectofall
registration de faults occurring at any one time. To the extent that liquidated damages have become payable due to the occurrence
of one of the registration de faults, then imme diately following (1) the exchange offer, or (2) the effectiveness of a shelf
registration, or (3) the listing of the exchange Series 4 preferred securities, as the case may be (such eventreferred to in clauses
(1) through (3) above, a “registration remedy”), then the accrual of liquidated damages with respect to that particular re gistration
de fault will
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cease. Upon the earlier of the imple mentation of all necessary registration remedies or the date on which the exchange se curities
are eligible for sale pursuantto Rule 144(k) under the Securities Actor any successor provision, the accrual of liquidated damages
will cease.

If the shelf registration statement is unusable by the holders for any reason for more than 60 days in the aggre gate in any 365-
day period, then liquidated damages shall be payable inrespect of outstanding the restricted Series 4 preferred securities at the
rate 0f 0.50% per annum, be ginning on the 61st day that the shelf re gistration statement ceased to be usable; provided, however,
the maximum aggre gate amount of such liquidated damages payable (inclusive of any liquidated damages thatare payable in
respectofregistration de faults) will in no event exceed one-half of one percent (0.50%) per annum. Upon the shelf re gistration
statement once again becoming available for use, liquidated damages will cease to be payable. Liquidated damages shall be
computed based on the actual number of days elapsed in each period for which liquidated damages are payable.

This description of the registration rights agreement is only a summary; you should refer to the registration rights agreement
fora complete description of our obligations and your rights. The re gistration rights agreement was filed with the SEC on July 9,
2007 as Exhibit 1 to our Re gistration State ment on Form F-4 (Re gistration No. 333-144421-01) of which the prospectus is a part. See
“Where You Can Find More Information” for information about obtaining SEC filings. The registration rights agreement is also
available upon request made by writing or calling us at the address and phone number provided under “Prospectus Summary.”

The exchange offeris notbeing made to, nor will we accepttenders for exchange from, holders of restricted Series 4
preferred securities in any jurisdiction in which the exchange offer would violate the securities or blue sky laws of that jurisdiction.

London Stock Exchange Undertakings

The London Stock Exchange has been informed of the commence ment of the exchange offer and notice of the
commencement of the exchange offer will be published in the Financial Times, a leading English language daily newspaper of
general circulation in the United Kingdom. You may obtain documents relating to the exchange offer at the offices of the Tax
Certification and Exchange Agentin London, Acupay System LLC, located at First Floor 28 Throgmorton Street, London EC2N
2AN. We will notify the London Stock Exchange of the results of the exchange offer as soon as it has been completed and will
simultane ously publish such notice in a leading English language daily newspaper of general circulation in the United Kingdom
(which is expected to be the Financial Times).

Terms of the Exchange Offer; Period for Tendering restricted Series 4 preferred securities

This prospectus contains the terms and conditions of the exchange offer. Upon the terms and subject to the conditions
included in this prospectus, the Issuer will accept for exchange, restricted Series 4 preferred securities which are properly
tendered on or prior to the Exchange Offer Expiry Date, unless you have previously withdrawn them.

e Whenyoutenderto the Issuerrestricted Series 4 preferred securities as provided below, including by causing the
transmission of an Agent’s Message by DTC on your behalf to the Tax Certification and Exchange Agent, you will be
deemed to represent and warrant to the Issuer that you have read and agree to all of the terms and conditions of the
exchange offer, and the Issuer’s acceptance of the restricted Series 4 preferred securities will constitute a binding
agreement between you and the Issuer upon the terms and subject to the conditions in this prospectus.

e Foreachrestricted Series 4 preferred security surrendered to the Issuer in the exchange offer, the Issuer will give you
one exchange Series 4 preferred security.

e The Issuer willkeep the exchange offer open for notless than 20 business days, or longer if required by applicable law,
after the date that the Issuer first mails notice of the exchange offer to the holders of the restricted Series 4 preferred

securities. Acupay, on behalf of the Issuer, is sending this prospectus on or
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about the date of this prospectus to DTC, to DTC participants holding the restricted Series 4 preferred securities as of
that date and to all known holders of restricted Series 4 preferred securities as of that date.

The exchange offer expires at 5:00 p.m., New York City time, on November 6, 2007; provided, however, that the Issuer, in
its sole discretion, may extend the period of time for which the exchange offer is open. The term “Exchange Offer Expiry
Date” means 5:00 p.m., New York City time, on November 6, 2007 or, ifextended by us, the latest time and date to which
the exchange offeris extended.

As of the date of this prospectus, $500,000,000.00 in aggregate principal amount of the restricted Series 4 preferred
securities were outstanding. The exchange offer is not conditioned upon any minimum principal amount of restricted
Series 4 preferred securities being tendered.

The Issuer’s obligation to acceptrestricted Series 4 preferred securities for exchange in the exchange offeris subject to
the conditions described in the section called “Conditions to the Exchange Offer” below.

The Issuer expressly reserves the right, atany time, to extend the period of time during which the exchange offer is
open, and thereby delay acceptance of any restricted Series 4 preferred securities, by giving oral or written notice of an
extension to the Tax Certification and Exchange Agentand notice of that extension to the holders as described below.
During any extension, all restricted Series 4 preferred securities previously tendered will remain subject to the exchange
offer unless withdrawal rights are exercised. Any restricted Series 4 preferred securities notaccepted for exchange for
any reason will be returned without expense to the tendering holder as promptly as practicable after the expiration or
termination of the exchange offer.

The Issuer expressly reserves the right to amend or terminate the exchange offer, and notto accept for exchange any
restricted Series 4 preferred securities that the Issuer has notyetaccepted for exchange, if any of the conditions of the
exchange offer specified below under “Conditions to the Exchange Offer” are notsatisfied.

The Tax Certification and Exchange Agenton behalf of the Issuer will give oral or written notice of any extension,
amendment, termination or non-acceptance described above to holders of the restricted Series 4 preferred securities as
promptly as practicable. If the Issuer extends the Exchange Offer Expiry Date, the Tax Certification and Exchange Agent
on behalf of the Issuer will give notice by means of a press release or other public announcement no later than 9:00 a.m.,
New York City time, on the business day after the previously scheduled Exchange O ffer Expiry Date. Without limiting the
manner in which we may choose to make any public announcement and subjectto applicable law, we will have no
obligation to publish, advertise or otherwise icate any public ment other than by issuing a release to the
Dow Jones News Service.

Holders of restricted Series 4 preferred securities do not have any appraisal or dissenters’ rights in conne ction with the
exchange offer.

Restricted Series 4 preferred securities which are nottendered for exchange orare tendered but notaccepted in
connection with the exchange offer will remain outstanding, but will be subject to transfer restrictions and will not be
entitled to any further re gistration rights under the re gistration rights agreement.

The Issuer intends to conduct the exchange offer in accordance with the applicable requirements of the Securities Act
and the Exchange Actand the rules and re gulations of the SEC thereunder.

By tendering to the Issuerrestricted Series 4 preferred securities, including causing the transmission of an Agent’s
Message by DTC on your behalf to the Tax Certification and Exchange Agent, you will be making the representations
described below to the Issuer. See “—Resale of the exchange Series 4 preferred securities.”

Important rules concerning the exchange offer

You should note that:
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« Allquestions as to the validity, form, eligibility, time of receipt and acceptance of restricted Series 4 preferred securities
tendered for exchange will be determined by the Issuer in its sole discretion, which determination shall be final and binding.

¢ The Issuerreserves the absolute right to rejectany and all tenders of any particular restricted Series 4 preferred
securities not properly tendered or to notaccept any particular restricted Series 4 preferred securities which acceptance might, in
the Issuer’s judgment or the judgment of the Issuer’s counsel, be unlawful.

The Issueralso reserves the absolute right to waive any defects or irre gularities or conditions of the exchange offer as to any
particular restricted Series 4 preferred securities either before or after the Exchange O ffer Expiry Date, including the right to waive
the ineligibility of any holder who seeks to tender restricted Series 4 preferred securities in the exchange offer. Unless the Issuer
agrees to waive any defector irre gularity in connection with the tender of restricted Series 4 preferred securities for exchange,
you must cure any defect or irre gularity within any reasonable period of time as we shall determine.

The Issuer’s interpretation of the terms and conditions of the exchange offer as to any particular restricted Series 4 preferred
securities either before or after the Exchange O ffer Expiry Date shall be final and binding on all parties.

Neither the Issuer, the Tax Certification and Exchange Agentnor any other person shall be under any duty to give notification
of any defect or irre gularity with respect to any tender of restricted Series 4 preferred securities for exchange, nor shall any of
them incur any liability for failure to give any notification.

Procedures for tendering restricted Series 4 preferred securities

The Tax Certification and Exchange Agent will, on behalf of the Issuer, acceptan ATOP agreement with DTC, and will
arrange with DTC for ATOP to be utilized for purposes of the exchange offer promptly after the date of this prospectus. If you, as
the holder of restricted Series 4 preferred securities, wish to tender your restricted Series 4 preferred securities for exchange in
the exchange offer, you must instruct your bank or broker to further instruct the DT C participant through which your restricted
Series 4 preferred securities are held, to tender your restricted Series 4 preferred securities for exchange through DTC’s ATOP
by 5:00 p.m., New York City time, on November 6, 2007, which is the Exchange Offer Expiry Date. You may be asked to complete
and send a Customer Instructions Form, a copy of which you will receive from the Tax Certification and Exchange Agentalong with
this prospectus, instead of providing verbal instructions to tender for exchange, so please check with your broker or account
executive in advance of the Exchange Offer Deadline to determine the preferred procedure. When you tender to the Issuer
restricted Series 4 preferred securities, including the transmission of an Agent’s Message by DTC on your behalf to the Tax
Certification and Exchange Agent, you willbe deemed to representand warrant to the Issuer that you have read and agree to all of
the terms and conditions of the exchange offer, and the Issuer’s acceptance of the restricted Series 4 preferred securities will
constitute a binding agreement between you and the Issuer upon the terms and subject to the conditions in this prospectus.

The custodial entity holding your restricted Series 4 preferred securities may prescribe a deadline which is
different than ours, so please check with such entity to ensure that they receive your instructions to tender for exchange
in time to transmit them through DT C and to the T ax Certification and Exchange Agent for receipt before the Exchange
Offer Expiry Date.

In order to avoid the 18% withholding tax required by Spanish tax law, the DT C participant through which your
restricted Series 4 preferred securities are held must also submit your beneficial owner identity and residence
information required by Spanish tax law and set forth in Annex B (the “Beneficial Owner Exchange Information™) in
respect of any income that may be imputed to you as a beneficial owner ofrestricted Series 4 preferred securities in
connection with the exchange of restricted Series 4 preferred securities for exchange Series 4 preferred securities.

FOR FURT HER INFORMAT ION ON T HE PROCEDURES FOR T AX RELIEF AT SOURCE AND FOR EXCHANGES
OF RESTRICT ED PREFERRED SECURITIES, SEE ART ICLE I OF ANNEX A TO THIS PROSPECT US.
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Acceptance of restricted Series 4 preferred securities for Exchange; Delivery of exchange Series 4 preferred
securities; Exchange Settlement

On the Exchange Offer Expiry Date, the Issuer will announce the number of exchange offers accepted through notice to
Acupay, the Paying Agentand DTC.

Once all of the conditions to the exchange offer are satisfied or waived, the Issuer will accept, promptly after the Exchange
Offer Expiry Date, all restricted Series 4 preferred securities properly tendered and will issue the exchange Series 4 preferred
securities promptly after acceptance of the restricted Series 4 preferred securities. See “Conditions to the Exchange Offer”
below. For purposes of the exchange offer, the Issuer’s giving of oral or written notice of our acceptance to the Tax Certification
and Exchange Agent will be considered our acceptance of the exchange offer.

Inall cases, the Issuer will issue exchange Series 4 preferred securities in exchange for restricted Series 4 preferred
securities thatare accepted for exchange only after timely receipt by the Tax Certification and Exchange Agentofan Agent’s
Message, a message transmitted by DTC and received by the Tax Certification and Exchange Agent, which states that DT C has
received an express acknowledgment from a participant in DT C tendering restricted Series 4 preferred securities, that such
participant has received this prospectus and agrees to be bound by the terms of the exchange offer set forth herein and that the
Issuer may enforce such agreementagainst such participant. Delivery of the Agent’s Message set forth herein by DT C will satisfy
the terms of the exchange offer as to the tender of the restricted Series 4 preferred securities held by the participant identified in
the Agent’s Message.

If the Issuer does notacceptany tendered restricted Series 4 preferred securities for any reason included in the terms and
conditions of the exchange offer, the Issuer will release any unaccepted or non-exchanged restricted Series 4 preferred securities
without expense to the tendering holder by release of such non-exchanged restricted Series 4 preferred securities in the account
in which they are maintained with DT C as promptly as practicable after the expiration or termination of the exchange offer.

On or prior to the Exchange Settlement Date, the Issuer will transmit (i) to the Paying Agent an exchange Series 4 preferred
security for authe ntication and (ii) to DT C (or the Paying Agentas custodian for DT C) such exchange Series 4 preferred security,
registered in the name of DTC’s nominee, Cede & Co. for delivery in book-entry form to the rele vant bene ficial owners of the
restricted Series 4 preferred securities. The exchange of restricted Series 4 preferred securities for exchange Series 4 preferred
securities shall be irrevocable and the exchange Series 4 preferred securities may notbe converted to restricted Series 4
preferred securities. The terms of the exchange Series 4 preferred securities shall be binding upon any subsequent holder of
such exchange Series 4 preferred securities.

By 3:00 p.m. New York City time on the Exchange Settlement Date, DT C shall confirm to Acupay the delivery to each relevant
DTC participant of the relevant quantity of exchange Series 4 preferred securities, as adjusted for any Exchange Withholding Tax
Sale (as defined below) procedures necessary in accordance with paragraph E.2 of Article lof Annex A, in exchange fora
comparable quantity of restricted Series 4 preferred securities. Notice of the consummation of such exchange operations shall be
promptly communicated to the Issuer and the Paying Agent via the Acupay System.

Exchange Withholding T ax

In the event that the amount of Spanish withholding tax to be collected froma DT C participant pursuant to the exchange of
restricted Series 4 preferred securities for exchange Series 4 preferred securities, as calculated in accordance with paragraph B.3
of Article Tof Annex A, does notexceed the amount of cash distribution income payable to such DT C participant on the
Distribution Payment Date immediately succeeding the Exchange Settlement Date (after any necessary withholding with respect to
such cash payment is made on such Distribution Payment Date), the Issuer will instruct the Paying Agentto, and the Paying Agent
will, deduct the amount of cash necessary to satisfy such Spanish withholding tax liability from such cash distribution on such
immediately succeeding Distribution Payment Date. Any amounts so deducted by the Paying Agent to satisfy the relevant DT C
participant’s withholding tax liability will be promptly transmitted to the Issuer, and Acupay will promptly confirm any such deduction
to the relevant DT C participant.
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In the event that the amount of Spanish withholding tax to be collected froma DT C participant pursuant to the exchange of
restricted Series 4 preferred securities for exchange Series 4 preferred securities, as calculated in accordance with paragraph B.3
of Article Tof Annex A, exceeds the cash distribution income payable to such DTC participant on the distribution payment date
immediately succeeding the Exchange Settlement Date (after any necessary withholding with respect to such cash payment is made
on such distribution payment date), the Issuer will (i) instruct the Paying Agent to withhold from delivery on the Exchange Settlement
Date and (i) sell or arrange for the sale in the secondary marketofan appropriate quantity of exchange Series 4 preferred
securities, based on the valuations received by the Issuer (or Acupay on its behalf) on the Exchange Offer Expiry Date, as may be
necessary to provide cash in sufficient amounts to meetsuch DTC participant’s withholding tax liability with respect to the
exchange of restricted Series 4 preferred securities to exchange Series 4 preferred securities (the “Exchange Withholding Tax
Sale™). The Issuer’s determination of the number of exchange Series 4 preferred securities that may be withheld from delivery and
offered for sale to satisfy relevant DT C participant’s withholding tax liability (including the withholding from delivery of such
number of exchange Series 4 preferred securities as may be deemed necessary, in the sole opinion of the Issuer, to provide a
suitable margin to secure the results of the Exchange Withholding Tax Sale) will be binding on all parties. Any amounts received
from the Exchange Withholding Tax Sale necessary to satisfy the relevant DT C participant’s withholding tax liability will be
promptly transmitted to the Issuer.

Upon the completion of the Exchange Withholding Tax Sale, the Issuer will promptly transmit to the Paying Agent, and direct
(in writing) the Paying Agent to remit to the relevant DT C participant, (i) any excess cash proceeds, netofselling agent’s fees and
expenses, from the Exchange Withholding Tax Sale (via Fed-Wire), (ii) any exchange Series 4 preferred securities that were
previously withheld but remain unsold as part of the Exchange Withholding Tax Sale (via free delivery through DTC) and (iii) a
letter confirming the details of the Exchange Withholding Tax Sale and the related calculation of the amounts so remitted.

Itis expected that the fore going procedures in relation to Exchange Withholding Tax Sales will be completed by the tenth New
York Business Day following the Exchange Settlement Date.

As of the date of this prospectus, the imputed income for Spanish tax purposes that would arise were this Exchange Offer to
expire on the date hereof would be US$0.00 per US$1,000 aggregate liquidation preference of preferred securities exchanged.

‘Withdrawal Rights

You can withdraw your tender of restricted Series 4 preferred securities at any time on or prior to the exchange offer
expiration date.

For a withdrawal to be effective, a withdrawal request mustbe received by the Tax Certification and Exchange Agent through
the facilities of DTC by the Exchange Offer Deadline. Any withdrawal request mustbe submitted to the Tax Certification and
Exchange Agent through DT C and must specify:

e the quantity of the restricted Series 4 preferred securities to be withdrawn; and

e the name and number of the accountat DTC to be credited with the withdrawn restricted Series 4 preferred securities and
otherwise comply with the procedures of that facility.

If you withdraw your restricted Series 4 preferred securities, you must instruct the DT C participant through which
your restricted Series 4 preferred securities are held to adjust your Beneficial Owner Exchange Information via
Acupay accordingly in order to avoid any misalignment between your DT C participant Exchange Instructions and your
Beneficial Owner Exchange Information which could resultin your being paid net of Spanish withholding taxes.

Please note thatall questions as to the validity, form, eligibility and time of receipt of withdrawal requests will be determined
by the Issuer, and the Issuer’s determination shall be final and binding on all parties. Any restricted Series 4 preferred securities so

withdrawn will be considered notto have been validly tendered for exchange for purposes of the exchange offer.
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If you have properly withdrawn restricted Series 4 preferred securities and wish to re-tender them, you may do so by
following the procedures described under “Procedures for Tendering restricted Series 4 preferred securities in exchange for
exchange Series 4 preferred securities™ above at any time on or prior to the exchange offer expiration date.

Conditions to the Exchange Offer and deemed representations

Notwithstanding any other provisions of the exchange offer, the Issuer will not be required to accept for exchange, or to issue
exchange Series 4 preferred securities in exchange for, any restricted Series 4 preferred securities and may te rminate or amend
the exchange offer, if atany time before the acceptance of restricted Series 4 preferred securities for exchange or the exchange
of the exchange Series 4 preferred securities for restricted Series 4 preferred securities, thatacceptance or issuance would
violate applicable law or any interpretation of the staff of the SEC.

That condition is for the Issuer’s sole benefitand may be asserted by the Issuerregardless of the circumstances giving rise to
that condition. The Issuer’s failure at any time to exercise the fore going rights shallnotbe considered a waiver by the Issuer of that
right. The Issuer’s rights described in the prior paragraph are ongoing rights which the Issuer may assert at any time and from time
to time .

In addition, the Issuer will notaccept for exchange any restricted Series 4 preferred securities tendered, and no exchange
Series 4 preferred securities will be issued in exchange for any restricted Series 4 preferred securities, if at that time any stop
order shall be threatened or in e ffect with respect to the exchange offer to which this prospectus relates.

