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PROSPECTUS
 

 
Santande r Finance  Pre fe rre d S .A.,  Unipe rsonal

 
(incorporate d with limite d liability unde r the  laws  of Spain)

 
Offe r to Exchange

 
24,000,000 Santande r Finance  Pre fe rre d S .A.,  Unipe rsonal 6.50%

Non-Cumulative  Se rie s  5 Guarante e d Pre fe rre d Se curitie s  (par value  $25.00 pe r se curity)
fully and unconditionally guarante e d as  de scribe d he re in by

Banco Santande r, S .A.,  which, along with the  guarante e ,
have  be e n re gis te re d unde r the  Se curitie s  Act of 1933

 
(CUSIP No. 80281R805 and ISIN No. US80281R8051)

 
for

All Outs tanding 24,000,000 Santande r Finance  Pre fe rre d S .A.,  Unipe rsonal 6.50%
Non-Cumulative  Guarante e d Se rie s  5 Pre fe rre d Se curitie s  (par value  $25.00 pe r se curity)

fully and unconditionally guarante e d as  de scribe d he re in by
Banco Santande r, S .A.,  which we re  pre vious ly sold in

transactions  e xe mpt from re gis tration unde r the  Se curitie s  Act of 1933
(CUSIP No. 80281R508 and ISIN No. US80281R5081)

We  are  offe ring to e xchange  up to 24,000,000 of our ne w 6.50% Non-Cumulative  Guarante e d Se rie s  5 Pre fe rre d Se curitie s ,
which we  re fe r to as  the  “e xchange  Se rie s  5 pre fe rre d se curitie s ,” for up to 24,000,000 of our e xis ting 6.50% Non-Cumulative
Guarante e d Se rie s  5 Pre fe rre d Se curitie s ,  which we re  pre vious ly sold in transactions  e xe mpt from re gis tration unde r the  Se curitie s
Act of 1933 (the  “Se curitie s  Act”) and which we  re fe r to as  the  “re s tricte d Se rie s  5 pre fe rre d se curitie s .” We  re fe r to the  re s tricte d
Se rie s  5 pre fe rre d se curitie s  and the  e xchange  Se rie s  5 pre fe rre d se curitie s  as  the  “Se rie s  5 pre fe rre d se curitie s”. T he  te rms  of
the  e xchange  Se rie s  5 pre fe rre d se curitie s  are  ide ntical in all mate rial re spe cts  to the  te rms  of the  re s tricte d Se rie s  5 pre fe rre d
se curitie s ,  e xce pt that the  e xchange  Se rie s  5 pre fe rre d se curitie s  have  be e n re gis te re d unde r the  Se curitie s  Act,  and the  trans fe r
re s trictions  and re gis tration rights  re lating to the  re s tricte d Se rie s  5 pre fe rre d se curitie s  do not apply to the  e xchange  Se rie s  5
pre fe rre d se curitie s .
 

T o e xchange  your re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s :
 

 · you are  re quire d to make  the  re pre se ntations  de scribe d on page s  27-32 to us ; and
   
 · you mus t ins truct your bank or broke r to furthe r ins truct the  De pos itory T rus t Company (“DT C”) Participant through which

your re s tricte d Se rie s  5 pre fe rre d se curitie s  are  he ld to te nde r your re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange
to DT C through the  DT C Automate d T e nde r Offe r Program (“AT OP”) by 5:00 p.m., Ne w York City time , on January 16,
2008 (the  “Exchange  Offe r De adline ”).

 
You should re ad the  se ction calle d “T he  Exchange  Offe r” for furthe r information on how to e xchange  your re s tricte d Se rie s  5

pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s .
 

T he  re s tricte d Se rie s  5 pre fe rre d se curitie s  are  lis te d on the  London Stock Exchange  and we  inte nd to apply to lis t the
e xchange  Se rie s  5 pre fe rre d se curitie s  on the  Ne w York Stock Exchange .
 

Se e  “Risk Factors” be ginning on page  15 for a discuss ion of risk factors  that should be  cons ide re d by you prior to
te nde ring your re s tricte d Se rie s  5 pre fe rre d se curitie s  in the  e xchange  offe r.
 

Ne ithe r the  Se curitie s  and Exchange  Commiss ion nor any s tate  se curitie s  commiss ion has  approve d or
disapprove d of the  se curitie s  to be  is sue d in the  e xchange  offe r or passe d upon the  ade quacy or accuracy of this
Prospe ctus . Any re pre se ntation to the  contrary is  a criminal offe nse .