Any DTC participant tendering restricted Series 4 preferred securities shallbe deemed to represent and warrant that it has full
power and authority to tender, exchange, sell, assign and transfer the restricted Series 4 preferred securities so tendered and that,
when the same are accepted for exchange, we will acquire good, marketable and unencumbered title thereto, free and clear of all
liens, restrictions, charges and encumbrances, and that the restricted Series 4 preferred securities so tendered are notsubject to
any adverse claims or proxies. The tendering participant will, upon request, execute and deliver any additional documents
deemed by us or the Tax Certification and Exchange Agentto be necessary or desirable to complete the exchange, assignment
and transfer of the restricted Series 4 preferred securities tendered hereby, and the tendering participant will comply with its
obligations, if any, under the registration rights agreement. The tendering participant has read and agrees to all of the terms of the
exchange offer.

Any obligation of the tendering participant hereunder shall be binding upon the trustees in bankruptcy, legal representatives
successors and assigns of the tendering participant. Exceptas stated in this prospectus, this tender is irrevocable.

For additional representations deemed to be made in connection with any tender, see “—Description of Exchange Series 4
Preferred Securities.”

Tax Certification and Exchange Agent
Acupay has been appointed as the Tax Certification and Exchange Agent for the exchange offer. Questions and requests for
assistance, requests for additional copies of this prospectus or of the Customer Instructions Form should be directed to Acupay

via telephone or email to the addresses indicated below.
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Via email: info@acupaysystem.com

By post, telephone or fax:

INLONDON: INNEW YORK:

Acupay System LLC Acupay System LLC
Attention: Nina Santa-Maria Attention: Sabrina Cruz
First Floor 30 Broad Street—46th Floor
28 Throgmorton Street New York, N.Y. 10004
London EC2N2AN USA

United Kingdom Tel. 1-212-422-1222

Tel. 44-(0)-207-382-0340 Fax. 1-212-422-0790

Fax. 44-(0)-207-256-7571

Fees and Expenses

The principal solicitation relating to the exchange offer is being made by e-mail and mail; howe ver, additional solicitation may
be made by telegraph, telephone orin person by our officers, regular employees and affiliates. The Issuer will not pay any
additional compensation to any of the Issuer’s officers and employees who engage in soliciting tenders. The Issuer will not make
any payment to brokers, dealers, or others soliciting acceptances of the exchange offer. However, the Issuer will pay the Tax
Certification and Exchange Agentreasonable and customary fees forits services and will reimburse it for its reasonable out-of-
pocketexpenses in connection with the exchange offer.

The estimated cash expenses to be incurred in connection with the exchange offer, including legal, accounting, SEC filing,
printing and Tax Certification and Exchange Agentexpenses, willbe paid by us and are estimated in the aggre gate to be U.S.
$170,000.

Resale of the Exchange Preferred Securities

Under existing interpretations of the staff of the SEC contained in several no-action letters to third parties, the exchange Series
4 preferred securities would in general be freely transferable after the exchange offer without further re gistration under the
Securities Act. The relevant no-action letters include the Exxon Capital Holdings Corporation letter, which was made available by the
SEC on May 13, 1988, and the Morgan Stanley & Co. Incorporated letter, made available on June 5, 1991.

However, any purchaser of restricted Series 4 preferred securities who is an “affiliate” of the Issuer or the Guarantor or who
intends to participate in the exchange offer for the purpose of distributing the exchange Series 4 preferred securities:

1) will notbe able to rely on the interpretation of the staff of the SEC;
2) will notbe able to tender its restricted Series 4 preferred securities in the exchange offer and
3) must comply with the registration and prospectus delivery requirements of the Securities Actin

connection with any sale or transfer of the Series 4 preferred securities unless thatsale or transfer is made using an
exemption from those re quire ments.

By tendering to the Issuer restricted Series 4 preferred securities, including the transmission of an Agent’s Message by DTC
on your behalf to the Tax Certification and Exchange Agent, each holder of the restricted Series 4 preferred securities will
represent that:

1) itis notan “affiliate” of Issuer or the Guarantor;

2) any exchange Series 4 preferred securities to be received by it were acquired in the ordinary course of
its business and
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3) it has no arrangement or understanding with any person to participate, and is notengaged in and does

notintend to engage, in the “distribution,” within the meaning of the Securities Act, of the exchange Series 4 preferred
securities.

In addition, in connection with any resales of exchange Series 4 preferred securities, any broker-dealer participating in the
exchange offer who acquired securities for its own account as a result of marke t-making or other trading activities mustdeliver a
prospectus meeting the requirements of the Securities Act. The SEC has taken the position in the Shearman & Sterling no-action
letter, which it made available on July 2, 1993, that participating broker-dealers may fulfill their prospectus delivery re quire ments
with respect to the exchange Series 4 preferred securities, other than a resale of an unsold allotment from the original sale of the
restricted Series 4 preferred securities, with the prospectus contained in the exchange offer registration statement. Under the
registration rights agreement, we are required to allow participating broker-dealers and other persons, if any, subject to similar

prospectus delivery requirements to use this prospectus as it may be amended or supplemented from time to time, in connection
with the resale of exchange Series 4 preferred securities.
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MANAGEMENT

Please referto tem 6 of our 2006 Form 20-F.
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DESCRIPT ION OF THE EXCHANGE SERIES 4 PREFERRED SEC URIT IES

The following is a summary of certain terms and provisions of the exchange Series 4 preferred securities. The summary set
forth below does not purportto be complete and is subjectto, and qualified in its entirety by reference to a public deed of
issuance dated November 16, 2006 and the resolutions adopted by the shareholders and the board of directors of the Issuer
establishing the Series 4 preferred securities. A summary of certain terms and provisions of the Guarantee of the exchange Series
4 preferred securities by the Guarantor is set forth later in this prospectus under the heading “Description of the Guarantee.”

Distributions

Non-cumulative cash distributions on the exchange Series 4 preferred securities (the “Distributions™) accrue from the date of
original issuance and are payable quarterly in arrears on February 21, May 21, August21 and November 21 in each year,
commencing on November 21, 2007.

Payment of cash distributions in any year on the exchange Series 4 preferred securities and on all other series of Preferred
Securities, as defined below (both issued and which may, in the future, be issued or guaranteed by the Guarantor) is limited by the
amount of the Distributable Profits of the Guarantor for the previous year as defined below under section entitled “Description of
the Guarantee—Distributions”, and to any limitations that may be imposed by Spanish banking re gulations on capital adequacy for
credit institutions, as determined in accordance with guidelines and re quirements of the Bank of Spain and other Spanish law as in
effect from time to time. Distributions shall notbe payable to the extent that:

« the aggregate of such Distributions, toge ther with (a) any other distributions previously paid during the then-current fiscal
year (defined as the accounting year of the Guarantor) and (b) any distributions proposed to be paid during the then-current
Distribution Period, in each case onorinrespect of Preferred Securities (including the Series 4 preferred securities) would
exceed the Distributable Profits of the immediately preceding fiscal year; or

« evenif Distributable Profits are sufficient, if under applicable Spanish banking re gulations relating to capital adequacy
require ments affecting financial institutions which fail to meet their required capital ratios on a parent company only basis orona
consolidated basis, the Guarantor would be prevented atsuch time from making payments on its ordinary shares or on Preferred
Securities issued by the Guarantor.

““Preferred Securities”” means (as the case may be) any preferred securities (participaciones preferentes) issued under Spanish
Law 13/1985, or other securities or instruments equivalent to preferred securities issued by the Issuer, or by any other subsidiary
of the Guarantor which are entitled to the benefitof a guarantee ranking pari passu with the Guarantor’s obligations under the
Guarantee, or any such securities or instruments issued by the Guarantor and ranking pari passu with the Guarantor’s obligations
under the Guarantee.

In this prospectus, “distribution” refers to any distributions paid or to be paid on the Preferred Securities.

If Distributions are not paid in full on the exchange Series 4 preferred securities, all distributions paid upon the exchange
Series 4 preferred securities and all other Preferred Securities will be paid pro rata among the exchange Series 4 preferred
securities and all such other Preferred Securities, so that the amount of the distribution payment per security will have the same
relationship to each other that the nominal or par value per security of the exchange Series 4 preferred securities and all other
Preferred Securities bear to each other.

If Distributions are not paid on the exchange Series 4 preferred securities on the Distribution Payment Date in respect of the
rele vant Distribution Period as a consequence ofthe above limitations on Distributions or are paid partially, then the right of the
holders of the exchange Series 4 preferred securities to receive a Distribution or an unpaid part thereof in respect of the relevant
Distribution Period will be lost and neither the Issuer nor the Guarantor will have any obligation to pay the Distribution accrued or
part thereof for such Distribution Period or to pay any interest thereon, whether or not Distributions on the exchange Series 4
preferred securities are paid for any future Distribution Period.
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The Distributions payable on the exchange Series 4 preferred securities are fixed at 6.80% per annum of their par value. The
Distribution payable in respect of any Distribution Period (defined as the period from and including one Distribution payment date
(or, in the case of the first Distribution Period, the issuance date) to but excluding the next Distribution payment date ) will be
computed on the basis of twelve 30-day months and a 360-day year.

Distributions on the exchange Series 4 preferred securities will be payable to the record holders thereof as they appear on
the register for the exchange Series 4 preferred securities on record dates, which willbe on the 15th calendar day preceding the
relevant payment dates. We have been informed by DTC that distributions on Global Preferred Securities Certificate (as defined
below) will be paid overto DTC participants in respectof their record holdings on the record date. In the event that any date on
which Distributions are payable on the exchange Series 4 preferred securities is nota day on which banks in the city of Madrid
(Spain) and The City of New York are open for business and on which foreign exchange dealings may be conducted in the city of
Madrid (Spain) and The City of New York (a “business day™), then payment of the Distribution payable on such date will be made
on the nextday which is a business day (and without any interest or other payment in respect of any such delay).

Exceptas hereinabove provided, holders of the Issuer’s exchange Series 4 preferred securities will have no right to
participate in the profits of the Issuer.

Optional Redemption

The exchange Series 4 preferred securities are redeemable, at the option of the Issuer, subject to the prior consent of the
Bank of Spain, in whole but not in part, on or after November 21, 2011, upon notless than 30 nor more than 60 days’ notice prior to
the relevant redemption date by mail to each record holder, atthe redemption price of $25.00 per exchange Series 4 preferred
security, plus the accrued and unpaid Distribution for the then-current Distribution Period to the date fixed for redemption.

If the Issuer gives notice of redemption of the exchange Series 4 preferred securities, then by 12:00 Noon, New York City
time on the rele vantredemption date, the Issuer will:

« irrevocably deposit with the paying agent funds sufficient to pay the fore going redemption price, including the amount of
accrued and unpaid Distribution for the then-current Distribution Period to the date fixed for rede mption; and

e give the paying agentirrevocable instructions and authority to pay the redemption price to the holders of the exchange
Series 4 preferred securities.

If the notice of redemption has been given, and the funds deposited as required, then on the date of such deposit:

e Distributions on the exchange Series 4 preferred securities called for redemption shall cease;

e suchexchange Series 4 preferred securities will no longer be considered outstanding; and

e the holders will no longer have any rights as holders except the right to receive the redemption price.

If either the notice of redemption has been given and the funds are notdeposited as required on the date of such depositorif
the Issuer or the Guarantor improperly withholds or refuses to pay the redemption price of the exchange Series 4 preferred
securities, Distributions will continue to accrue at the rate specified from the redemption date to the date of actual payment of the
redemption price.

In order to comply with certain Spanish capital adequacy re gulations in force at the date of this prospectus, neither the Issuer
nor the Guarantor nor any of their respective subsidiaries shall at any time purchase exchange Series 4 preferred securities,
without the prior consent of the Bank of Spain, and in any event not earlier than November 21, 2011. Notwithstanding the foregoing,
if Spanish law were to change and such purchases are permitted be fore November 21, 2011, then, subject to applicable law, the
Issuer, the Guarantor and any of their respective subsidiaries may at any time and from time to time purchase outstanding exchange
Series 4 preferred securities by tender, in the open marketor by private agreement.
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Any exchange Series 4 preferred securities so purchased by the Issuer shall be immediately cancelled.
Rights upon Liquidation

If the Issuer is voluntarily or involuntarily liquidated, dissolved or wound-up, the holders of outstanding exchange Series 4
preferred securities will be entitled to receive out of the assets thatare available to be distributed to holders, and be fore any
assets are distributed to holders of ordinary shares or any other class of shares of the Issuer ranking junior to the exchange Series
4 preferred securities as to participation in assets, but together with holders of any other Preferred Securities of the Issuer ranking
equally with the exchange Series 4 preferred securities as to participation in assets, the following liquidation distribution:

e $25.00 perexchange Series 4 preferred security, plus

e anamountequal to the accrued and unpaid Distributions for the the n-current Distribution Period up to the date of payment.

If at the time that any liquidation distribution is to be paid, proceedings are also pending or have been commenced for the
voluntary or involuntary liquidation, dissolution or winding-up of the Guarantor or for a reduction in the Guarantor’s shareholders”
equity pursuant to Article 169 of the Spanish Corporations Act (Ley de Sociedades Anénimas), then the liquidation distribution to be
paid to the holders:

o ofallPreferred Securities of the Issuer;

e ofall Preferred Securities of other subsidiaries of the Guarantor; and

e ofPreferred Securities issued by the Guarantor,

will be limited to and notexceed the amount that would have been paid as the liquidation distribution from the assets of the
Guarantor (after payment in full in accordance with Spanish law of all creditors of the Guarantor, including holders of subordinated
debtbut excluding holders of any guarantee or any other contractual right expressed to rank e qually with or junior to the
Guarantee), had all such Preferred Securities been issued by the Guarantor, and

e ranked junior to all liabilities of the Guarantor;

e ranked pari passu with the most senior Preferred Securities which could have been issued by the Guarantor (if any); and

e ranked senior to the Guarantor’s ordinary shares.

The above limitation will apply even if the Issuer has at the time sufficient assets to pay the liquidation distribution to the
holders of all Preferred Securities issued by it, including the exchange Series 4 preferred securities.

If the fore going liquidation distribution relating to the exchange Series 4 preferred securities and other Preferred Securities
cannotbe made in full due to the limitation described above, then all payments will be made pro rata in the proportion that the
amount available for payment bears to the full amount that would have been payable, had there been no such limitation.

Uponreceiptof payment of the liquidation distribution, holders of exchange Series 4 preferred securities will have no right or
claim on any of the remaining assets of either the Issuer or the Guarantor. See the section entitled “Description of the Guarantee—
Status.”

Exceptas provided in the second paragraph above with respect to any liquidation or winding up of the Guarantor or a
reduction in its shareholders equity, the Guarantor will not permit, and will not take any action to cause, the liquidation, dissolution

or winding-up of the Issuer.
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Voting Rights

The holders of exchange Series 4 preferred securities will not have any voting rights unless either the Issuer or the Guarantor,
under the Guarantee, fails to pay Distributions in full on the exchange Series 4 preferred securities for four consecutive Distribution
Periods. Insuchevent, the holders of outstanding exchange Series 4 preferred securities, together with the holders of any other
series of Preferred Securities of the Issuer then also having the right to vote for the election of directors, acting as a single class
without re gard to series, will be entitled to:

e appointtwo additional members of the board of directors of the Issuer;

e remove any such board member from office; and

e appointanother person(s) in place of such member(s).

This can be accomplished by either:

e written notice given to the Issuer by the holders of a majority in liquidation pre ference; or

e anordinary resolution passed by the holders of a majority in liquidation preference ofthe securities presentin person or
by proxy ata special general meeting of the holders convened for that purpose.

If the written notice of the holders is not given as provided in the preceding paragraph, the board of directors of the Issuer, or
a duly authorized committee of the board of directors, is required to convene a special general meeting for the above purpose, not
later than 30 days after this entitlement arises.

If the board of directors of the Issuer, or its duly authorized committee, fails to convene this meeting within the required 30-
day period, the holders of 10% in liquidation preference of the outstanding exchange Series 4 preferred securities and other
Preferred Securities of the Issuer are entitled to convene the meeting. The Issuer will determine the place where the separate
general meeting will be held.

Immediately following a resolution for the appointment or the removal of additional members to the board of directors, the
special general meeting of holders shall give notice of such to:

1) the board of directors of the Issuer so that it may, where necessary, call a general meeting of the
shareholders of the Issuer; and

2) the shareholder of the Issuer, so that they may hold a general meeting of shareholders.

The shareholder of the Issuer has undertaken to vote in favor of the appointment or removal of the directors so named by the
special general meeting of the holders and to take all necessary measures in such re gard.

Once distributions have been paid in full in respect of the exchange Series 4 preferred securities for four consecutive
Distribution Periods and any other Preferred Securities of the Issuer in respectof such distribution periods as setout in their own
terms and conditions, any member of the board of directors of the Issuer that has been appointed in the manner described in the
preceding paragraphs is required to vacate office.

Under the Articles of the Issuer, its board of directors must have a minimum of three members and a maximum of eleven
members. At the date of this prospectus, the board of directors of the Issuer has four directors.

Any amendments or abrogation of the rights, preferences and privileges of the exchange Series 4 preferred securities will not
be effective, unless otherwise required by applicable law and except:

e with the consent in writing of the holders of at least two-thirds of the outstanding exchange Series 4 preferred securities;
or

e with the sanction of a special resolution passed ata separate general meeting by the holders of atleast two-thirds of the
outstanding exchange Series 4 preferred securities.
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If the Issuer, or the Guarantor under any guarantee, has paid in full the mostrecent distribution payable on each series of the
Issuer’s Preferred Securities, the Issuer, the holders ofits ordinary shares, or its board of directors may, without the consent or
sanction of the holders ofits Preferred Securities:

e take any action required to issue additional Preferred Securities or authorize, create and issue one or more other series
of Preferred Securities of the Issuer ranking equally with the exchange Series 4 preferred securities, as to the
participation in the profits and assets of the Issuer, without limit as to the amount; or

e take any action required to authorize, create and issue one or more other classes orseries of shares of the Issuer ranking
Jjunior to the Preferred Securities, as to the participation in the profits or assets of the Issuer.

However, if the Issuer, or the Guarantor under any guarantee, has not paid in full the mostrecent distribution payable on each
series of Preferred Securities, then the prior consent of the holders of atleast two thirds in liquidation preference of the
outstanding Preferred Securities of the Issuer will be required to carry out such actions. Such consent may be granted in writing by
the holders, or with the sanction of a special resolution passed ata separate general meeting of holders.

The vote of the holders of exchange Series 4 preferred securities is notrequired to redeem and cancel the exchange Series 4
preferred securities. Spanish law does notimpose any restrictions on the ability of holders of Preferred Securities who are not
residents or citizens of Spain to hold or vote such Preferred Securities.

If the shareholders of the Issuer propose a resolution providing for the liquidation, dissolution or winding-up of the Issuer, the
holders of all the outstanding Preferred Securities of the Issuer:

e willbe entitled to receive notice of and to attend the general meeting of shareholders called to adopt this resolution; and

e willbe entitled to hold a separate and previous general meeting of holders and vote together as a single class without
regard to series on such resolution, butnoton any other resolution.

The above resolution will not be effective unless approved by the holders of a majority in liquidation pre ference of all
outstanding Preferred Securities of the Issuer.

The result of the above mentioned vote shall be disclosed at the general shareholders meeting as well as the fact that the
shareholder of the Issuer has undertaken to vote in the correspondent general shareholders meeting in conformity with the vote of
the separate general meeting of holders.

Notice, attendance, or approval is notrequired if the liquidation, dissolution and winding-up of the Issuer is initiated due to:

e the liquidation, dissolution or, winding up of the Guarantor; or
e areduction in shareholders equity of the Guarantor under Article 169 of the Corporations Law of Spain.

The Issuer shall cause a notice of any meeting at which the holders of exchange Series 4 preferred securities are entitled to
vote, to be mailed to each record holder of exchange Series 4 preferred securities. This notice will include a statement re garding:

e the date, time and place of the meeting;
e adescription of any resolution to be proposed for adoption at the meeting at which the holders are entitled to vote; and
e instructions for the delivery of proxies.
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Special General Meeting

A Special General Meeting, which will be constituted by all holders of preferred securities of the Issuer, will be called by the
board of directors of the Issuer.

The quorum shall be the holders of preferred securities holding one-quarter of the liquidation pre ference of all preferred
securities of the Issuer issued and outstanding. If the attendance of one-quarter of the holders of preferred securities issued and
outstanding cannotbe obtained, such Special General Meeting may be re-convened one day after the first meeting and such
meeting shall be validly convened irrespective of the number of preferred securities presentorrepresented.

Ina Special General Meeting all resolutions shall be made by the majority set out in “Voting Rights™ above, and will be binding
onall of the holders of such preferred securities, including those notin attendance and dissenters.

Allholders of such preferred securities who are able to show that they held their securities five days prior to the date of the
Special General Meeting shall be entitled to attend with the right to speak and vote. Holders of such preferred securities shall
prove thatthey held such preferred securities in the manner and subject to the requirements set out in the announcement published
when convening such Special General Meeting. Holders of such preferred securities may dele gate their representation to another
person, by an individual signed letter for each meeting.

The convening of a Special General Meeting will be carried out in accordance with the rules governing the calling and holding
of meetings of holders of each series of preferred securities.

A Special General Meeting of holders of the Issuer’s preferred securities will be convened (i) so long as any restricted Series
4 preferred security is listed on the London Stock Exchange and the London Stock Exchange so requires by publication in an
English language newspaper in London (which is expected to be the Financial Times) or, if such publication is not practicable but
is required by the rules of the London Stock Exchange, in a leading daily newspaper in English and having general circulation in
Europe, (i) in accordance with the requirements of any security exchange on which the exchange Series 4 preferred securities are
listed and (iii) by mail to DTC (in each case notless that 30 nor more than 60 days prior to the date of the act or eventto which such
notice, request or communication relates).

Registrar, Transfer Agentand Paying Agent

The Bank of New York, presently located at 101 Barclay Street, New York, New York 10286, will act as registrar, transfer
agentand paying agent for the exchange Series 4 preferred securities, which together with its successors and assigns, we will
referto as “ the Paying Agent.”

Ranking of the exchange Series 4 preferred securities

The exchange Series 4 preferred securities will rank (a) junior to all liabilities of the Issuer including subordinated liabilities,
(b) pari passu with each other and with any other series of Preferred Securities of the Issuer and (c) senior to the Issuer’s ordinary
shares.

The holders of exchange Series 4 preferred securities by their subscription or acquisition waive any different priority that
Spanish law or re gulations could grant at any time, and particularly those arising from articles 92 and 158 of Law 22/2003 (Ley
Concursal), if any.

Form of exchange Series 4 preferred securities; Book-entry System

The exchange Series 4 preferred securities will be issued in the form of one global preferred security in fully re gistered
form, (the “Global Preferred Security Certificate). The Global Preferred Security Certificate will be deposited with, or on behalf
of DTC and registered in the name of DTC or its nominee. Investors may hold securities entitlements in respect of the Global
Preferred Security Certificate directly through DTC if they are participants in DTC’s book-entry system or indire ctly through
organizations which are participants in such system.
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Forso long as the exchange Series 4 preferred securities are represented by the Global Preferred Security Certificate,
securities entitlements in respect of the exchange Series 4 preferred securities will be transferable only in accordance with the
rules and procedures of DTC in effectat such time.

Because DTC can only acton behalf of direct participants, who in turn act on behalf of indirect participants and certain banks,
the ability of a person having a bene ficial interest in the exchange Series 4 preferred securities represented by the Global
Preferred Security Certificate to pledge such interestto persons or entities that do not participate in the DTC system, or otherwise
take actions inrespectofsuch interest, may be affected by the lack of a physical certificate.

The Paying Agentis notrequired to register the transfer of any exchange Series 4 preferred security that has been called for
redemption.

So long as DT C orits nominee is the holder of the Global Preferred Security Certificate, DT C or its nominee will be
considered the sole holder of such Global Preferred Security Certificate for all purposes. No direct participant, indirect participant
orother person will be entitled to have exchange Series 4 preferred securities registered in its name, receive or be entitled to
receive physical delivery of exchange Series 4 preferred securities in definitive form or be considered the owner or holder of the
exchange Series 4 preferred securities. Each person having an ownership or other interest in exchange Series 4 preferred
securities mustrely on the procedures of DTC, and, if a person is nota participant in DTC, mustrely on the procedures of the
participant or other securities interme diary through which that person owns its interest to exercise any rights and obligations of a
holder of the exchange Series 4 preferred securities.

Payments of any amounts in respectofthe Global Preferred Security Certificate will be made by the Paying Agent to
DTC. Payments will be made to beneficial owners of the exchange Series 4 preferred securities in accordance with the rules and
procedures of DTC orits directand indirect participants, as applicable. Neither the Issuer, the Guarantor nor the Paying Agent nor
any of their respective agents will have any responsibility or liability for any aspect of the records of any securities interme diary in
the chain of intermediaries between DT C and any beneficial owner of an interest in a Global Preferred Security Certificate, or the
failure of DT C or any interme diary to pass through to any beneficial owner any payments that the Paying Agent makes to DTC.

DTC has advised us thatitis a limited-purpose trust company organized under the New York Banking Law, a “banking
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a “clearing
corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the
provisions of Section 17A of the Exchange Act. DTC was created to hold securities of its participants and to facilitate the
clearance and settlement of transactions among its participants in those securities through electronic securities certificates. DTC
participants include securities brokers and dealers, including parties that may actas underwriters, dealers or agents with respectto
the securities, banks, trust companies, clearing corporations and certain other organizations, some of which, along with certain of
their representatives and others, own DTC. Access to the DTC book-entry system is also available to others, such as banks,
brokers, dealers and trust companies that clear through or maintain a custodial relationship with a participant, either directly or
indirectly.

Transfers between participants in DTC will be effected in the ordinary way in accordance with DTC’s rules and operating
procedures and will be settled in same day funds.

Miscellaneous

Exchange Series 4 preferred securities are not subject to any mandatory redemption or sinking fund provisions. Holders of
exchange Series 4 preferred securities have no preemptive rights.
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DESCRIPTION OF THE GUARANT EE

This section describes the general terms and conditions of the Payment and Guarantee Agreement, which is referred to as the
“Guarantee,” entered into by the Issuer and the Guarantor on November 21, 2006 for the benefit of the holders from time to time of
the exchange Series 4 preferred securities and the restricted Series 4 preferred securities.

Because this is only a summary, it does not contain all the details found in the full text of the Guarantee. If you would like
additional information, you should read the full text of the Guarantee, a copy of which is filed as an exhibit to the Issuer’s
re gistration statement on Form F-4, which this prospectus forms partof.

General

Subject to the restrictions specified in this prospectus, and unless paid by the Issuer, the Guarantor will pay, in full, to the
holders of exchange Series 4 preferred securities, the Guarantee payments, as defined below, as and when due, regardless of
any defense, right of set-off or counterclaim which the Issuer may have orassert.

The following payments, if not paid by the Issuer, which we will refer to as Guarantee payments, will be subject to the
Guarantee, without duplication:

e anyaccrued and unpaid Distributions;
e the redemption price for any exchange Series 4 preferred securities redeemed by the Issuer; and

e the liquidation distribution per exchange Series 4 preferred security described under “Description of the e xchange
Series 4 preferred se curities—Rights upon Liquidation.”

A holder of exchange Series 4 preferred securities may enforce the Guarantee directly against the Guarantor, and the
Guarantor will waive any right or remedy to require thatany action be brought against the Issuer or any other person or entity be fore
proceeding against the Guarantor. The Guarantee will notbe discharged exceptby payment of the Guarantee payments in full and
by complete performance of all obligations of the Guarantor under the Guarantee.

The Guarantee constitutes a guarantee of paymentand notof collection only.

The Issueris a wholly-owned subsidiary of the Guarantor. Under the Guarantee, as long as any exchange Series 4 preferred
securities are outstanding, the Guarantor has agreed to maintain 100% ownership in the ordinary shares of the Issuer.

Distributions

The Guarantor will notbe obligated to make any guarantee payment in respect of Distributions (including accrued and unpaid
Distributions relating to any payment upon redemption or liquidation distribution) on any exchange Series 4 preferred securities, if
the aggregate of such Distribution toge ther with (a) any other distributions previously paid during the then-current fiscal year
(defined as the accounting year of the Guarantor) and (b) any distributions proposed to be paid during the the n-current Distribution
Period, ineach case onorinrespectof Preferred Securities (including the Series 4 preferred securities) would exceed
Distributable Profits, as defined below, of the immediately preceding fiscal year.

Even if Distributable Profits are sufficient, the Guarantor will notbe obligated to make any payment under the Guarantee, if
under applicable Spanish Banking re gulations relating to capital ade quacy re quire ments affecting financial institutions which fail to
meet their required capital ratios on a parent company only basis or on a consolidated basis, the Guarantor would be prevented at
such time from making payments on its ordinary shares or on Preferred Securities issued by the Guarantor.
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If the Guarantee payments cannotbe made in full due to such limitations, the payments in respect of the exchange Series 4
preferred securities and all other Preferred Securities will be made pro rata among all holders of Preferred Securities in the
proportion that the amount available for payment bears to the full amount that would have been payable, had there been no
limitation.

“Distributable Profits™ means, for any fiscal year, the reported net profit (calculated in compliance with the re gulations of the
Bank of Spain) of the Guarantor, determined after tax and extraordinary items for such year, as derived from the non-consolidated
audited profitand loss account of the Guarantor, irrespective of whether shareholders’ meeting approval is still pending, prepared
in accordance with generally applicable accounting standards in Spain and Bank of Spain re quirements and guidelines, each as in
effectatthe time of such preparation. In the event that on any Distribution payment date, the audit of the non-consolidated profit
and loss account has notbeen completed, the reference to be used to calculate the Distributable Profits will be the balance of the
unaudited non-consolidated profitand loss account of the Guarantor as reported in the financial statements delivered to the Bank of
Spaininrespectof December 31st of the preceding fiscal year.

Redemption Price

Under the Guarantee, the Guarantor will guarantee the payment of the full amount of the redemption price on the exchange
Series 4 preferred securities that the Issuer may redeem. Howe ver, if this redemption price includes accrued and unpaid
Distributions from the current Distribution payment period to the date of redemption, the Guarantor’s obligation to pay this portion
of the redemption price will be subject to the limitation described above under the section entitled “—Distributions.”

Liquidating Distributions

If at the time that any liquidation distributions are to be paid pursuant to the Guarantee inrespect of the exchange Series 4
preferred securities, proceedings are pending or have been commenced for the voluntary or involuntary liquidation, dissolution or
winding-up of the Guarantor or for a reduction in the Guarantor’s shareholders’ equity pursuant to Article 169 of the Spanish
Corporations Act, then payments for such liquidation distributions and any liquidation distributions payable with respectto all other
Preferred Securities will notexceed the liquidation distributions that would have been payable from the assets of the Guarantor
(after payment in full in accordance with Spanish law of all creditors of the Guarantor, including holders of its subordinated debt,
but excluding holders of any guarantee or other contractual right e xpressly ranking e qually with or junior to the Guarantee ) had all
the Preferred Securities been issued by the Guarantor and ranked:

e junior to all liabilities of the Guarantor;

e pari passu with the most senior Preferred Securities which could have been issued by the Guarantor (if any); and

e senior to the Guarantor’s ordinary shares.

In the event of any liquidation or winding-up of the Guarantor or a reduction in its shareholders’ e quity pursuant to Article 169
of the Spanish Corporations Law, the Guarantor will exercise its voting rights in order to wind-up the Issuer, subject to the prior
consentof the Bank of Spain. In this case, holders of the exchange Series 4 preferred securitie s right to receive liquidation
distributions will be limited as described above.

If the payments described above cannotbe made in full due to this limitation, the payments will be made pro rata in the
proportion that the amount available for payment bears to the full amount that would have been payable, had there been no such
limitation.

Status
The Guarantee constitutes an unsecured obligation of the Guarantor which:

e ranks junior to all liabilities of the Guarantor, including subordinated liabilities (other than any guarantee or contractual right
expressly ranking equally with or junior to the Guarantee);
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e ranks pari passu with the mostsenior Preferred Securities which could have beenissued by the Guarantor, if any, and any
obligations of the Guarantor under any guarantee issued by it relating to any Preferred Securities issued by any
subsidiary; and

e ranks senior to the Guarantor’s ordinary shares.

Each holder of exchange Series 4 preferred securities by its acquisition of exchange Series 4 preferred securities will be
deemed to waive all other priorities that Spanish law or re gulations may confer at any time including those arising from articles 92
and 158 of Law 22/2003 of 9 July 2003 (Ley Concursal), if any.

If any amount re quired to be paid pursuant to the Guarantee inrespect of a Distribution payable during the mostrecent
Distribution Period has notbeen paid, due to the limitation on Distributable Profits described above under the section entitled “—
Distributions™ above or otherwise, then:

e no dividends (other than in the form of Guarantor’s ordinary shares or other shares of the Guarantor ranking junior to the
obligations of the Guarantor under the Guarantee) will be declared or paid or setapart for payment, or other distribution
made, upon the Guarantor’s ordinary shares or any other shares of the Guarantor ranking junior to the Guarantee; and

e the Guarantor will notredeem, repurchase or otherwise acquire for any consideration (including any amounts to be paid or
made available for a sinking fund for rede mption of any Guarantor ordinary shares), the Guarantor’s ordinary shares or any
other shares of the Guarantor ranking junior to the obligations of the Guarantor under the Guarantee (exceptby conversion
into or exchange for shares of the Guarantor ranking junior to the Guarantee),

until such time as either the Issuer, or the Guarantor, in accordance with the Guarantee, shall have resumed the payment of, orset
aside payment with respect to, full Distributions on the exchange Series 4 preferred securities for four consecutive Distribution
Periods.

The obligations of the Guarantor ranking e qually with the Guarantee are the Guarantor’s guarantees with respect to the
following issues of Preferred Securities:

Santander Finance Preferred, S.A. Unipersonal: Series 1 $190,000,000 6.41% Preferred Securities issued on March 11,
2004; Series 2 € 300,000,000 CMS — Linked Preferred Securities issued on September 30, 2004, Series 3 € 200,000,000 5.75%
Preferred Securities issued on October 8, 2004, Series 5$600,000,000 6.50% Preferred Securities issued on January 24, 2007,
Series 6 $350,000,000 Floating Rate Preferred Securities issued on March 5, 2007 and Series 7 GBP 250,000,000 Fixed/Floating
Rate Securities issued on July 10, 2007; and

Santander Finance Capital, S.A. Unipersonal: Series 1€ 450,000,000 Fixed (the first two periods) and Floating Rate Preferred
Securities issued on October 7, 2003; Series 1€ 400,000,000 Fixed (the first two periods) and Floating Rate Preferred Securities
issued on February 18, 2004; Series € 750,000,000 Fixed (the first two periods) and Floating Rate Preferred Securities issued
on July 30, 2004; Series IV € 680,000,000 Fixed (the first two periods) and Floating Rate Preferred Securities issued on
September 30, 2004 and Series V€ 1,000,000,000 Fixed (the first four periods) and Floating Rate Preferred Securities issued on
December4, 2005.

Other Guarantees

The Guarantor will notissue any preferred securities or other securities equivalent to preferred securities ranking senior to its
obligations under the Guarantee and will not guarantee payments on preferred securities of any direct or indire ct subsidiary if that
guarantee would rank senior to the Guarantee (including, without limitation, any guarantee that would provide a priority of payment
with respect to Distributable Profits) unless the Guarantee is amended to give to the holders of exchange Series 4 preferred
securities the rights and entitlements as are contained in or attached to such preferred securities or securities equivalent to
preferred securities or such other guarantee, so that the Guarantee ranks equally with, and contains substantially e quivalent rights
of priority on payment of Distributable Profits, if any, as such preferred securities or securities equivalent to preferred securities or
other guarantee. “Subsidiary” means an entity in which the Guarantor owns, directly or indirectly, a majority of the voting shares.
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General

The Guarantor shall not assign its obligations under the Guarantee without the prior approval of the holders of notless than
two-thirds in liquidation preference of the outstanding exchange Series 4 preferred securities and registered Series 4 preferred
securities of the Issuer or by resolution adopted ata special general meeting of the holders (Junta General Especial de Participes)
and approved by holders of atleast two-thirds of the liquidation preference of the exchange Series 4 preferred securities and
registered Series 4 preferred securities of the Issuer; provided, however, that the foregoing shall not preclude the Guarantor from
merging or consolidating with, or trans ferring or otherwise assigning all or substantially all of its assets to, a banking organization
or any other entity permitted by applicable laws without obtaining any approval of such holders.

Under the terms of the Guarantee, the Guarantor will undertake to maintain the ownership of 100% of the ordinary shares of the
Issuer, directly or indirectly, as long as any exchange Series 4 preferred securities are outstanding, and not to permit or take any
action to cause the liquidation, dissolution or winding up of the Issuer exceptas described above in “Description of the exchange
Series 4 preferred securities—Rights upon Liquidation.”

Amendme nts

Exceptas described in “~Other Guarantees” above, except for any changes which do not adversely affect the rights of
holders, or except for those changes necessary or desirable to give effectto any one or more transactions referred to in
“General” above, in which case no vote will be required, the Guarantee may be changed only by agreement in writing with the
prior approval of the holders of notless than two-thirds in liquidation preference of all exchange Series 4 preferred securities and
registered Series 4 preferred securities, or by a resolution adopted ata special general meeting of holders (Junta General Especial
de Participes) and approved by the holders of notless than two-thirds in liquidation pre ference of the exchange Series 4 preferred
securities and registered Series 4 preferred securities.

Subrogation

Under the Guarantee, the Guarantor will be subrogated to all rights that the holders of exchange Series 4 preferred securities
may have against the Issuer for amounts that the Guarantor paid to those holders under the Guarantee and the Guarantor will have
the right to waive payment of any amount of Distributions that it has made to those holders.

The Guarantor will not, exceptas required by mandatory provisions of law, exercise any rights that it may acquire by
subrogation, inde mnity, reimbursement or other agreement, as a result of a payment under the Guarantee, if, at the time of that
payment, any amounts are due and unpaid under the Guarantee.

If any amount on the exchange Series 4 preferred securities is paid to the Guarantor in violation of the preceding paragraph,
the Guarantor will pay thatamount to the holders of the exchange Series 4 preferred securities.

Termination of the Guarantee
The Guarantee will terminate upon:

e paymentofthe redemption price of all outstanding exchange Series 4 preferred securities and registered Series 4
preferred securities covered by the Guarantee;

e purchase and cancellation of all exchange Series 4 preferred securities and registered Series 4 preferred securities; or
e paymentofthe Series 4 preferred securities liquidation distribution.

The Guarantee will continue to be effective, or will be reinstated, if at any time a holder ofa exchange Series 4 preferred
security is required to restore payment of any sums paid on such exchange Series 4 preferred security or under the Guarantee.
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Governing Law

The Guarantee will be governed by, and construed in accordance with, the laws of the State of New York. The ranking of the
Guarantee willbe governed by Spanish Law.
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CERT AINRELAT IONSHIPS AND RELATED Y TRANSACTIONS

Please referto tem 7.B of our 2006 Form 20-F.
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TAXATION
Spanish Tax Considerations

The information provided below does notpurportto be a complete analysis of the tax law and practice currently applicable in
Spain and does not purport to address the tax consequences applicable to all categories of investors, some of which may be
subjectto special rules.