 
T he  date  of this  Prospe ctus  is  De ce mbe r 14, 2007
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You should re ly only on the  information containe d in this  prospe ctus . We  have  not authoriz e d any othe r pe rson to provide  you
with diffe re nt information. If anyone  provide s  you with diffe re nt or incons is te nt information, you should not re ly on it. We  are  not
offe ring the  e xchange  Se rie s  5 pre fe rre d se curitie s  in any jurisdiction whe re  the  offe r is  not pe rmitte d. You should assume  that the
information containe d in this  prospe ctus  is  accurate  only as  of the  date  of the  applicable  docume nt.
 

Each broke r-de ale r that re ce ive s  e xchange  Se rie s  5 pre fe rre d se curitie s  for its  own account pursuant to the  e xchange  offe r
mus t acknowle dge  that it will de live r a prospe ctus  in conne ction with any re sale  of such e xchange  Se rie s  5 pre fe rre d se curitie s . By
so acknowle dging and by de live ring a prospe ctus , the  broke r-de ale r will not be  de e me d to admit that it is  an “unde rwrite r” within
the  me aning of the  Se curitie s  Act of 1933, as  ame nde d, which we  re fe r to as  the  Se curitie s  Act. T his  prospe ctus , as  it may be
ame nde d or supple me nte d from time  to time , may be  use d by a broke r-de ale r in conne ction with re sale s  of e xchange  Se rie s  5
pre fe rre d se curitie s  re ce ive d in e xchange  for re s tricte d Se rie s  5 pre fe rre d se curitie s  whe re  such re s tricte d Se rie s  5 pre fe rre d
se curitie s  we re  acquire d by such broke r-de ale r as  a re sult of marke t-making activitie s  or othe r trading activitie s . We  have  agre e d
that,  s tarting on the  Exchange  Offe r Expiry Date  (as  de fine d be low) and e nding on the  close  of bus ine ss  90 days  afte r the
Exchange  Offe r Expiry Date , we  will make  this  prospe ctus  available  to any broke r-de ale r for use  in conne ction with any such
re sale . T he  te rm “Exchange  Offe r Expiry Date ” me ans  5:00 p.m. Ne w York City time , on January 16, 2008, or,  if e xte nde d by us ,
the  late s t time  and date  to which the  e xchange  offe r is  e xte nde d. Se e  “Plan of Dis tribution.”
 

Se e  “Risk Factors ,” be ginning on page  15 for a de scription of ce rtain factors  re lating to a de cis ion to te nde r your
re s tricte d Se rie s  5 pre fe rre d se curitie s  in the  e xchange  offe r, including information about our bus ine ss . 
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Ne ithe r we  nor our re pre se ntative s  are  making any re pre se ntation to you re garding the  le gality of participation in the  e xchange
offe r by you unde r applicable  le gal inve s tme nt or s imilar laws . You should consult with your own advisors  as  to le gal,  tax,
bus ine ss , financial and re late d aspe cts  of a de cis ion whe the r to te nde r your re s tricte d Se rie s  5 pre fe rre d se curitie s  in the
e xchange  offe r.
 

Unle ss  othe rwise  indicate d or the  conte xt othe rwise  re quire s ,  all re fe re nce s  in this  prospe ctus  to “Santande r,” “Banco
Santande r,” the  “Company,” the  “Guarantor,” “we ,” “our,” “ours ,” “us” or s imilar te rms  re fe r to Banco Santande r,  S.A. All
re fe re nce s  to “Group” re fe r to Banco Santande r,  S.A. and its  consolidate d subs idiarie s . All re fe re nce s  to “Santande r Finance
Pre fe rre d” or the  “Is sue r” re fe r to Santande r Finance  Pre fe rre d, S.A. Unipe rsonal,  a wholly-owne d subs idiary of Banco Santande r,
S.A. and the  is sue r of the  pre fe rre d se curitie s .
 

T he  e xchange  Se rie s  5 pre fe rre d se curitie s  will be  available  initially only in book-e ntry form. We  e xpe ct that the  e xchange
Se rie s  5 pre fe rre d se curitie s  will be  is sue d in the  form of one  or more  re gis te re d global se curitie s . T he  global se curitie s  will be
de pos ite d with, or on be half of,  DT C, and re gis te re d in its  name  or in the  name  of Ce de  & Co.,  its  nomine e . Se curitie s
e ntitle me nts  in re spe ct of the  global se curitie s  will be  shown on, and trans fe rs  of se curitie s  e ntitle me nts  in re spe ct of the  global
se curitie s  will be  e ffe cte d through, re cords  maintaine d by DT C and its  dire ct or indire ct participants . Se e  “T he  De scription of
Exchange  Pre fe rre d Se curitie s—Book-Entry Sys te m; De live ry and Form” for furthe r discuss ion of the se  matte rs .
 