Prospective purchasers of the exchange Series 4 preferred securities are advised to consult their own tax advisers as to the
tax consequences, including those under the tax laws of the country of which they are resident, of purchasing, owning and
disposing of exchange Series 4 preferred securities.

The summary setoutbelow is based upon Spanish law as in effect on the date of this prospectus and is subject to any change
in such law that may take effectafter such date.

References in this section to securityholders include the beneficial owners of the exchange Series 4 preferred securities. The
statements regarding Spanish law and practice set forth below assume that the exchange Series 4 preferred securities will be
issued, and transfers thereof will be made, in accordance with the Spanish law.

This information has been prepared in accordance with the following Spanish tax le gislation in force atthe date of this
prospectus:

(a) of general application, Additional Provision Two of Law 13/1985, of 25th May on investment ratios, own funds and
information obligations of financial interme diaries, as amended by Law 19/2003, of 4th July on legal rules governing foreign
financial transactions and capital movements and various money laundering pre vention measures and Law 23/2005, of 18th
November on certain tax measures to promote the productivity, as well as Royal Decree 2281/1998, of 23rd October developing
certain disclosure obligations to the tax authoritics, as amended by Royal Decree 1778/2004, of 30th July establishing information
obligations in relation to preferred securities and other debt instruments and certain income obtained by individuals resident in the
European Union and other tax rules (Royal Decree 2281/1998 will be replaced by Royal Decree 1065/2007, of 27 July, enacting
the General Regulations on the actions and proceedings relating to tax management and tax auditand on development of the
common rules concerning tax application and procedures, as of 15! January 2008);

(b) for individuals resident for tax purposes in Spain which are subject to the Individual Income Tax (“IIT™), Law
35/2006 of November 28, on the IIT and on the Partial Amendment of the Corporate Income Tax Law, the Non-Residents Income
Tax Law and the Net Wealth Tax Law, and Royal Decree 1775/2004, of 30th July promulgating the IIT Re gulations, along with Law
19/1991, of 6th June on Net Wealth Tax and Law 29/1987, of 18th December on Inheritance and Gift Tax;

(c) for legal entities resident for tax purposes in Spain which are subject to the Corporate Income Tax (“CIT”), Royal
Legislative Decree 4/2004, of 5th March promulgating the Consolidated Textof the CIT Law, and Royal Decree 1777/2004, of
30th July promulgating the CIT Regulations; and

(d) for individuals and entities who are notresident for tax purposes in Spain which are subject to the Non-Resident
Income Tax (“NRIT”), Royal Legislative Decree 5/2004, of 5th March promulgating the Consolidated Text of the NRIT Law, and
Royal Decree 1776/2004, of 30th July promulgating the NRIT Regulations, along with Law 19/1991, of 6th June on Net Wealth Tax
and Law 29/1987, of 18th December on Inheritance and Gift Tax.

Whate ver the nature and residence of the securityholder, the acquisition and transfer of exchange Series 4 preferred
securities will be exempt from indirect taxes in Spain, i.e., exempt from Transfer Tax and Stamp Duty, in accordance with the
Consolidated Text of such tax promulgated by Royal Legislative Decree 1/1993, of 24th September and exempt from Value
Added Tax, inaccordance with Law 37/1992, of 28th December re gulating such tax.
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Individuals with Tax Residency in Spain
Individual Income Tax (Impuesto sobre la Renta de las Personas Fisicas)

Both distributions periodically received and income derived from the transfer, redemption or repayment of the exchange
Series 4 preferred securities (including imputed income deriving from the exchange of the exchange Series 4 preferred securities
in relation to an exchange offer) constitute a return on inve stment obtained from the transfer ofa person’s own capital to third
parties in accordance with the provisions of Section 25.2 of the IIT Law, and must be included in the investor’s IT savings taxable
base and taxed ata flat rate of 18%.

Both types of income are subject to a withholding on account of IIT at the rate of 18%. The individual holder may credit the
withholding against his or her final IT liability for the relevant tax year.

Net Wealth Tax (Impuesto sobre el Patrimonio)

Individuals who are resident in Spain for tax purposes and hold exchange Series 4 preferred securities on the last day of any
year will be subject to the Spanish Net Wealth Tax for such year at marginal rates currently varying between 0.2% and 2.5% of the
quoted average value of the exchange Series 4 preferred securities during the last quarter of the year during which such exchange
Series 4 preferred securities were held, with an exemptamount established by the competent autonomous community (comunidad
autonoma), or €108,182.18 if no exemptamount is established.

Inheritance and Gift Tax (I sobre Si i v Dy iones)

Individuals resident in Spain for tax purposes who acquire ownership or other rights over any exchange Series 4 preferred
securities by inheritance, giftor legacy will be subject to the Spanish Inheritance and Gift Tax in accordance with the applicable
Spanish regional and State rules. The applicable tax rates currently range between 7.65% and 81.6%, depending on relevant
factors.

Legal Entities with Tax Residency in Spain

Corporate Income Tax (Impuesto sobre Sociedades)

Both distributions periodically received and income derived from the transfer, redemption or repayment of the exchange
Series 4 preferred securities (including imputed income deriving from the exchange of the exchange Series 4 preferred securities
in relation to an exchange offer) are subjectto CIT (at the current general tax rate of 32.5%, which will be reduced to 30% on
January 1, 2008) in accordance with the rules for this tax.

In accordance with Section 59.s) of the CIT Regulations, there is no obligation to withhold on income payable to Spanish CIT
taxpayers (which for the sake of clarity, include Spanish tax resident inve stment funds and Spanish tax resident pension funds) from
financial assets traded on organized markets in OECD countries. The Issuer will make an application for the exchange Series 4
preferred securities to be traded on the New York Stock Exchange prior to the First Distribution Date after the exchange offer and,
upon admission to trading on the New York Stock Exchange, the exchange Series 4 preferred securities will fulfill the re quire ments
set forth in the le gislation for exemption from withholding.

The Directorate General for Taxation (Direccion General de Tributos—<“DGT™), on 27th July 2004, issued a ruling indicating
that in the case ofissues made by entities resident in Spain, as in the case of the Issuer, application of the exemption requires that
the exchange Series 4 preferred securities be placed outside Spain in another OECD country. The Issuer considers that the issue
of the exchange Series 4 preferred securities will fall within this e xemption as the exchange Series 4 preferred securities are to be
sold outside Spain and in the international capital markets and none of the entities initially placing the exchange Series 4 preferred
securities is resident in Spain. Consequently, the Issuer will not withhold on distributions to Spanish CIT taxpayers that provide
rele vant information to qualify as such. If the Spanish tax authorities maintain a different opinion on this matter, however, the Issuer
will be bound by that opinion and, with immediate e ffect, will make the appropriate withholding and the Issuer and the Guarantor
will not, as a result, pay additional amounts.
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In order to imple ment the exemption from withholding, the procedures laid down in the Order of 22nd December 1999 will be
followed. No reduction percentage will be applied. See “—Evidencing of Bene ficial Owner Residency in Connection with
Distributions and Income Obtained from the Exchange ofrestricted Series 4 preferred securities for exchange Series 4 preferred
securities”.

Net Wealth Tax (Impuesto sobre el Patrimonio)
Spanish legal entities are not subject to the Spanish Net Wealth Tax.
Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones)

Legal entities resident in Spain for tax purposes which acquire ownership or other rights over the exchange Series 4 preferred
securities by inheritance, gift or legacy are notsubject to the Spanish Inheritance and Gift Tax but must include the market value of
the exchange Series 4 preferred securities in their taxable income for Spanish CIT purposes.

Individuals and Legal Entities with no Tax Residency in Spain

Non-Resident Income Tax (Imp sobre la Renta de no Residentes)
(a) Non-Spanishresident investors acting through a permanent establishment in Spain

If the exchange Series 4 preferred securities form partofthe assets of a permanent establishment in Spain of a person or legal
entity who is notresident in Spain for tax purposes, the tax rules applicable to income deriving from such exchange Series 4
preferred securities are, generally, the same as those previously setout for Spanish CIT taxpayers. See “—Le gal Entities with
Tax Residency in Spain—Corporate Income Tax (Impuesto sobre Sociedades).” Ownership of the exchange Series 4 preferred
securities by investors who are notresident for tax purposes in Spain will notin itseIf create the existence of a permanent
establishment in Spain.

(b) Non-Spanish resident investors notacting through a permanent establishment in Spain

Both distributions periodically received and income derived from the transfer, redemption or repayment of the exchange
Series 4 preferred securities (including income deriving from the exchange of the exchange Series 4 preferred securities in
relation to an exchange offer), obtained by individuals or entities who are notresident in Spain for tax purposes and who do not
act, with respect to the exchange Series 4 preferred securities, through a permanent establishment in Spain, are exempt from
NRIT.

This exemption is notapplicable if such income is obtained through countries or territories classified as tax havens, as listed
below (being those included in Royal Decree 1080/1991, of 5th July, as amended), in which case such income will be subject to
NRIT in Spain at the rate of 18% which the Issuer will withhold.

Inorder to be eligible for the exemption from NRIT, it is necessary to comply with certain information obligations relating to
the identity and residence of the beneficial owners entitled to receive distributions on the exchange Series 4 preferred securities,
in the manner detailed under “—Evidencing of Bene ficial Owner Residency in Conne ction with Distributions and income obtained
from the Exchange of restricted Series 4 preferred securities for exchange Series 4 preferred securities as laid down in section 12
of Royal Decree 2281/1998, as promulgated by Royal Decree 1778/2004 (which will be replaced by section 44 of Royal Decree
1065/2007 as of January 1, 2008). If these information obligations are not complied with in the manner indicated, the Issuer will
withhold 18% and the Issuer will not pay additional amounts.

Regarding imputed income derived from the exchange of the exchange Series 4 preferred securities under an exchange
offer, the Issuer, if applicable in accordance with the preceding paragraphs, will be required to withhold tax (currently at the rate of
18%) on the difference between the then-current market value of the securities received and the issuance price of the restricted
Series 4 preferred securities delivered by such beneficial owners in exchange. In order to withhold such amount, the Issuer will
deduct the amount from any net distribution payment made to bene ficial owners of the exchange Series 4 preferred securities in the
exchange offer on or immediately following the settlement date of such an exchange offer (in addition to the withholding tax
corresponding to such distribution
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payment) or in the event that the amount of the withholding tax to be collected pursuant to an exchange operation exceeds the
amount of such net distribution payment, the procedure described insection E of Article Ilof Annex A to this prospectus will be
followed. According to this procedure, the Issuer will arrange for the sale in the secondary marketofan appropriate quantity of
securities received upon an exchange of the exchange Series 4 preferred securities under an exchange offer (the “Exchange
Preferred Securities™) as may be necessary to provide cash in sufficient amounts to meet the rele vant bene ficial owner’s
withholding tax liability with respect to the exchange of Preferred Securities to Exchange Preferred Securities. Beneficial owners
(and DT C participants acting on their behalf) are advised that any transfer or sale of the Exchange Preferred Securities pursuant to
the above mentioned procedure may give rise to a taxable income equal to the positive difference between the transfer value of
the Exchange Preferred Securities and their acquisition value. Such income will not be subject to withholding tax in Spain unless the
relevant transfer or sale is channeled through a Spanish financial entity acting on behalf of the transferor. The above
notwithstanding, the non-Spanish resident beneficial owner will have to pay the relevant tax quota, if any, on the income deriving
from the transfer or sale of the Exchange Preferred Securities unless the exemption described in the preceding paragraphs
applies.

The Issuer believes that the filing with the SEC of a shelf re gistration statement in order to allow public sales of the exchange
Series 4 preferred securities in the United States and to U.S. persons will not entail the existence of a taxable event (i.e., exchange)
under Spanish tax law, either at the time of filing the shelf re gistration statement or at the time of any resale of the exchange Series
4 preferred securities. Nevertheless, the resale of the exchange Series 4 preferred securities under a shelf re gistration state ment
will be treated for Spanish tax purposes as any other transfer of such se curities, with the tax consequences described in the
preceding paragraphs.

Payments of liquidated damages as provided under “Exchange Offer And Re gistration Rights” of this prospectus may be
characterized as an inde mnity under Spanish law and there fore should be made free of withholding or deduction on account of
Spanish taxes. This notwithstanding, non-Spanish resident bene ficial owners that receive payments of liquidated damages will
have to pay the corresponding tax on the gross amount of income obtained unless an exemption from Spanish tax or a reduced tax
rate is provided by the Spanish law or by an applicable convention for the avoidance of double taxation entered into by Spain and
such beneficial owner’s country of residence. The Issuer believes thatunder the convention for the avoidance of double taxation
entered into between the United States and Spain, income inrespect of liquidated damages payments obtained by bene ficial
owners thatare residentin the U.S. for the purposes of such convention and entitled to its benefits may be treated as “Other
Income™ and there fore may only be subject to tax in the U.S.

Beneficial owners not resident in Spain for tax purposes and entitled to exemption from NRIT who do not timely provide
evidence of their tax residency in accordance with the procedure described in detail below, may obtain a re fund of the amount
withheld from the Issuer by following a quick re fund procedure or, otherwise, directly from the Spanish tax authorities by following
the standard refund procedure described below under “—Evidencing of Beneficial Owner Residency in Connection with
Distributions and Income Obtained from the Exchange ofrestricted Series 4 preferred securities for exchange Series 4 preferred
securities.” Beneficial owners who have been subject to Spanish withholding tax on income derived from (i) the repayment of
principal at the Maturity Date or any earlier date of redemption of exchange Series 4 preferred securities issued with OID or (ii) the
exchange of the exchange Series 4 preferred securities in relation to an exchange offer may obtain a re fund of the amount withhe Id
directly from the Spanish tax authorities. Beneficial owners are advised to consult their own tax advisers regarding their eligibility to
claim a refund from the Spanish tax authorities and the procedures to be followed in such circumstances.

Net Wealth Tax (Impuesto sobre el Patrimonio)

To the extent that income derived from exchange Series 4 preferred securities is exempt from NRIT, individual be ne ficial
owners notresident in Spain for tax purposes who own interests in such exchange Series 4 preferred securities on the last day of
any year will be exempt from Net Wealth Tax. Furthermore, individual bene ficial owners resident in a country with which Spain has
entered into a double tax treaty in relation to Wealth Tax that provides for taxation in such bene ficial owner’s country of residence
will notbe subjectto such tax.

If the provisions of the foregoing two sentences do notapply, individuals not resident in Spain for tax purposes who own
interests in exchange Series 4 preferred securities on the last day of any year will be subject to the Spanish
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Net Wealth Tax at marginal rates currently varying between 0.2% and 2.5% of the quoted average value of the exchange Series 4
preferred securities during the last quarter of the year during which such exchange Series 4 preferred securities were held.

Non- Spanish resident le gal entities are notsubjectto the Spanish Net Wealth Tax.

Inheritance and Gift Tax (Ir sobre St i y D i )

Individuals notresident in Spain for tax purposes who acquire ownership or other rights over exchange Series 4 preferred
securities by inheritance, gift or legacy, will be subject to the Spanish Inheritance and Gift Tax in accordance with the applicable
Spanish regional and state rules, unless they reside in a country for tax purposes with which Spain has entered into a double tax
treaty in relation to Inheritance Tax. Insuch case, the provisions of the relevant double tax treaty will apply.

Non-resident le gal entities which acquire ownership or other rights over the exchange Series 4 preferred securities by
inheritance, gift or legacy are not subject to the Spanish Inheritance and Gift Tax. Such acquisitions will be subjectto NRIT (as
described above), without prejudice to the provisions of any applicable double tax treaty entered into by Spain. In general, double
tax treaties provide for the taxation of this type of income in the country of residence of the bene ficiary.

Tax Rules for exchange Series 4 preferred securities not Listed on an Organized Market in an OECD Country

Withholding on Account of IIT, CIT and NRIT

If the exchange Series 4 preferred securities are notlisted on an organized marketin an OECD country on any Distribution
Record Date, distributions to beneficial owners in respect of the exchange Series 4 preferred securities will be subject to
withholding tax at the current rate of 18%, exceptif an exemption from Spanish tax or a reduced withholding tax rate is provided by
the Spanish law or by an applicable convention for the avoidance of double taxation entered into between Spain and the country of
residence of the relevant beneficial owner . Individuals and entities that may bene fit from such e xemptions or reduced tax rates
would have to follow either the “—Quick Re fund Procedures” or the “—Standard Re fund Procedure” described below under “—
Evidencing of Bene ficial Owner Residency in Connection with Distributions and Income Obtained from the Exchange of restricted
Series 4 preferred securities for exchange Series 4 preferred securities™ in order to obtain a re fund of the amounts withheld.

Net Wealth Tax (Impuesto sobre el Patrimonio)

If the exchange Series 4 preferred securities are not listed on an organized market in an OECD country on the last day of any
year, individuals (whether or notresident in Spain for tax purposes) holding exchange Series 4 preferred securities on the last day
ofany such year willbe subject to the Spanish Net Wealth Tax for such year, unless in the case of individual investors not resident
in Spain for tax purposes a double tax treaty applies, at marginal rates currently varying between 0.2% and 2.5% of the face value
of the exchange Series 4 preferred securities held, with an exempt amount (for individuals resident in Spain for tax purposes)
established by the competent autonomous community (comunidad auténoma), or €108,182.18 if no exempt amount is established.

Tax Rules for Payments Made by the Guarantor

Payments made by the Guarantor to securityholders will be subject to the same tax rules previously set out for payments made
by the Issuer.
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Tax Havens

Pursuant to Royal Decree 1080/1991, of 5 July, as amended, the following are each considered to be a tax haven:

Aruba,

British Virgin Islands,

Cayman Islands,

Channel Islands (Jersey and Guernsey),
Falkland Islands,

Fiji Islands,

Gibraltar,

Grand Duchy of Luxembourg Area
(only as regards the income received
by the Companies referred to in
paragraph 1 of the Protocol annexed
to the Avoidance of Double
Taxation Treaty, dated 3rd June
1986 entered into by Spain and
Luxembourg),

Grenada,

Hashemite Kingdom of Jordan,
Hong-Kong,

Islands of Antigua and Barbuda,

Isle of Man,

Jamaica,

Kingdom of Bahrain,
Macao,

Marianas Islands,
Mauritius,

Montserrat,
Netherlands Antilles,
Principality of Andorra,
Principality of Liechtenstein,
Principality of Monaco,
Republic of Cyprus,
Republic of Lebanon,
Republic of Liberia,

Republic of Nauru,
Republic of Panama,

Evidencing of Beneficial Owner Resid

Republic of Trinidad and Tobago,
Republic of Vanuatu,

Saint Lucia,

Saint Vincent & the Grenadines
Solomon Islands,

Sultanate of Brunei,

Sultanate of Oman,

The Bahamas,

The Bermuda Islands,

The Cook Islands,

The Island of Anguilla,

The Island of Barbados,

The Republic of Dominica,

Turks and Caicos Islands, and
Virgin Islands (of the United

Republic of San Marino, States).

Republic of Seychelles,

Republic of Singapore,

in Ce ion with Distributions and Income Obtained from the Exchange of restricted

Series 4 preferred securities for exchange Series 4 preferred securities

As described under “Taxation—Spanish Tax Considerations—Individual and Le gal Entities with no Tax Residency in Spain”,
interestand other financial income (such as imputed income derived from the exchange ofrestricted Series 4 preferred securities
for exchange Series 4 preferred securities) paid with respect to the exchange Series 4 preferred securities for the benefit of non-
Spanish resident investors not acting, with respectto the exchange Series 4 preferred securities, through a permanent
establishment in Spain will not be subject to Spanish withholding tax unless such non-resident investor is resident in, or obtains
income through, a “tax haven” territory (as defined in Royal Decree 1080/1991, of 5 July, as amended) or fails to comply with the

rele vant tax information procedures.

The information obligations to be complied with in order to apply the exemption are those laid down in Section 12 of the
Spanish Royal Decree 2281/1998 (“Section 127), as amended by Royal Decree 1778/2004 (which will be replaced by Section 44
of Royal Decree 1065/2007 as of January 1, 2008), being the following:

In accordance with sub-section 1 of Section 12, an annual re turn must be filed with the Spanish tax authorities, by the Guarantor,
specifying the following information with respect to the exchange Series 4 preferred securities:

(A) the identity and country of residence of the recipient of the income on the exchange Series 4 preferred securities (when
the income is received on behalf of a third party (i.e., a beneficial owner), the identity and country of residence of that third party);

(B) the amount of income received; and

(C) details identifying the exchange Series 4 preferred securities.

In accordance with sub-section 3 of Section 12, for the purpose of preparing the annual return re ferred to in sub-section 1 of
Section 12, certain documentation re garding the identity and country of residence of the bene ficial
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owners obtaining income on the exchange Series 4 preferred securities mustbe submitted to the Issuer and the Guarantor in
advance of each Distribution Record Date, as specified in more detail in Annexes A and B to this prospectus.

In addition to the above, as described under “Taxation—Spanish Tax Considerations—Le gal Entities with Tax Residency in
Spain—Corporate Income Tax (/mpuesto sobre Sociedades)”, Spanish CIT taxpayers will notbe subject to withholding tax on income
derived from the exchange Series 4 preferred securities, provided that such CIT taxpayers provide rele vant information to qualify
as such in advance of each Distribution Record Date.

In light of the above, the Issuer, the Guarantor, the Paying Agent, DTC and Acupay have arranged certain procedures to
facilitate the collection and verification of information concerning the identity and country of residence of beneficial owners (either
non-Spanish resident or CIT taxpayers) holding through a Qualified Institution (as defined below) through and including each
rele vant Distribution Record Date. The delivery of such information, while the exchange Series 4 preferred securities are in global
form, will be made through the relevant direct or indirect participants in DTC. The Issuer will withhold at the then-applicable rate
(currently 18%) from any distribution payment or imputed income derived from the exchange of restricted Series 4 preferred
securities for exchange Series 4 preferred securities as to which the required information has notbeen provided or the required
procedures have notbeen followed.

The procedures set forth under “—Tax Relie fat Source Procedure™ (see Article Iand lof Annex A to this prospectus) are
intended to identify beneficial owners who are (i) corporations resident in Spain for tax purposes, or (ii) individuals or le gal entitie s
notresident in Spain for tax purposes, that do notact with respect to the exchange Series 4 preferred securities through a
permanent establishment in Spain and that are notresident in, and do not obtain income deriving from the exchange Series 4
preferred securities through, a country or territory defined as a tax haven jurisdiction by Royal Decree 1080/1991, of 5 July, as
amended.

These procedures are designed to facilitate the collection of certain information concerning the identity and country of
residence of the beneficial owners mentioned in the preceding paragraph (who therefore are entitled to receive income inrespect
of the exchange Series 4 preferred securities free and clear of Spanish withholding taxes) who are participants in DT C or hold
their interests through participants in DTC, provided in each case, that the relevant DT C participant is a central bank, other public
institution, inte rnational organization, bank, credit institution or financial entity, including collective investment institutions, pension
fund or insurance entity, resident either in an OECD country (including the United States) or in a country with which Spain has
entered into a double taxation treaty subjectto a specific administrative registration or supervision scheme (each, a ““Qualified
Institution’”).

Beneficial owners who are entitled to receive income inrespect of the exchange Series 4 preferred securities free of any
Spanish withholding taxes but who do not hold their exchange Series 4 preferred securities through a Qualified Institution will have
Spanish withholding tax withheld from distribution payments and other financial income paid with respectto their exchange Series 4
preferred securities at the then-applicable rate (currently 18%). Beneficial owners who do not hold their exchange Series 4
preferred securities through a Qualified Institution can follow the “—Quick Re fund Procedure™ set forth in Article I of Annex A or
the “—Direct Re fund from Spanish Tax Authorities Procedure” set forth in Article I of Annex B, in order to have such withhe ld
amounts refunded.

A detailed description of these procedures is set forth in Annex A and Annex B to this prospectus.

Beneficial owners, their custodians or DT C participants with questions about these Spanish tax information reporting and
withholding procedures, including the submission of tax certification information and a certificate of tax residence issued by the
rele vant tax authority of the bene ficial owner’s country of residence, may contact Acupay at one of the following locations. Please
mention the CUSIP or ISIN for the relevant Series 4 preferred securities when contacting Acupay (CUSIP No. 80281R706 or
80281RY09 and ISIN No. US80281R7061 or US80281R4092). There is no cost for this assistance.

Via email: info@acupaysystem.com
By post, telephone or fax:
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INLONDON: INNEW YORK:

Acupay System LLC Acupay System LLC
Attention: Nina Santa-Maria Attention: Sabrina Cruz
First Floor 30 Broad Street—46th Floor
28 Throgmorton Street New York, N.Y. 10004
London EC2N 2AN USA

United Kingdom Tel 1-212-422-1222

Tel. 44-(0)-207-382-0340 Fax. 1-212-422-0790

Fax. 44-(0)-207-256-7571

EU Savings Directive

Under the European Union Council Directive 2003/48/EU on the taxation of savings income, Member States are required to
provide to the tax authorities of another Member State details of payments of interest (or similar income ) paid by a person within its
jurisdiction to an individual resident in that other Member State. However, for a transitional period, Belgium, Luxe mbourg and
Austria are instead required (unless during that period they elect otherwise) to operate a withholding system in relation to such
payments (the ending of such transitional period being dependentupon the conclusion of certain other agreements re lating to
information exchange with certain other countries). A number of non-European Union countries and territories, including
Switzerland, have agreed to adopt similar measures (a withholding system in the case of Switzerland).

Material U.S. Federal Income Tax Considerations

The following is a discussion of material U.S. federal income tax consequences of exchanging restricted Series 4 preferred
securities for exchange Series 4 preferred securities and the ownership of exchange Series 4 preferred securities to the U.S.
Holders described below, butitdoes notpurportto be a comprehensive description of all the tax considerations that may be
relevant to a particular person’s decision to exchange such securities. This discussion does notaddress U.S. state, local and non-
U.S. tax consequences. The discussion applies only to U.S. Holders who hold exchange Series 4 preferred securities as capital
assets for U.S. federal income tax purposes and it does notaddress special classes of holders, such as:

e regulated investment companies;

e realestate investment trusts;

e certain financial institutions ;

e dealers and certain traders in securities or foreign currencies;

e insurance companies;

e persons holding exchange Series 4 preferred securities as partofa hedge, straddle, conversion or other inte grated
transaction;

e persons whose functional currency for U.S. federal income tax purposes is not the U.S. dollar;

e partnerships or other entities classified as partnerships for U.S. federal income tax purposes;

e persons liable for the alternative minimum tax;

e tax-exemptorganizations; or

e persons thatown orare deemed to own 25% or more of the Issuer’s capital.

This discussion is based on the Code, administrative pronouncements, judicial decisions and final, temporary and proposed
Treasury regulations, all as of the date hereof. These laws are subjectto change, possibly on a retroactive basis. Prospective
investors should consult their own tax advisors concerning the U.S. federal, state,
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local and non-U.S. tax consequences of purchasing, owning and disposing of exchange Series 4 preferred securities in their
particular circumstances.

As used herein, a ““U.S. Holder” is a beneficial owner of preferred securities thatis, for U.S. federal income tax purposes: (i)
acitizen orresident of the United States; (i) a corporation, or other entity taxable as a corporation, created or organized in or
under the laws of the United States or any political subdivision thereof; or (jii) an estate or trust the income of which is subject to
U.S. federal income taxation re gardless of its source.

Taxation of Exchange Offer

The exchange of restricted Series 4 preferred securities for exchange Series 4 preferred securities will not constitute a
taxable exchange for U.S. federal income tax purposes. Forsuch purposes, a U.S. Holder will have the same tax basis and holding
period in the exchange Series 4 preferred securities as it did in the restricted Series 4 preferred securities at the time of exchange.

Taxation of Distributions

Subject to the discussion under “Passive Foreign Investment Company Rules™ below, distributions received by a U.S. Holder
onexchange Series 4 preferred securities will constitute dividend income to the extent paid out of the Issuer’s current or
accumulated earnings and profits (as determined for U.S. federal income tax purposes). Corporate U.S. Holders will notbe entitled
to claim the dividends-received deduction with respect to dividends paid by the Issuer. Subjectto applicable limitations, prior to
the exchange offer and listing of the exchange Series 4 preferred securities on the New York Stock Exchange, favorable rates of
tax, up to a maximum of 15%, will apply to dividends paid on the exchange Series 4 preferred securities received by certain non-
corporate U.S. Holders only if more than 50% of each class of the Issuer’s stock, including the restricted preferred stock, is
directly or indirectly owned by certain residents of Spain and the United States that are eligible for the benefits of the U.S./Spain
income tax treaty, and citizens of the United States. Subjectto applicable limitations, dividends paid on the exchange Series 4
preferred securities thatare listed on the New York Stock Exchange received by certain non-corporate U.S. Holders in taxable
years beginning before January 1, 2011 will be taxable at the favorable rates. Non-corporate U.S. Holders should consult their own
tax advisors to determine whether they are subject to any special rules that limit the ir ability to be taxed at these favorable
rates. Legislation has been introduced that could deny favorable rates of tax to dividends paid with respect to instruments such as
the exchange Series 4 preferred securities. This legislation would be effective for dividends received after its enactment.

Distributions with respect to the exchange Series 4 preferred securities will generally constitute foreign-source income, which
may be relevant to a U.S. Holder in calculating the holder’s foreign tax credit limitation. The limitation on foreign taxes eligible for
creditis calculated separately with respect to specific classes of income.

Sale and Other Disposition of the Shares

Subject to the discussion under “Passive Foreign Investment Company Rules” below, a U.S. Holder will generally recognize
capital gain or loss on the sale or other disposition of exchange Series 4 preferred securities, which will be long-term capital gain
or loss if the holder has held such exchange Series 4 preferred securities for more than one year. The amount of the U.S. Holder’s
gain or loss will be equal to the difference between the amountrealized on the sale or other disposition and such holder’s tax
basis in such exchange Series 4 preferred securities, and will generally be U.S. source income for purposes of computing the
holder’s foreign tax credit limitation.

Passive Foreign Investment Company Rules

Based upon certain look-through rules applicable to related parties and proposed Treasury re gulations which are not yetin
effectbutare proposed to become effective for taxable years beginning after December 31, 1994 (the “‘Proposed Regulations ),
the Issuer believes that it was nota passive foreign investment company (a “‘PFIC™’) for U.S. federal income tax purposes for its
mostrecent taxable year and does notexpectto be considered a PFIC in the foreseeable future. However, since there can be no
assurance that the Proposed Regulations will be finalized in their current form and since PFIC status depends upon the composition
ofa company’s income and assets and the market
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value of its assets from time to time, there can be no assurance that the Issuer will notbe considered a PFIC for any taxable year. If
the Issuer were a PFIC for any year in which a U.S. Holder held exchange Series 4 preferred securities, certain adverse U.S.
federal income tax consequences could apply to the U.S. Holder, which may be mitigated if the holder makes certain U.S. federal
income tax elections. The Issuer and the Guarantor will use reasonable e fforts to operate the Issuer in such a manner that the Issuer
does notbecome a PFIC. If the Issuer concludes thatitis a PFIC for any taxable year, it will promptly inform U.S. Holders of such
conclusion and provide such information as is reasonably required in order to enable the holders to satisfy relevant U.S. federal
income tax reporting re quirements arising as a result of the Issuer’s PFIC status and to make available certain U.S. federal income
tax elections.

Ifa U.S. Holder owns exchange Series 4 preferred securities during any year in which the Issuer is a PFIC, the holder must file
an IRS Form 8621. In addition, if the Issuer were a PFIC for a taxable year in which it pays a dividend or for the prior taxable year,
the favorable dividend rates discussed above with respectto dividends paid to certain non-corporate U.S. Holders would not
apply.

Information Reporting and Backup Withholding

Payments of dividends and sales proceeds thatare made within the United States or through certain U.S.-related financial
interme diaries may be subject to information reporting and to backup withholding unless the U.S. Holder is a corporation or other
exemptrecipient or, in the case of backup withholding, the holder provides a correct taxpayer identification number and certifies
that no loss of exemption from backup withholding has occurred. The amount of any backup withholding from a paymentto a U.S.
Holder will be allowed as a creditagainst the holder’s U.S. federal income tax liability and may entitle the holder to a re fund,
provided that the required information is furnished to the Internal Revenue Service.
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PLAN OF DIST RIBUT ION

Each broker-dealer thatreceives exchange Series 4 preferred securities for its own account in the exchange offer must
acknowledge that it will deliver a prospectus in connection with any resale of exchange Series 4 preferred securities. This
prospectus, as it may be amended or supplemented from time to time, may be used by a broker-dealer in connection with resales
of exchange Series 4 preferred securities received in exchange for restricted Series 4 preferred securities where exchange
Series 4 preferred securities were acquired as a result of marke t-making activities or other trading activities. We have agreed that,
fora period of 90 days after the Exchange Offer Expiry Date, we will make this prospectus, as amended or supplemented,
available to any broker-dealer for use in connection with any resale of exchange Series 4 preferred securities received by it in
exchange forrestricted Series 4 preferred securities.

The Issuer will notreceive any proceeds fromany sale of exchange Series 4 preferred securities by broker-dealers.

Exchange Series 4 preferred securities received by broker-dealers for their own account in the exchange offer may be sold
from time to time in one or more transactions, including:

e inthe over-the-counter market;

e innegotiated transactions;

e through the writing of options on the exchange Series 4 preferred securities or

e acombination of those methods ofresale;

atmarket prices prevailing at the time ofresale, at prices related to prevailing market prices or negotiated prices.
Any resale may be made:

e directly to purchasers or

e to orthrough brokers or dealers who may receive compensation in the form of commissions or concessions from any
broker-dealer or the purchasers of any exchange Series 4 preferred securities.

Any broker-dealer thatresells exchange Series 4 preferred securities that were received by it for its own account in the
exchange offer and any broker or dealer that participates in a distribution of those exchange Series 4 preferred securities may be
considered to be an “underwriter” within the meaning of the Securities Act. Any profiton any resale of those exchange Series 4
preferred securities and any commission or concessions received by any of those persons may be considered to be underwriting
compensation under the Securities Act. By acknowledging that it will deliver a prospectus and by delivering a prospectus, the
broker-dealer will notbe deemed to admit that it is an “underwriter” within the meaning of the Securities Act.

Fora period of 90 days after the Exchange Offer Expiry Date, we will through the Tax Certification and Exchange Agent
promptly send additional copies of this prospectus and any amendment or supplement to this prospectus to any broker-dealer that
requests those documents. Requests should be submitted to the Tax Certification and Exchange Agent. We have agreed to pay all
expenses incident to the exchange offer, other than commissions or concessions of any brokers or dealers and will inde mnify the
holders ofthe restricted Series 4 preferred securities, and any broker-dealers thathold exchange Series 4 preferred securities,
against some liabilities, including liabilities under the Securities Act.
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VALIDITY OF THE EXCHANGE SERIES 4 PREFERRED SEC URIT IES

The validity of the exchange Series 4 preferred securities offered and exchanged in this offering, together with the
guarantees, willbe passed upon by Natalia Butraguefio, Spanish counsel for the Guarantor, and Davis Polk & Wardwell, U.S.
counsel for the Guarantor. As to all matters of Spanish law, Davis Polk & Wardwell will rely upon Natalia Butraguefio. As to all
matters of U.S. law, Natalia Butraguefio will rely upon Davis Polk & Wardwell.
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EXPERT S

The consolidated financial statements and management report on the effectiveness of internal control over financial re porting
incorporated in this prospectus from the Annual Report of Banco Santander, S.A. (formerly named Banco Santander Central
Hispano, S.A) on Form 20-F for the year ended December 31, 2006 have been audited by Deloitte S.L., an independent
registered public accounting firm, as stated in their reports which are incorporated herein (which reports (1) express an unqualified
opinion on the consolidated financial statements of the Bank and include an explanatory paragraph stating that the EU-IFRS re quired
to be applied under Bank of Spain's Circular 4/2004 vary in certain significant respects from U.S. GAAP, that the information
relating to the nature and effect of such differences is presented in Notes 58 and 59 to the consolidated financial statements of the
Bank, (2) express an unqualified opinion on management's assessment regarding the effectiveness of internal control over
financial reporting, and (3) express an unqualified opinion on the effectiveness of internal control over financial re porting), and
have been so incorporated in reliance upon the reports of such firm given upon their authority as experts in accounting and auditing.
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Please referto tem 8 of our 2006 Form 20-F and to Item 7 in our June 30, 2007 Form 6-K.




ANNEX A

Procedures for Spanish Withholding T ax Documentation For Preferred Securities
Held Through an Account at T he Depository Trust Company

Capitalized terms used but not otherwise defined in this Annex A shall have the meaning ascribed to them elsewhere in this prospectus.
Article T

Tax Reliefat Source Procedure (procedure that complies with Spanish Law 13/1985
(as amended by Law 19/2003 and Law 23/2005) and Royal Decree 2281/1998,
as amended by Royal Decree 1778/2004 (which will be replaced by
Royal Decree 1065/2007 as of January 1, 2008) for Cash Distributions
on Preferred Securities and Exchange
Series 4 preferred securities

A. DT C participant Submission and Maintenance of Beneficial Owner Information

1. Atleastseventeen butno more than twenty New York Business Days prior to each record date (each, a
“Distribution Record Date™) preceding a cash distribution payment date on the Preferred Securities (each, a “Distribution Payment
Date”), the Issuer shall instruct Acupay System LLC, the tax certification agent (“Acupay”) to, and Acupay shall, (i) provide The
Depository Trust Company (“DTC™) an issuer notice that will form the basis fora DTC “Important Notice” (the “Notice ™) re garding
the relevant cash distribution and tax relie f e ntitle me nt information for the Preferred Securities, (ii) request DTC to postsuch
notices on its website as a means of notifying direct participants of DTC (*DTC participants™) of the re quirements described in
this Annex A and Annex B, (iii) transmit the rele vant contents of such notices to the London Stock Exchange and, if required, any
applicable self-re gulatory organization in the United States, (iv) distribute the relevant contents of such notices via one or more
recognized financial information services and (v) provide a copy of such notices to the Paying Agent. A “New York Business
Day” means any day other than a Saturday or Sunday or a day on which banking institutions or trust companies in The City of New
York are required or authorized by law, regulation or executive order to close.

2. Beginning at 8:00 a.m. New York City time on the tenth New York Business Day prior to each Distribution Record
Date and continuing until 8:00 p.m. New York City time on the fourth New York Business Day prior to each Distribution Record Date
(the “Standard Deadline”), each DT C participant must, to the extent it has not previously done so, enter directly into the
designated system established and maintained by Acupay (the “Acupay System”) the bene ficial owner identity and residence
information required by Spanish tax law (as set forth in Article Iof Annex B) in respect of the portion of such DT C participant’s
position in the Preferred Securities that at such time is exempt from Spanish withholding tax (the “Bene ficial Owner Information™)
and mustupdate such Beneficial Owner Information as described in paragraph A.3 of this Article Tof Annex A below.

3. Each DTC participant must ensure the accuracy of the previously-submitted Bene ficial Owner Information,
irrespective of any changes in, or in bene ficial ownership of, such DT C participant’s position in the Preferred Securities as of 8:00
p.m. New York City time on each Distribution Record Date. The Acupay System will remain available for making such adjustments
until 8:00 p.m. New York City time on the third New York Business Day after such Distribution Record Date. All changes in
beneficial ownership mustbe reflected, including those changes (via Acupay), which do notimpact the DT C participant’s overall
position at DTC or the portion of that position at DT C as to which no Spanish withholding tax is required.