We  inte nd to apply to lis t the  e xchange  Se rie s  5 pre fe rre d se curitie s  on the  Ne w York Stock Exchange . We  will comply with
any unde rtakings  give n by us  from time  to time  to the  Ne w York Stock Exchange  in conne ction with the  e xchange  Se rie s  5 pre fe rre d
se curitie s ,  and we  will furnish to the  Ne w York Stock Exchange  all such information as  the  rule s  of the  Ne w York Stock Exchange
may re quire  in conne ction with the  lis ting of the  e xchange  Se rie s  5 pre fe rre d se curitie s .
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SPANISH WIT HHOLDING T AX REQUIREMENT S

 
Unde r Spanish law, dis tributions  in re spe ct of the  pre fe rre d se curitie s  as  we ll as  impute d income  de riving from the  e xchange

of the  re s tricte d Se rie s  5 pre fe rre d se curitie s  in re lation to an e xchange  offe r will be  subje ct to withholding tax in Spain, curre ntly at
the  rate  of 18%, in the  case  of (a) individual holde rs  (as  de fine d he re in) who are  re s ide nt for tax purpose s  in Spain; and (b) holde rs
who re ce ive  payme nts  through a T ax Have n (as  de fine d in Royal De cre e  1080/1991, of 5th July, as  ame nde d). Each of the  Is sue r
and the  Guarantor is  re quire d pursuant to Spanish law to submit to the  Spanish tax authoritie s  ce rtain de tails  re lating to be ne ficial
owne rs  who re ce ive  dis tributions  on the  pre fe rre d se curitie s  or obtain impute d income  de riving from the  e xchange s  of the
pre fe rre d se curitie s  in re lation to an e xchange  offe r. Be ne ficial owne rs  in re spe ct of whom such information is  not provide d to the
Issue r or the  Guarantor in accordance  with proce dure s  de scribe d he re in will re ce ive  payme nts  ne t of Spanish withholding tax,
curre ntly at the  rate  of 18%. Ne ithe r the  Is sue r nor the  Guarantor will pay Additional Amounts  in re spe ct of any such withholding tax
in any of the  above  case s . Se e  “T axation—Spanish T ax Cons ide rations—Evide ncing of Be ne ficial Owne r Re s ide ncy in
Conne ction with Dis tributions  and Income  Obtaine d from the  Exchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange
Se rie s  5 pre fe rre d se curitie s”.
 

T he  Is sue r and the  Guarantor have  arrange d ce rtain proce dure s  with Acupay Sys te m LLC (“Acupay”) and DT C that will
facilitate  the  colle ction of the  re quire d be ne ficial owne r information. T he  proce dure s  arrange d by Acupay and DT C are  inte nde d
to facilitate  the  colle ction of information re garding the  ide ntity and re s ide nce  of be ne ficial owne rs  who (i) are  e xe mpt from Spanish
withholding tax re quire me nts  and the re fore  e ntitle d to re ce ive  payme nts  in re spe ct of the  pre fe rre d se curitie s  fre e  and cle ar of
Spanish withholding taxe s  and (ii) are  (a) dire ct participants  in DT C, (b) hold the ir inte re s ts  through se curitie s  broke rs  and de ale rs ,
banks , trus t companie s , and cle aring corporations  that cle ar through or maintain a dire ct or indire ct cus todial re lationship with a
dire ct participant in DT C (e ach such e ntity an “indire ct DT C participant”) or (c) hold the ir inte re s ts  through dire ct DT C participants .
T he se  proce dure s  are  se t forth in Anne xe s  A and B to this  prospe ctus .
 

Such proce dure s  may be  ame nde d to comply with Spanish laws  and re gulations  or any judicial or adminis trative  inte rpre tation
the re of. T he  de scription of the se  proce dure s  containe d in this  prospe ctus  is  a summary only. Be ne ficial owne rs  mus t se e k the ir
own tax advice  to e nsure  that the y comply with all proce dure s  with re spe ct to providing be ne ficial owne r information. None  of the
Issue r,  the  Guarantor,  Acupay or DT C assume  any re spons ibility the re for.
 

DT C is  unde r no obligation to continue  to pe rform the  tax ce rtification proce dure s  and such proce dure s  may be  modifie d or
discontinue d at any time . In addition, DT C may discontinue  providing its  se rvice s  as  se curitie s  de pos itary with re spe ct to the
pre fe rre d se curitie s  at any time  by giving re asonable  notice  to us .
 

If DT C or the  dire ct or indire ct participants  in DT C are  unable  to facilitate  the  colle ction of such information, the  Is sue r may
atte mpt to re move  the  pre fe rre d se curitie s  from the  DT C cle aring sys te m and this  may affe ct the  liquidity of the  pre fe rre d
se curitie s . Provis ion has  be e n made  for the  Se rie s  5 pre fe rre d se curitie s  to be  re pre se nte d by ce rtificate d Se rie s  5 pre fe rre d
se curitie s  in the  e ve nt that the  Se rie s  5 pre fe rre d se curitie s  ce ase  to be  he ld through DT C. Se e  “De scription of the  Exchange
Pre fe rre d Se curitie s—Form, De nomination, T rans fe r and Re gis tration”.
 