4. Beginning at9:00 a.m. on the first New York Business Day after the related Distribution Record Date and
continuing until 8:00 p.m. on the third New York Business Day imme diately following each Distribution Record Date (the “EDS Cut-
off”), each DT C participant that has submitted Bene ficial Owner Information in accordance with paragraphs A.2 and A.3 of this
Article Tof Annex A must make an election via the DTC Elective Dividend Service (“EDS™) certifying that such portion of Pre ferred
Securities for which it submitted such Bene ficial Owner Information is e xe mpt from Spanish withholding tax (the “EDS Election™).
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5. Beginning at 7:45 a.m. New York City time on the fourth New York Business Day following the Distribution Record
Date (the “Final Verification Date™), Acupay will perform the final review of each DT C participant’s Bene ficial Owner Information,
EDS Elections and changes in DTC position between the Standard Deadline and the Distribution Record Date through the Acupay
Verification Procedures (as defined below). Based on these Acupay Verification Procedures, Acupay will (i) seek to notify any
affected DT C participant until 9:45 a.m. New York City time on the Final Verification Date of any inconsistencies among these data,
orerroneous or incomplete information provided by such DT C participant and (ii) use its best efforts to obtain revised Bene ficial
Owner Information and/or EDS Elections from any such DT C participant as necessary to correct any inconsistencies, erroneous or
incomplete information. For this purpose, Acupay will acceptrevisions to Beneficial Owner Information until 9:45 a.m. New York
City time and DTC will acceptrequests for changes to EDS elections at the request of DT C participants until 9:45 a.m. New York
City time on the Final Verification Date. The failure to correctany such inconsistencies (including the failure to fax or send PDF
copies of new oramended Tax Certificates (as defined below)) by 9:45 a.m. New York City time on the Final Verification Date (or
if Acupay, despite its bestefforts to do so, does not confirm receipt of such correction by 9:45 a.m. New York City time on the
Final Verification Date ) will result in the payments inrespectof the entirety of such DT C participant’s position being made netof
Spanish withholding tax. The EDS Elections received by DTC as of 9:45 a.m. New York City time on the Final Verification Date
shall determine the eligibility of each DT C participant for the Quick Re fund Procedures setout in Article III, Section A.1.

DTC will transmit the final “Report to Paying Agent” to Acupay by 10:30 a.m. New York City time on the Final Verification Date
setting forth each DTC participant’s position in the Preferred Securities as of 8:00 p.m. New York City time on the Distribution
Record Date and the portion of each such DT C participant’s position in the Preferred Securities on which cash distributions should
be made netof Spanish withholding tax and the portion that should be made without Spanish withholding tax being assessed, as
applicable, based on the status of the EDS Elections for each DTC participantas of 9:45 a.m. New York City time on the Final
Verification Date..

Acupay shall immediately, butno later than 11:00 a.m. New York City time on the Final Verification Date, release (through a
secure data upload/download facility) PDF copies of the final Report to Paying Agent to the Paying Agentand the Issuer, along
with PDF copies of the related signed Tax Certificates (as defined below) to the Issuer. Neither DT C nor Acupay will permit
any amendments or changes to Beneficial Owner Information or EDS Elections (or any Tax Certificates related
thereto) as reflected in the final Report to Paying Agent. All such information shall remain unchanged after such time.

B. Tax Certificate Production and Execution

After entry of new or amended Bene ficial Owner Information into the Acupay System by a DT C participant at any time on or
before the relevant Distribution Record Date or, under certain circumstances, be fore 9:45 a.m. of the Final Verification Date, the
Acupay System will produce completed forms of Exhibit I, Exhibit Il or Exhibit Illto Annex B (as required by Spanish law) (the
“Distribution Tax Certificates™), which shall summarize the Beneficial Owner Information introduced and maintained by such DTC
participant into the Acupay System. When any Distribution Payment Date is also the redemption date for the Preferred Securities,
and if the Preferred Securities were initially issued below par with an original issue discount (“OID™), a separate setof Tax
Certificates (the “OID Tax Certificates,” and together with the Distribution Tax Certificates, the “Tax Certificates™) will be
generated by the Acupay System reporting income resulting from the payment of OID atredemption. Such DTC participant will
then be required to (i) print out, (ii) re view, (iii) sign and (iv) fax or send by email a PDF copy of the duly signed Tax Certificates
directly to Acupay. The original of each Tax Certificate mustbe sentto Acupay for receiptno later than the 15th calendar day of the
month immediately following the Distribution Payment Date. All Tax Certificates will be dated as of the rele vant Distribution
Record Date and must refer to bene ficial ownership positions existent at 8:00 p.m. New York City time on the Distribution Record
Date.

NOTE: ADTC participant that obtains favorable tax treatment through the reliefatsource procedure and fails to
submit to Acupay the o al physical Tax Certificates as described above may be prohibited by the Issuer from using
this procedure to obtain favorable tax treatment for future payments. In such event, the DT C participant will receive
any future cash distribution on their entire position net of the applicable Spanish withholding tax (currently at the rate
of 18%) and relief will need to be obtained directly from the Spanish tax authorities by following the standard refund
procedure established by Spanish tax law.
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C. Additional Acupay and DT C Procedures

1. In addition to its other duties and obligations set forth herein, Acupay will be responsible for the following tasks
(collectively, the “Acupay Verification Proce dures™):

a. comparing the Beneficial Owner Information and Tax Certificates provided inrespect of each DTC participant’s
position with the EDS Elections provided by that DT C participant in order to determine whether any discrepancies exist
between such information, the corresponding EDS Elections and such DT C participant’s position in the Pre ferred
Securities at DTC;

b.  collecting and collating all original Tax Certificates received from DT C participants;

c. reviewing the Beneficial Owner Information and the Tax Certificates using appropriate methodology in order to
determine whether the requisite fields of Bene ficial Owner Information have been supplied and that such fields of
information are responsive to the requirements of the Tax Certificates in order to receive payments without Spanish
withholding tax being assessed; and

d.  liaising with the relevant DT C participants in order to request that such DT C participants revise any Tax
Certificates identified pursuant to the procedures set forth above as containing incomplete or inaccurate information.

2. By 9:30 a.m. New York City time on the New York Business Day following the Standard Deadline, DT C will
transmit to Acupay a report (the “Standard Deadline Cut-off Report”) confirming DT C participant positions as of Standard
Deadline. By 12:00 p.m. New York City time on the New York Business Day following the Standard Deadline, Acupay will trans mit
to DTC a provisional summary report of all Bene ficial Owner Information which has been submitted through the Acupay System as
of the Standard Deadline, provisionally confirmed, to the extent possible, against the information set forth in the Standard Deadline
Cut-off Report. The provisional summary report shall set forth (i) the position in the Preferred Securities held by each DTC
participant as of the Standard Deadline and (ii) the portion of each DT C participant’s position in the Preferred Securities in respect
of which Tax Certificates have been provided to support the payment of cash distribution without Spanish withholding tax being
assessed.

3. Acupay will forward original paper Tax Certificates itreceives for receipt by the Issuerno later than the 18th
calendar day of the month imme diately following each Distribution Payment Date. Acupay shall maintain records of all Tax
Certificates (and other information received through the Acupay System) for five years from each related Distribution Payment Date
to which such information applies, and shall, during such period, make copies of such records available to the Issuer atall
reasonable times uponrequest. Inthe event that the Issuer notifies Acupay in writing that it is the subject of a tax audit, Acupay
shall maintain such duplicate back-up copies until the rele vant statute of limitations applicable to any tax year subject to audit
expires.

D. Distribution Payments

1. On or prior to each Distribution Payment Date, the Issuer will transmit to the Paying Agent an amount of funds
sufficient to make cash distributions on the outstanding number of Preferred Securities without Spanish withholding tax being
assessed.

2. By 1:00 p.m. New York City time on each Distribution Payment Date, the Paying Agent will (i) pay the rele vant DTC
participants (through DTC) for the benefit of the rele vant bene ficial owners the cash distribution gross or net of Spanish
withholding tax, as set forth in the final Report to Paying Agentand (ii) promptly return the remainder to the Issuer. The transmission
of such amounts shall be contemporaneously confirmed by the Paying Agent to Acupay. The Issuer has authorized the Paying
Agentto rely on the final Reportto Paying Agentin order to make the specified payments on each Distribution Payment Date.
Notwithstanding anything herein to the contrary, the Issuer may direct the Paying Agent to make cash distributions on the Preferred
Securities, as the case may be, in a manner different from that set forth in the final Report to Paying Agent if the Issuer (i)
determines that there are any inconsistencies with or errors in the Tax Certificates provided or any information set forth therein is,
to the Issuer’s knowledge, inaccurate, and (ii) provides notice of such determination in writing to DTC, Acupay and the
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Paying Agent prior to 11:30 a.m. New York City time on the rele vant Distribution Payment Date along with a list of the affected DTC
participants showing the amounts to be paid to each such DTC participant.
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Article II

Tax Reliefat Source Procedure (procedure that complies with Spanish Law 13/1985
(as amended by Law 19/2003 and Law 23/2005) and Royal Decree 2281/1998,
as amended by Royal Decree 1778/2004
(which will be replaced by Royal Decree 1065/2007 as of January 1, 2008)
for Exchanges of restricted Series 4 preferred securities

A. DT C participant Submission and Maintenance of Beneficial Owner Information

1. In advance of the commencement of the period (the “Exchange Offer Period™) during which holders of restricted
Series 4 preferred securities may exchange restricted Series 4 preferred securities for exchange Series 4 preferred securities,
the Issuer shall instruct Acupay to, and Acupay shall, (i) provide DTC an issuer notice that will form the basis fora DTC
“Reorganization Notice” (the “Exchange Period Notice™) regarding the Exchange Offer Period and tax re lie f e ntitle me nt
information for exchanges of restricted Series 4 preferred securities for exchange Series 4 preferred securities, (ii) request DTC
to postsuch notices on its website as a means of notifying DT C participants of the requirements described in this Annex A and
Annex B, (iii) transmit such notices to the London Stock Exchange and, if required, any applicable self-re gulatory organization in
the United States, (iv) distribute the contents of such notices via one or more recognized financial information services and (v)
provide a copy of such notices to the Paying Agent.

2. Beginning at 9:00 a.m. on the first day of the Exchange Offer Period and continuing until 5:00 p.m. on the final day
of the Exchange Offer Period (the “Exchange Offer Deadline”), Acupay, on behalf of the Issuer, willreceive from DTC
participants acceptances of offers for exchange Series 4 preferred securities by and on behalf of bene ficial owners of restricted
Series 4 preferred securities (each such acceptance, a “DTC Participant Exchange Instruction™). Such acceptances will be
transmitted through DTC by and on behalf of each tendering beneficial owner through the reorganization processing facilities of
DTC (the “DTC Reorganization System”).

Itis anticipated that the Exchange Offer Expiry Date (as defined below) shall be the same day as the Distribution Record Date
preceding the Distribution Payment Date imme diately following the Exchange Offer Deadline.

3. In relation to each DT C Participant Exchange Instruction submitted in accordance with paragraph A.2 of this Article
Mof Annex A, each DT C participant must, to the extent it has not previously done so, enter directly into the Acupay System the
beneficial owner identity and residence information required by the Spanish tax law and set forth in Article Iof Annex B (the
“Beneficial Owner Exchange Information”) in respect of any income that may be imputed to a beneficial owner of restricted Series
4 preferred securities in connection with the exchange of restricted Series 4 preferred securities for exchange Series 4 preferred
securities.

4. Each DTC participant must ensure the continuing accuracy of any pre viously-submitte d Bene ficial Owner Exchange
Information, irrespective of any changes in, or in beneficial ownership of, such DT C participant’s position in the restricted Series 4
preferred securities, or the identity of the beneficial owner of restricted Series 4 preferred securities on whose behalfa DTC
Participant Exchange Instruction is delivered, as of the Exchange Offer Deadline. The Acupay System will remain available for
making such adjustments until 8:00 p.m. New York City time on the third New York Business Day after the Exchange Offer
Deadline. All changes in beneficial ownership of restricted Series 4 preferred securities mustbe reflected, including changes that
do notimpact the DT C participant’s overall position at DT C as to which DT C Participant Exchange Instructions have been
submitted, or the portion of such DT C Participant’s positions at DTC as to which no Spanish withholding tax is re quired.

5. In no event shall the failure to submit time ly Bene ficial Owner Exchange Information affect the delivery of exchange
Series 4 preferred securities to the rele vant beneficial owner, exceptinsofar as may be necessary in connection with the
Withholding Tax Sale procedures specified in paragraph E.2 of this Article 'to Annex A.
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B. Exchange Offer Tax Calculation and Tax Certificates

1. If any portion of the restricted Series 4 preferred securities held through a DT C participant has been tendered for
exchange Series 4 preferred securities via the DT C Reorganization System by the Exchange Offer Deadline, a setof tax
certificates (the “Exchange Income Tax Certificates™) will be generated by the Acupay System if the exchange of restricted Series
4 preferred securities for exchange Series 4 preferred securities is calculated by Acupay in accordance with paragraph B.3 of this
Article Tof Annex A to result in the imputation of taxable income (for Spanish tax law purposes) for the relevant bene ficial
owners. Such Exchange Income Tax Certificates will report the income arising from the exchange of restricted Series 4 preferred
securities for exchange restricted Series 4 preferred securities. Such income mustbe imputed to the bene ficial owner of the
restricted Series 4 preferred securities as of the Exchange Offer Deadline.

Exchange Income Tax Certificates will be dated as of the lastday of the Exchange Offer Period (the “Exchange Offer Expiry
Date”) and must refer to beneficial ownership positions as of the Exchange Offer Deadline. Each DT C participant will be re quired
to (i) print out, (ii) re view, (iii) sign and (iv) fax or send by email a PDF copy of the duly signed Exchange Income Tax Certificates
directly to Acupay. The original of each Exchange Income Tax Certificate mustbe sentto Acupay for receiptno later than the 15th
calendar day of the month imme diately following the Exchange Offer Expiry Date.

2. In the event that the exchange of restricted Series 4 preferred securities for exchange Series 4 preferred
securities is not calculated by Acupay in accordance with paragraph B.3 of this Article Iof Annex A to result in the imputation of
taxable income (for Spanish tax law purposes) to the rele vant bene ficial owners, the Acupay System will not generate Exchange
Income Tax Certificates.

3. As the exchange ofrestricted Series 4 preferred securities for exchange Series 4 preferred securities is a taxable
eventunder Spanish tax law and for the purposes of Spanish Law 13/1985 (as amended by Law 19/2003 and Law 23/2005), the
income attributable to any such exchange will be calculated by Acupay using the following methodology:

a.  Priorto 10:15a.m. New York City time on the first New York Business Day of the Exchange Offer Period (the
“Initial Calculation Date™), Acupay will re que st Lehman Brothers Inc. (the “Reference Dealer”) to provide a bid-side
quotation (expressed to the nearest 1/8th of a U.S. dollar) as 0f 10:00 a.m. London time on the Initial Calculation Date, for a
trade involving 1,000 shares of a hypothetical issuance of exchange Series 4 preferred securities. If the Reference
Dealer is unable to provide such a quotation, then Acupay shall requesta price evaluation for such preferred securities
from a globally recognized securities price evaluation service.

b.  The quotation obtained with respectto the exchange Series 4 preferred securities will be posted on the
Acupay Systemno later than 11:00 a.m. on the Initial Calculation Date. The positive difference, ifany, between the
quotation for the hypothetical 1,000 share lot of exchange Series 4 preferred securities and the issue price of 1,000
restricted Series 4 preferred securities willbe employed by the Acupay System to calculate the income, if any, to be
imputed to investors who exchange their restricted Series 4 preferred securities for exchange Series 4 preferred
securities. In the event that such difference results in a negative number, itshallbe deemed to be “0” (zero) for the
purpose of this paragraph. The amount of income arising out of any exchange of restricted Series 4 preferred securities
for exchange Series 4 preferred securities will be printed on each of the Exchange Income Tax Certificates produced by
the Acupay System for use by the relevant DT C participants, as described below. If the amount of such income is “0”
(zero), however, no tax will be attributable to the relevant exchange and no Exchange Income Tax Certificates will be (i)
produced by the Acupay System relating to the exchange ofrestricted Series 4 preferred securities for exchange Series
4 preferred securities or (i) required to be submitted by the relevant DT C participant with respect to such exchange.

c.  Onthe Exchange Offer Expiry Date, Acupay will repeat the price quotation and income computation procedures
described within paragraphs B.3(a) and B.3(b) of this Article Tof Annex A in order to determine whether such price and
income amounts are materially different from the price and income amounts computed on the Iitial Calculation Date. The
price quotations or evaluations employed
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onsuch day will be obtained at the times-of-day and using the methods described above. Ifthere is a positive or negative
difference in the income as computed on the Exchange Offer Expiry Date as compared with that computed on the Initial
Calculation Date equal to or less than $0.25 per $100.00 liquidation preference of restricted Series 4 preferred securities
so affected, such difference (if any, and whether positive or ne gative) willbe deemed “non-material” and will be ignored
for the purpose ofthese procedures. However, if such difference (whether positive or negative) is (1) greater than $0.25
per $100.00 liquidation preference of restricted Series 4 preferred securities and (2) the income computation procedures
described in paragraph B.3(b) of this Article Tof Annex A resultin a positive number, then:

i.  At1:00 p.m. New York City time on the Exchange Offer Expiry Date, (A) all Exchange Income Tax
Certificates previously received by Acupay will be cancelled in the Acupay System and (B) the Acupay System
will produce replace ment Exchange Income Tax Certificates to replace the relevant cancelled Exchange Income
Tax Certificates.

ii.  Acupay staff will transmita request to all affected DT C participants that they (i) print out, (ii) re view, (iii)
sign and (iv) fax or send by email a PDF copy of each duly signed replace ment Exchange Income Tax Certificate
directly to Acupay forreceiptby 8:00 p.m. New York City time on the third New York Business Day imme diate ly
following the Exchange Offer Expiry Date.

iii. The Acupay System willuse the amount of exchange income computed on the Exchange Offer Expiry
Date in place of the amount of such income computed on the Initial Calculation Date, for the replace ment
Exchange Income Tax Certificates described in paragraph B.3(c)(i) of this Article Tof Annex A.

NOTE: ADTC participant that obtains favorable tax treatment through this reliefatsource procedure and fails to
submit to Acupay the original physical Exchange Income T ax Certificates as described above may be prohibited by the
Issuer from using this procedure to obtain favorable tax treatment for future payments. Insuch event, the DTC
participant will receive any future cash distribution on their entire position net of applicable Spanish withholding tax
(currently at the rate of 18%) and relief will need to be obtained directly from the Spanish tax authorities by following
the direct refund procedure established by Spanish tax law.

C. Additional Acupay and DT C Procedures

1. In addition to its other duties and obligations set forth herein, Acupay will be responsible for the following tasks
with respectto the exchange ofrestricted Series 4 preferred securities for exchange Series 4 preferred securities (collectively,
the “Exchange Verification Procedures™):

a. reviewing Exchange Income Tax Certificates using appropriate methodology in order to determine whether the
requisite fields of Bene ficial Owner Exchange Information have been supplied and that such fields of information are
responsive to the requirements of such Exchange Income Tax Certificates and the circumstances related to the exchange
ofrestricted Series 4 preferred securities for exchange Series 4 preferred securities;

b. liaising with the relevant DT C participants in order to request that such DT C participants:

i.  complete any missing or correct any erroneous Bene ficial Owner Exchange Information, make any
necessary revisions to the Exchange Income Tax Certificates identified pursuant to the procedures set forth
above;

ii. confirmany non-exchange ofrestricted Series 4 preferred securities; and
c. determine based on the procedures established for that purpose in paragraph B.3 of this Article Tof Annex A

whether or not the exchange of restricted Series 4 preferred securities for exchange Series 4 preferred securities would
result in income attributable to such exchange:




i.  ifno income would be attributable to such exchange, no further Exchange Verification Procedures
would be required;

ii. ifthe exchange ofrestricted Series 4 preferred securities for exchange Series 4 preferred securities
would result in income attributable to such exchange, Acupay shall determine through a review of DTC
participant Exchange Instructions whether any position in the restricted Series 4 preferred securities will be
exchanged for exchange Series 4 preferred securities, and:

1. if no such exchange ofrestricted Series 4 preferred securities for exchange Series 4
preferred securities is to be undertaken, no further Exchange Verification Procedures will be required;

2. if any such exchanges are to be undertaken, Acupay shall determine for each DTC
participant submitting a DT C participant Exchange Instruction whether (A) the number of restricted
Series 4 preferred securities to be exchanged for exchange Series 4 preferred securities through such
DTC participant’s account as set forth in such DT C participant Exchange Instruction is consistent with
the total number of restricted Series 4 preferred securities to be exchanged for exchange Series 4
preferred securities as set forth in the related Bene ficial Owner Exchange Information (and reported on
Exchange Income Tax Certificates) supplied by such DTC participant via the Acupay System and (B)
the data set forth in such Beneficial Owner Exchange Information (and reported on the Exchange
Income Tax Certificates) is consistent with the Bene ficial Owner Information provided as of the
Distribution Record Date immediately preceding the Exchange Settlement Date (as defined below)
(and reported on the Distribution Tax Certificates dated as of such Distribution Record Date). If any
data in the Exchange Income Tax Certificates or Distribution Tax Certificates described above is not
consistent at 9:45 a.m. on the Exchange Settlement Date, then such Exchange Income Tax Certificate s
as well as any Distribution Tax Certificates dated as of the Distribution Record Date imme diately
preceding the Exchange Settlement Date that have been submitted by or on the behalf of such DTC
participant will be disregarded by Acupay for all purposes. This would result in payments being made
netof Spanish withholding tax in respect of (A) the cash distributions made on the Distribution Payment
Date immediately following the Distribution Record Date immediately preceding the Exchange
Settlement Date and (B) any income attributable to the exchange of restricted Series 4 preferred
securities for exchange Series 4 preferred securities in accordance with the procedures described in
paragraph E of this Article Ilof Annex A.

2. Acupay will forward original paper Exchange Income Tax Certificates itreceives forreceiptby the Issuer no later
than the 18th calendar day of the month immediately following the Exchange Offer Expiry Date. Acupay shall maintain records of all
Exchange Income Tax Certificates (and other information received through the Acupay System) for five years from the Exchange
Offer Expiry Date, and shall, during such period, make copies of such records available to the Issuer atall reasonable times upon
request. In the event that the Issuer notifies Acupay in writing that it is the subject of a tax audit, Acupay shall maintain such duplicate
back-up copies until the relevant statute of limitations applicable to any tax year subject to audit expires.

3. At5:00 pm on the Exchange Offer Expiry Date, DTC and Acupay will confirm to each other the number of
Preferred Securities for which e xchange instructions have beenreceived and accepted (the “DT C Reconciliation Report™).

D. Exchange Settlement

1. On the Exchange Offer Expiry Date, the Issuer will announce the number of exchange offers accepted by the
Exchange Offer Deadline, through notice to Acupay, the Paying Agentand DTC.

2. By 11:00 a.m. on the settlement date of the offer to exchange restricted Series 4 preferred securities for exchange
Series 4 preferred securities (the “Exchange Settlement Date™), Acupay will release through a secure data
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upload facility to the Issuer, DTC and the Paying Agenta copy of the DT C Reconciliation Report, as well as a detailed reportof
the final exchanges (the “Final Exchange Report”). Such report will indicate for each DT C participant (i) the number of restricted
Series 4 preferred securities which should be exchanged for exchange Series 4 preferred securities, (ii) of such restricted Series
4 preferred securities referred to in (i), (a) the number for which no Spanish withholding taxes willneed to be assessed in relation
to the exchange, (b) the number for which Spanish withholding taxes willneed to be assessed in relation to the exchange and (c)
the amount of such Spanish withholding taxes, if any. The Final Exchange Report will also state the tax liability attributable to each
such exchange operation and the valuations employed in the computation of such tax liabilities.

3. No later than 12:00 p.m. on the Exchange Settlement Date, the Issuer shall send a notice (via secure means) to both
DTC and to the Paying Agent (a “Share Issuance and Exchange Instruction”) instructing (i) DT C to deliver to eachrelevant DTC
participant the rele vant number of exchange Series 4 preferred securities in accordance with the Final Election Report, (ii) the
Paying Agentto provide DT C with an initial transaction statement e vide ncing the issuance of such exchange Series 4 Preferred
Securities as recorded on the Paying Agent’s books and records in the name of Cede & Co., as nominee for DT C and (iii) the
Paying Agentto approve a drawdown request from DTC to reduce DTC’s position in the restricted Series 4 preferred securities
with respect to the aggre gate number of restricted Series 4 preferred securities exchanged for exchange Series 4 preferred
securities. The Issuer has authorized the Paying Agentto rely on the Final Exchange Reportto serve as its Share Issuance and
Exchange Instruction.

4. Notwithstanding anything herein to the contrary, the Issuer may direct the Paying Agent to ignore the Final Exchange
Reportand to undertake exchanges of restricted Series 4 preferred securities for exchange Series 4 preferred securities ina
manner different from that set forth in the Final Exchange Reportif the Issuer (i) determines that there are any inconsistencies with
the exchange elections therein represented or any information set forth in the Final Exchange Reportis, to the Issuer’s knowledge,
inaccurate, and (ii) provides notice of such dete rmination in writing to the Paying Agent, DTC and Acupay prior to 11:30 a.m. on the
Exchange Settlement Date along with a list of the affected DTC participants showing the number of restricted Series 4 preferred
securities to be exchanged for exchange Series 4 preferred securities by each such DT C participant.

5. On or prior to the Exchange Settlement Date, the Issuer will transmit (i) to the Paying Agent an Exchange Preferred
Security for authentication and (ii) to DT C (or the Paying Agent as custodian for DT C) such Exchange Preferred Se curity,
registered in the name of DTC’s nominee, Cede & Co. for delivery in book-entry only form to the relevant bene ficial owners of
the restricted Series 4 preferred securities. The exchange ofrestricted Series 4 preferred securities for exchange Series 4
preferred securities shall be irrevocable and the exchange Series 4 preferred securities may notbe converted to restricted Series
4 preferred securities. The terms of the exchange Series 4 preferred securities shall be binding upon any subsequent holder of
such exchange Series 4 preferred securities.

6. By 3:00 p.m. on the Exchange Settlement Date, DTC shall confirm to Acupay the delivery to each relevant DTC
participant of the rele vant quantity of exchange Series 4 preferred securities, as adjusted for any Exchange Withholding Tax Sale
(as defined below) procedures necessary in accordance with paragraph E.2 of this Article Ilof Annex A, in exchange fora
comparable quantity of restricted Series 4 preferred securities. Notice of the consummation of such exchange operations shall be
promptly communicated to the Issuer and the Paying Agent via the Acupay System.

E. Exchange Withholding Tax

1. In the event that the amount of Spanish withholding tax to be collected froma DT C participant pursuant to an
exchange of restricted Series 4 preferred securities for exchange Series 4 preferred securities, as calculated in accordance with
paragraph B.3 of this Article Tof Annex A, should notexceed the amount of cash distribution income payable to such DTC
participant on the Distribution Payment Date immediately succeeding the Exchange Settlement Date (after any necessary
withholding with respectto such cash payment is made on such Distribution Payment Date), the Issuer’s Share Issuance and
Exchange Instruction will include an instruction to the Paying Agent, Acupay and DTC to deduct the amount of cash necessary to
satisfy such Spanish withholding tax liability from such cash distribution on such imme diately succeeding Distribution Payme nt
Date. Any amounts so deducted




by the Paying Agent to satisfy the relevant DT C participant’s withholding tax liability shall be promptly transmitted to the Issuer, and
Acupay shall promptly confirm any such deduction to the relevant DT C participant.

2. In the event that the amount of Spanish withholding tax to be collected froma DT C participant pursuant to an
exchange of restricted Series 4 preferred securities for exchange Series 4 preferred securities, as calculated in accordance with
paragraph B.3 of this Article Tof Annex A, should exceed the cash distribution income payable to such DT C participant on the
Distribution Payment Date imme diately succeeding the Exchange Settlement Date (after any necessary withholding with respect to
such cash payment is made on such Distribution Payment Date), the Issuer will (i) instruct the Paying Agent to withhold from
delivery on the Exchange Settlement Date and (ii) sell or arrange for the sale in the secondary marketofan appropriate quantity of
exchange Series 4 preferred securities, based on the valuations received by the Issuer (or Acupay on its behalf) on the Exchange
Offer Expiry Date, as may be necessary to provide cash in sufficient amounts to meetsuch DT C participant’s withholding tax
liability with respect to the exchange ofrestricted Series 4 preferred securities to exchange Series 4 preferred securities (the
“Exchange Withholding Tax Sale™). The Issuer’s determination of the number of exchange Series 4 preferred securities that may
be withheld from delivery and offered for sale to satisfy relevant DT C participant’s withholding tax liability (including the
withholding from delivery of such number of Exchange Preferred Securities as may be deemed necessary, in the sole opinion of
the Issuer, to provide a suitable margin to secure the results of the Exchange Withholding Tax Sale) shall be binding on all parties.
Any amounts received from the Exchange Withholding Tax Sale necessary to satisfy the relevant DT C participant’s withholding tax
liability shall be promptly transmitted to the Issuer.

3. Upon the completion of the Exchange Withholding Tax Sale, the Issuer shall promptly transmit to the Paying Agent,
and direct the Paying Agent (in writing) to remit to the relevant DT C participant, (i) any excess cash proceeds, netof selling
agent’s fees and expenses, from the Exchange Withholding Tax Sale (via Fed-Wire), (ii) any exchange Series 4 preferred
securities that were previously withheld but remain unsold as part of the Exchange Withholding Tax Sale (via free delivery through
DTC) and (iii) a letter confirming the details of the Exchange Withholding Tax Sale and the related calculation of such amounts to
be so remitted.

Itis expected that the foregoing procedures in relation to Exchange Withholding Tax Sales willbe completed by the tenth New
York Business Day following the Exchange Settlement Date.

F. Quick Refund Procedures

1. Re funds made pursuant to the Quick Re fund Procedures set forth in Article Il of this Annex A, shall, in the case of
income related to the exchange of restricted Series 4 preferred securities for exchange Series 4 preferred securities, be limited to
the amount of Spanish withholding tax liability; any excess cash proceeds, netof selling agent’s fees and expenses, from the
Exchange Withholding Tax Sale will be separately paid to the relevant DT C participant in accordance with paragraph E.3 of this
Article Tof Annex A.




Article I
Quick Refund Procedures

References to “Preferred Securities™ in this Article Ilof Annex A shallbe deemed to include restricted Series 4 preferred
securities and exchange Series 4 preferred securities.

A Documentation Procedures

1. Beneficial owners holding through a Qualified Institution on Whose Behalf an EDS Election was Requested by 9:45 a.m.
New York City time on the relevant Final Verification Date

a. Beginning at 9:00 a.m. New York City time on the New York Business Day following each Distribution Payme nt
Date or the Exchange Settlement Date until 5:00 p.m. New York City time on the tenth calendar day of the month following
the relevant Distribution Payment Date or the Exchange Settlement Date (or if either such day is nota New York Business
Day, the first New York Business Day immediately preceding such day) (the “Quick Re fund Deadline”), a DTC
participant (i) which is a Qualified Institution (as defined in Article Iof Annex B) and holds Preferred Securities on behalf
of beneficial owners entitled to exemption from Spanish withholding tax and (i) which was paid net of Spanish withholding
taxes due to a failure to comply with the “Reliefat Source Procedures™ set forth in Article Iof this Annex A above, may
submit through the Acupay System (x) Bene ficial Owner Information with respect to bene ficial ownership positions as to
which such DTC participant had, by 9:45 a.m. New York City time on the rele vant Final Verification Date, requested DTC
to make an EDS election and/or (y) if rele vant, Bene ficial Owner Exchange Information corresponding to beneficial
owners on whose behalf EDS Elections had been made as of such date and time, and for whose account Share Issuance
and Exchange Instructions had been delivered by the Issuer for the Exchange Settlement Date. After entry of Bene ficial
Owner Information or Bene ficial Owner Exchange Information into the Acupay System by such DTC participant, the
Acupay System will produce completed Tax Certificates or Exchange Income Tax Certificates, as the case may be. Such
DTC participant will then be required to (i) print out, (ii) re vie w, (iii) sign and (iv) fax or send by email a PDF copy of the
duly signed Tax Certificate or Exchange Income Tax Certificate, as the case may be, directly to Acupay forreceiptby
Acupay no later than the Quick Re fund Deadline. Any such Tax Certificates will be dated as of the Distribution Record
Date and any such Exchange Income Tax Certificates will be dated as of the Exchange Offer Expiry Date.

Notwithstanding anything contained herein, any DT C participant whose request to DT C to make an EDS Election did
not specify “gross treatment” with respect to atleast the portion of its DT C position for which it is claiming a “quick
refund” (with respect to cash distribution payments) as 0f 9:45 a.m. New York City time on the relevant Final
Verification Date will not be permitted to follow the Quick Refund Procedures set forth in this Article Il of Annex A, and
any beneficial owner holding through such DT C participant will instead need to rely on the Direct Refund Procedures
set forth in Article Ilof Annex B below.

b. Acupay will then conduct the Acupay Verification Procedures with respectto the Bene ficial Owner
Information and, if rele vant, the Exchange Verification Procedures with respectto Bene ficial Owner Exchange
Information, submitted by the DT C participants pursuant to Articles Iand Il of this Annex A by comparing such Bene ficial
Owner Information or Bene ficial Owner Exchange Information, as the case may be, with such DTC participant’s EDS
Election or DTC participant Exchange Instructions, as the case may be, and its position in the Preferred Securities as of
the Distribution Record Date and/or the related Share Issuance and Exchange Instruction for the relevant Exchange
Settlement Date, as the case may be. The information as to the EDS Election, the position in the Preferred Securities of
each DTC participantas of such time and, if applicable, the quantity of restricted Series 4 preferred securities tendered
for exchange shall be provided to Acupay by DTC. DTC participants may, until the specified deadlines, revise such
Beneficial Owner Information and Bene ficial Owner Exchange Information, as the case may be, in the Acupay System in
order to cure any inconsistency detected through the Acupay Verification Procedures or Exchange Verification
Procedures, as relevant.




c.  Acupay will reconcile Bene ficial Owner Information or Bene ficial Owner Exchange Information, as the case may
be, to (i) reports of DT C positions as of the Distribution Record Date, (ii) EDS Elections as 0f 9:45 a.m. New York City
time on the relevant Final Verification Date (as certified by DTC) and (iii) if rele vant, a Share Issuance and Exchange
Instruction for the appropriate Exchange Settlement Date. Acupay will collect payment instructions from DT C participants
or their designees and, no later than 12:00 p.m. New York City time on the third calendar day following the Quick Re fund
Deadline (orif such day is nota New York Business Day, the first New York Business Day immediately preceding such
day), will forward PDF copies of the verified Tax Certificates or Exchange Income Tax Certificates, as the case may be,
to the Issuer and the Guarantor and the payment instructions to the Issuer, the Guarantor and the Paying Agent.

2. Beneficial owners not holding through a Qualified Institution

a. Beneficial owners entitled to receive cash distribution payments, OID income or exchange income inrespectof
any Preferred Securities gross of any Spanish withholding taxes but who have been paid net of Spanish withholding taxes
as aresultof holding interests in such Preferred Securities through DT C participants who are not Qualified Institutions will
be entitled to utilize the Quick Re fund Procedures set forth below.

b.  Suchbeneficial owners may request from the Issuer the reimbursement of the amount withheld by providing
Acupay, as an agent of the Issuer, with (i) documentation to confirm their se curities entitlement in respect of the Preferred
Securities on the rele vant Distribution Record Date or Exchange Offer Expiry Date, as the case may be (which
documentation must include statements from (A) DTC and (B) the relevant DT C participant setting forth such DTC
participant’s aggre gate DT C position on the relevant Distribution Record Date or Exchange Offer Expiry Date, as the
case may be) as wellas the portion of such position that was paid netand gross of Spanish withholding taxes, together
with an accounting record of the amounts of such position and payments which were attributable to the beneficial owner,
including the number of exchange Series 4 preferred securities, if any, sold in order to provide sufficient amounts to
satisfy any Spanish withholding tax liabilities that may be applicable to the exchange ofrestricted Series 4 preferred
securities for exchange Series 4 preferred securities) and (ii) a Government Tax Residency Certificate. Such Government
Tax Residency Certificate (which will be valid for a period of one year after its date of issuance) toge ther with the
information re garding the securities entitlementin respect of the Preferred Securities mustbe submitted to Acupay on the
behalf of the Issuerno later than the Quick Re fund Deadline. Acupay will collect payment instructions from DT C
participants or their designees, as the case may be, and, no later than 12:00 p.m. New York City time on the third calendar
day following the Quick Re fund Deadline (or if such day is nota New York Business Day, the first New York Business
Day immediately preceding such day), will forward to the Issuer and the Guarantor PDF copies of the Government Tax
Residency Certificates, and to the Issuer, the Guarantor and the Paying agent (x) the related payment instructions and (y) a
reconciliation of such payment instructions to (1) the outstanding number of Preferred Securities owned through each DTC
participant as of the relevant Record Date or the number of restricted Series 4 preferred securities exchanged for
exchange Series 4 Preferred Securities on the Exchange Settlement Date and (2) the outstanding number of such
securities on which cash distributions, OID income or exchange income was paid net of Spanish withholding tax on the
relevant Payment Date or Exchange Settlement Date.

3. Early Redemption of the Preferred Securities

In the case of early redemption, Quick Re fund Procedures substantially similar to those procedures set forth in this Article Il

of Annex A willbe made available to investors. Detailed descriptions of such Quick Re fund Procedures will be available upon
request from Acupay in the event of such early redemption.

Payment Procedures

1. Uponreceiptofthe relevant Tax Certificates, Exchange Income Tax Certificates and Government Tax Residency

Certificates together with related documentation (if any) from Acupay pursuant to the procedures in part A. of this Article III, the
Issuer will review Government Tax Residency Certificates together with related
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documentation (if any) and confirm the related payments no later than the 18th calendar day of the month following the rele vant
Distribution Payment Date or Exchange Settlement Date (or if such day is nota New York Business Day, the first New York
Business Day immediately preceding such day).

2. Onthe 19th calendar day of the month following the relevant Distribution Payment Date or Exchange Settlement Date (or if
such day is nota New York Business Day, the first New York Business Day immediately preceding such day), the Issuer will make
payments equal to the amounts initially withheld from DT C participants complying with the Quick Re fund Procedure (net of the
costs, if any associated with Exchange Withholding Tax Sales) to the Paying Agent, and the Paying Agent shall, within one New
York Business Day of such date, transfer such payments to DT C participants directly for the benefit of bene ficial owners.

NOTE: For the avoidance of doubt, beneficial owners shall only be entitled to receive cash refunds in connection with
these Quick Refund Procedures, and nothing contained in this Article IIl of Annex A shall be interpreted as entitling
beneficial owners to receive exchange Series 4 preferred securities in connection therewith.




ANNEX B

FORMS OF REQUIRED SPANISH WIT HHOLDING T AX DOCUMENT AT ION AND PROCEDURES
FORDIRECT REFUND FROM SPANISH T AX AUT HORIT IES

Article T

Documentation Required by Spanish Tax Law pursuant to the Relief at Source Procedure

1. If the holder of a certificated restricted Series 4 preferred security or exchange Series 4 preferred security is not
resident in Spain for tax purposes and acts for its own account and is a central bank, other public institution or inte rnational
organization, a bank or credit institution or a financial entity, including collective investment institutions, pension funds and
insurance entities, resident in an OECD country (including the United States) or in a country with which Spain has entered into a
double tax treaty subject to a specific administrative re gistration or supervision scheme (each, a “Qualified Institution™), the entity
in question must certify its name and tax residency substantially in the manner provided in Exhibit I'to this Annex.

2. In the case of transactions in which a Qualified Institution which is a holder of certificated restricted Series 4
preferred securities or exchange Series 4 preferred securities acts as intermediary, the entity in que stion must, in accordance with
the information contained in its own records, certify the name and tax residency of each beneficial owner not resident in Spain for
tax purposes nor in a tax haven as of the Distribution Record Date or the Exchange Offer Expiry Date, as the case may be,
substantially in the manner provided in Exhibit Ilto this Annex.

3. In the case of transactions which are channeled through a securities clearing and deposit entity recognized for
these purposes by Spanish law or by the law of another OECD member country, the entity in question (i.e., the clearing system
participant) must, in accordance with the information contained in its own records, certify the name and tax residency of each
beneficial owner notresident in Spain for tax purposes nor in a tax haven as of the Distribution Record Date or the Exchange Expiry
Date, as the case may be, substantially in the manner provided in Exhibit Il to this Annex.

4. If the beneficial owner is resident in Spain for tax purposes and is subject to Spanish Corporation Tax, the entities
listed in paragraphs (2) or (3) above (such as DTC participants which are Qualified Institutions) must submit a certification
specifying the name, address, Tax Identification Number, the CUSIP or ISIN code of the Preferred securities, the beneficial
interest in the restricted Series 4 preferred securities or exchange Series 4 preferred securities held at each Distribution Record
Date or the Exchange Offer Expiry Date, as the case may be, gross income and amount withheld, substantially in the form setout in
Exhibit M to this Annex.

5. In the case of beneficial owners who do nothold their interests in the restricted Series 4 preferred securities or
exchange Series 4 preferred securities through Qualified Institutions or whose holdings are not channeled through a se curities
clearing and deposit entity recognized for these purposes by Spanish law or by the law of another OECD member country, the
beneficial owner must submit (i) proof of bene ficial ownership and (ii) a certificate of residency issued by the tax authorities of the
country of residency of such beneficial owner (a “Government Tax Residency Certificate”).
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Article II
Direct Refund from Spanish T ax Authorities Procedure

1. Beneficial owners entitled to exemption from Spanish withholding tax who have not timely followed either the
“Reliefat Source Procedure™ procedure set forth in Article Tor Tof Annex A or the “Quick Re fund Procedure™ set forth in Article
MMof Annex A, and therefore have been subjectto Spanish withholding tax, may requesta full re fund of the amount that has been
withheld directly from the Spanish tax authorities.

2. Beneficial owners have up to the time period allowed pursuant to Spanish law (currently, a maximum of four years
as of the relevant Distribution Record Date or the Exchange Offer Expiry Date, as the case may be) to claim the amount withhe 1d
from the Spanish Treasury by filing with the Spanish tax authorities (i) the relevant Spanish tax form, (ii) proof of be ne ficial
ownership and (iii) a certificate of residence issued by the tax authorities ofits country of residence (from the IRS in the case of
U.S. resident bene ficial owners).




EXHIBIT I

[English translation provided for informational purposes only]

Modelo de certificacion en inversiones por cuenta propia
Form of Certificate for Own Account Investments

(nombre) (name)

(domicilio) (address)

(T IN) (tax identification number)

(en calidad de), en nombre y representacion de la Entidad abajo seiialada a los efectos previstos en el articulo 12.3.a) del Real
Decreto 2281/1998 (que serd sustituido por el articulo 44.2.a) del Real Decreto 1065/2007 a partir del 1 de enero de 2008),

(function), in the name and on behalf of the Entity indicated below, for the purposes of article 12.3.a) of Royal Decree
2281/1998 (which will be replaced by Section 44.2.a) of Royal Decree 1065/2007 as of January 1, 2008),

CERTIFICO:

ICERTIFY:

1. Que el nombre o razén social de 1a Entidad que represento es:
that the name of the Entity Irepresent is:

2. Que su residencia fiscal es la siguiente:

that its residence for tax purposes
3. Que la Entidad que represento estd inscrita en el Registro de

that the institution Itepresentis recorded in the Register of

(pais, estado, ciudad), con el nimero

(country, state, city), under number

4. Que la Entidad que represento esti sometida a la supervisién de (Organo supervisor)
that the institution Irepresentis supervised by (Supervision body)

en virtud de (normativa que lo regula)

under (governing rules).

Todo ello en relacién con:

All the above in relation to:

Identificacion de los valores poseidos por cuenta propia

Identification of se curities held on own account:




Importe de los rendimientos
Amount of income
Lo que certifico en a de de 20

Icertify the above in [location] on the [day] of [month] of [year]




EXHIBIT I

[English translation provided for informational purposes only]

Modelo de certificacion en inversiones por cuenta ajena
Form of Certificate for T hird Party Investments
(nombre) (name)

(domicilio) (address)

(T IN) (tax identification number)

(en calidad de), en nombre y representacion de la Entidad abajo seiialada a los efectosprevistos en el articulo
12.3.b) y ¢) del Real Decreto 2281/1998 (que serd sustituido por el articulo 44.2.b) y ¢) del Real Decreto 1065/2007 a partir del
1 de enero de 2008),

(function), in the name and on behalf of the Entity indicated below, for the purposes of article 12.3.b) and ¢) of Royal Decree
2281/1998 (which will be replaced by Section 44.2.b) and ¢) of Royal Decree 1065/2007 as of January 1, 2008),

CERTIFICO:

ICERTIFY:

1. Que el nombre o razén social de la Entidad que represento es:
that the name of the Entity Irepresentis:

2. Que suresidencia fiscal es la siguiente:

that its residence for tax purposes is:

3. Que la Entidad que represento esti inscrita en el Registro de
that the institution Irepresentis recorded in the Register of

(pais, estado, ciudad), con el nimero

(country, state, city), under number

4. Que la Entidad que represento estd sometida a la supervisiéon de (Organo supervisor)
that the institution Irepresentis supervised by (Supervision body)

en virtud de (normativa que lo regula)

under (governing rules).

5. Que, de acuerdo con los Registros de la Entidad que represento, la relacion de titulares adjunta a la
presente certificacién, comprensiva del nombre de cada uno de los titulares no residentes, su pais de residencia
yelimporte de los correspondientes rendimientos, es exacta, y no incluye personas o Entidades residentes en
Espaiia o en los paises o territorios que tienen en Espaiia la consideracién de paraiso fiscal de acuerdo con las
normas reglamentarias en vigor.

That, according to the records of the Entity Irepresent, the listof beneficial owners hereby attached, including




the names of all the non-resident holders, their country of residence and the amounts and the rele vantamounts is accurate,
and does notinclude person(s) or institution(s) resident either in Spain or in tax haven countries or territories as defined
under Spanish applicable re gulations.

Lo que certifico en a de de 20

Icertify the above in [location] on the [day] of [month] of [year]
RELACION ADJUNT A A CUMPLIMENT AR:

TO BE ATTACHED:

Identificacion de los valores:

Identification of the se curities

Listado de titulares:

List of beneficial owners:

Nombre/Pais de residencia/Importe de los rendimientos

Name/Country of residence/Amount of income




EXHIBIT 1
[English translation provided for informational purposes only]

Modelo de certificacion para hacer efectiva la exclusién de retencion a los sujetos pasivos del Impuesto sobre Sociedades y a los
establecimientos permanentes sujetos pasivos del Impuesto sobre la Renta de No Residentes

Certificate for application of the exemption on withholding to Spanish corporate income taxpayers and to permanent
establishments of non-resident income taxpayers

(nombre) (name)
(domicilio) (address)
(T IN) (tax identification number)

(en calidad de), en nombre y representacion de la Entidad abajo sefialada a los efectos previstos en el articulo
59.s) del Real Decreto 1777/2004,

(function), in the name and on behalf of the Entity indicated below, for the purposes of article 59.s) of Royal Decree
1777/2004,

CERTIFICO:

ICERTIFY:

1. Que el nombre o razén social de 1a Entidad que represento es:
that the name of the Entity Irepresentis:

2. Que suresidencia fiscal es la siguiente:

that its residence for tax purposes is:

3. Que la Entidad que represento esti inscrita en el Registro de
that the institution Itepresentis recorded in the Register of

(pais, estado, ciudad), con el nimero

(country, state, city), under number

4. Que la Entidad que represento estd sometida a la supervision de (Organo supervisor)
that the institution Irepresentis supervised by (Supervision body)

en virtud de (normativa que lo regula)

under (governing rules).

5. Que, a través de la Entidad que represento, los titulares incluidos en la relacion adjunta, sujetos
pasivos del Impuesto sobre Sociedades y establecimientos permanentes en Espaiia de sujetos pasivos del Impuesto
sobre la Renta de no Residentes, son perceptores de los rendimientos indicados.

That, through the Entity Irepresent, the listofholders hereby attached, are Spanish Corporate Income Tax payers and
permanent establishments in Spain of Non-Resident Income Tax taxpayers, and are recipients of the




referred income.

6. Que la Entidad que represento conserva, a disposicién del emisor, fotocopia de la tarjeta acreditativa
del niimero de identificacion fiscal de los titulares incluidos en la relacién.

That the Entity Irepresentkeeps, at the disposal of the Issuer, a photocopy of the card evidencing the Fiscal Identification
Number of the holders included in the attached list.

Lo que certifico en a de de 20

Icertify the above in [location] on the [day] of [month] of [year]

RELACION ADJUNT A:

TO BEATTACHED:

Identificacién de los valores:

Identification of the securities

Razén social/Domicilio/Nimero de identificacién fiscal/Nimero de valores/Rendimientos brutos/ Retencién al [¢]%

Name/Domicile /Fiscal Ide ntification Numbe r/Number of se curities /Gross income/Amount withheld at the applicable rate.




PART Il
INFORMAT IONNOT REQUIRED IN PROSPECT US
Item 20. Indemnification of Directors and Officers.

Pursuant to resolutions adopted by the executive committee of the board of directors of Banco Santander in conne ction with
the filing of this Re gistration State ment, Banco Santander has undertaken to inde mnify its directors and officers againstany loss,
claim, damages or liabilities, and any expenses (including legal expenses) relating thereto, to which they may become subject,
insofar as such liabilities arise in conne ction with this Re gistration State ment.

Pursuant to the resolutions of Santander Finance Preferred adopted by its board of directors in connection with the filing of this
Registration Statement, Santander Finance Preferred has undertaken to inde mnify its directors and officers againstany loss, claim,
damages and judgments, and any expenses (including legal expenses) relating thereto, to which they may become subject insofar
as such liabilities arise in connection with this Re gistration State ment.

The registration rights agreement filed as Exhibit I to this Re gistration Statement provides for inde mnification of directors and
officers of Santander Finance Preferred by the initial purchasers parties pursuant thereto against certain liabilities.

Insofar as inde mnification for liabilities arising under the Securities Actof 1933 may be permitted for directors, officers or
persons controlling Banco Santander or Santander Finance Preferred pursuant to the fore going provisions, the re gistrants have
been informed that in the opinion of the Securities and Exchange Commission such inde mnification is against public policy as
expressed in the Actand is therefore unenforceable.

Item 21. Exhibits and Financial Statement Schedules
EXHIBIT INDEX
Exhibit No. Document
1 Registration Rights Agreement dated as of November 21, 2006 among Banco Santander, S.A. (formerly

named Banco Santander Central Hispano, S.A.), Santander Finance Preferred, S.A. Unipersonal and Le hman
Brothers Inc., as Initial Purchaser(3)

3.1 Bylaws (Estatutos) of Banco Santander, S.A. as amended(1)

3.2 Bylaws of Banco Santander, S.A., as amended (English translation)(1)

3.3 Articles of Association of Estatutos Santander Finance Preferred, S.A. Unipersonal

3.4 Articles of Association of Santander Finance Preferred, S.A. Unipersonal (English translation)

3.5 Amendmentto the Articles of Association (Estatutos) of Santander Finance Preferred S.A. Unipersonal (3)

3.6 Amendmentto the Articles of Association (Estatutos) of Santander Finance Preferred S.A. Unipersonal
(English translation) (3)

3.7 Amendmentto the Articles of Association (Estatutos) of Santander Finance Preferred S.A. Unipersonal (3)

3.8 Amendmentofthe Articles of Association (Estatutos) of Santander Finance Preferred S.A. Unipersonal
(English translation) (3)

3.9 Amendmentto the Articles of Association (Estatutos) of Santander Finance Preferred S.A. Unipersonal (3)
3.10 Amendmentto the Articles of Association (Estatutos) of Santander Finance Preferred S.A. Unipersonal (3)

4.1 FormofGlobal Preferred Security (2)

5.1 Opinion of Davis Polk & Wardwell with respect to the exchange Series 4 preferred securities (2)

5.2 Opinion of Natalia Butraguefio with respectto the exchange Series 4 preferred securities (2)




EXHIBIT INDEX

Exhibit No. Document

()

2)

3)

“)

Item 22.
(a)

8.1 Tax Opinion of Davis Polk & Wardwell (2)
8.2 Tax Opinion of Uria Menéndez (3)

10 Paymentand Guarantee Agreementbetween Banco Santander, S.A. (formerly named Banco Santander
Central Hispano, S.A.) and Santander Finance Preferred, S.A. Unipersonal dated November 21, 2006 (2)

12 Computation of Ratio of Earnings to Combined Fixed Charges and Preferred Stock Dividends (1)
21 Listofsubsidiaries of Banco Santander, S.A.(1)

23.1 ConsentofDavis Polk & Wardwell (contained in their opinion filed as Exhibit 5.1)

232 Consentof Natalia Butraguefio (contained in her opinion filed as Exhibit 5.2)

233 ConsentofUria Menéndez (contained in their opinion filed as Exhibit 8.2)

234 ConsentofDeloitte, S.L.
24 Powerof Attorney (included on signature page) (4)

99.1 FormofLetterto Clients (2)

99.2  FormofLetter to Reorganization Departments (2)

99.3 FormofCustomer Instructions Letter (2)

Filed as an exhibit to the Guarantor’s annual report on Form 20-F for the fiscal year ended December 31, 2006, filed on
July 2, 2007 and incorporated by reference herein.

Filed as an exhibit to the Issuer’s Registration Statement on Form F-4 (File No. 333-144421-01) filed on July 9, 2007 and
incorporated by reference herein.

Filed as an exhibit to Amendment No. 1 to the Issuer's Registration Statement on Form F-4 (File No. 333-144421-01) filed
onOctober 5, 2007 and incorporated by reference herein.

Included on signature page of the Issuer’s Registration Statement on Form F-4 (File No. 333-144421-01) filed on July 9,
2007 and incorporated by reference herein.

Undertakings

The undersigned hereby undertakes:

(1) To file during any period in which offers orsales are being made, a post-effective amendment to this
registration state ment:

(i) to include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(ii) to reflectin the prospectus any facts or events arising after the effective date of the re gistration
statement (or the most recent post-e ffective ame ndment there of) which, individually or in the aggre gate,
representa fundamental change in the information set forth in the re gistration state ment. Notwiths tanding the
foregoing, any increase or decrease in the volume of securities offered (if the total dollar value of securities
offered would notexceed that which was registered) and any de viation from the low or high end of the estimated
maximum offering range may be reflected in the form of prospectus filed with the Commission pursuant to Rule
424(b) if, in the aggregate, the changes in volume and price represent no more thana 20 percent change in the
maximum aggre gate offering price set forth in the “Calculation of Registration Fee™ table in the e ffective
registration state ment; and




(iii) to include any material information with respect to the plan of distribution not pre viously disclosed in the
registration statement or any material change to such information in the re gistration state ment;

(2) That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective
amendmentshallbe deemed to be a new registration state ment re lating to the securities offered therein, and the offering
of such securities at that time shall be deemed to be the initial bona fide offering thereof.

(3) Toremove fromregistration by means of a post-e ffective amendment any of the securities being registered
which remain unsold at the termination of the offering.

(4) To file a post-effective amendment to the registration statement to include any financial statements required by
Item 8.A of Form 20-F at the start of any delayed offering or throughouta continuous offering. Financial state ments and
information otherwise required by Section 10(a)(3) of the Actneed notbe furnished, provided that the re gistrant includes
in the prospectus, by means of a post-effective amendment, financial statements re quired pursuant to this paragraph (4)
and other information necessary to ensure that all other information in the prospectus is atleastas current as the date of
those financial state ments.

(b) Insofaras inde mnification for liabilitie s arising under the Securities Actof 1933 may be permitted to our directors,
officers and controlling persons pursuant to the foregoing provisions, or otherwise, we have been advised that in the opinion of
the Securities and Exchange Commission such inde mnification is against public policy as expressed in the Actand is, therefore,
unenforceable. In the event that a claim for inde mnification against such liabilities (other than the paymentby us of expenses
incurred or paid by one of our directors, officers or controlling persons in the successful defense of any action, suit or
proceeding) is asserted by such director, officer or controlling person in conne ction with the securities being registered, we will,
unless in the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of appropriate
jurisdiction the question whether such inde mnification by it is against public policy as expressed in the Actand willbe governed by
the final adjudication of such issue.

(c) The undersigned hereby undertakes to supply by means of a post-effective amendment all information concerning a
transaction, and the company being acquired involved therein, that was not the subject of and included in the registration state ment
when itbecame e ffective.




SIGNAT URES

Pursuant to the requirements of the Securities Actof 1933, Banco Santander, S.A. has duly caused this re gistration state ment to
be signed on its behalf by the undersigned, thereunto duly authorized, in the City of Madrid, Kingdom of Spain, on October 9,
2007.

BANCO SANTANDER, S.A.

By: /s/José Antonio Soler
Name: José Antonio Soler
Title: Attorne y-in-Fact




AUT HORIZED REPRESENT AT IVE

Pursuant to the re quirements of the Securities Act of 1933, the undersigned, a duly authorized representative of Banco
Santander, S.A. in the United States, has signed this re gistration statement on October 9, 2007.

BANCO SANTANDER, S.A., New York branch

By: /s/Rodolfo Icaza

Name: Rodolfo Icaza
Title: General Manager
By: /s/James H. Bathon
Name: James H. Bathon
Title: Managing Director




SIGNAT URES

Pursuant to the requirements of the Securities Actof 1933, Santander Finance Preferred, S.A. Unipersonal has duly caused this
registration statement to be signed on its behalf by the undersigned, thereunto duly authorized, in the City of Madrid, Kingdom of
Spain, on October 9, 2007.

Santander Finance Preferred,
S.A. Unipersonal

By: /s/Jos¢ Antonio Soler
Name: José Antonio Soler
Title: Attorney-in-Fact




AUT HORIZED REPRESENT ATIVE

Pursuant to the requirements of the Securities Actof 1933, the undersigned, a duly authorized representative of Santander
Finance Preferred, S.A. Unipersonal in the United States, has signed this registration statement on October 5, 2007.

Santander Finance Preferred,
S.A. Unipersonal

By: /s/Sheldon Fried
Name: Sheldon Fried
Title: Authorized Signatory
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Filed as an exhibit to the Guarantor’s annual report on Form 20-F for the fiscal year ended December 31, 2006, filed on
July 2, 2007 and incorporated by reference herein.

Filed as an exhibit to the Issuer’s Registration Statement on Form F-4 (File No. 333-144421-01) filed on July 9, 2007 and
incorporated by reference herein.

Filed as an exhibit to Amendment No. 1 to the Issuer's Registration Statement on Form F-4 (File No. 333-144421-01) filed
onOctober 5, 2007 and incorporated by reference herein.

Included on signature page of the Issuer’s Registration Statement on Form F-4 (File No. 333-144421-01) filed on July 9,
2007 and incorporated by reference herein.