T he  Is sue r and the  Guarantor,  as  applicable , may, in the  future , withhold amounts  from payme nts  for the  be ne fit of be ne ficial
owne rs  who are  subje ct to Corporate  Income  T ax in Spain if the  Spanish tax authoritie s  de te rmine  that the  pre fe rre d se curitie s  do
not comply with e xe mption re quire me nts  spe cifie d in the  Re ply to a Consultation of the  Dire ctorate  Ge ne ral for T axation (Dirección
General de Tributos) date d July 27, 2004 or othe rwise  re quire  such withholding to be  made . If this  we re  to occur, ne ithe r the  Is sue r
nor the  Guarantor will pay Additional Amounts  in re spe ct of such withholding. Se e  “T axation—Spanish T ax Cons ide rations—Le gal
e ntitie s  with tax re s ide ncy in Spain—Corporate  Income  T ax (Impuesto sobre Sociedades)”.
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WHERE YOU CAN FIND MORE INFORMAT ION

 
We  are  subje ct to the  pe riodic re porting and othe r informational re quire me nts  of the  Exchange  Act,  e xce pt that as  a fore ign

issue r,  we  are  not subje ct to the  proxy rule s  or the  short-swing profit disclosure  rule s  of the  Exchange  Act. In accordance  with
the se  informational and re porting re quire me nts ,  we  file  or furnish re ports  and othe r information with the  SEC. We  file  annual re ports
on Form 20-F, which include  annual audite d consolidate d financial s tate me nts  pre pare d in accordance  with the  EU-IFRS re quire d to
be  applie d unde r Bank of Spain’s  Circular 4/2004 (Unde r Re gulation (EC) No. 1606/2002 of the  Europe an Parliame nt and of the
Council of July 19, 2002, all companie s  gove rne d by the  law of an EU Me mbe r State  and whose  se curitie s  are  admitte d to trading
on a re gulate d marke t of any Me mbe r State  mus t pre pare  the ir consolidate d financial s tate me nts  in conformity with the  Inte rnational
Financial Re porting Standards  pre vious ly adopte d by the  Europe an Union (“EU-IFRS”). Bank of Spain Circular 4/2004 of De ce mbe r
22, 2004 on Pubilc and Confide ntial Financial Re porting Rule s  and Formats  (“Circular 4/2004”) re quire s  Spanish cre dit ins titutions
to adapt the ir accounting sys te ms  to the  principle s  de rive d from the  adoption by the  Europe an Union of Inte rnational Financial
Re porting Standards . T he re fore , the  Group is  re quire d to pre pare  its  consolidate d financial s tate me nts  in conformity with the  EU-
IFRS re quire d to be  applie d unde r Bank of Spain’s  Circular 4/2004, accompanie d by ce rtain re conciliations  to U.S. GAAP
(Ge ne rally Acce pte d Accounting Principle s  in the  Unite d State s  of Ame rica),  and furnish re ports  on Form 6-K containing our
quarte rly unaudite d consolidate d financial s tate me nts  which, se miannualy, are  pre pare d in accordance  with the  EU-IFRS re quire d to
be  applie d unde r Bank of Spain’s  Circular 4/2004  and ce rtain othe r information. T he se  mate rials  may be  inspe cte d and copie d at
the  SEC’s  Public Re fe re nce  Room at 100 F Stre e t,  N.E.,  Room 1580, Washington, D.C. 20549 and at the  SEC’s  re gional office s  at
500 We s t Madison Stre e t,  Suite  1400, Chicago, Illinois  60661, and 233 Broadway, Ne w York, Ne w York 10279. Copie s  of the
mate rials  may be  obtaine d from the  Public Re fe re nce  Room of the  SEC at 100 F Stre e t,  N.E.,  Room 1580, Washington, D.C. 20549
at pre scribe d rate s . T he  public may obtain information on the  ope ration of the  SEC’s  Public Re fe re nce  Room by calling the  SEC in
the  Unite d State s  at 1-800-SEC-0330. In addition, the  SEC maintains  an Inte rne t we bs ite  at http://www.se c.gov, from which you can
e le ctronically acce ss  mate rials  we  have  file d. Copie s  of mate rial we  file  can also be  inspe cte d at the  office s  of the  Ne w York
Stock Exchange  at 20 Broad Stre e t,  Ne w York, Ne w York 10005.
 

We  incorporate  by re fe re nce  in this  prospe ctus  ce rtain information that we  have  file d with the  SEC, which me ans  that we
disclose  important information to you by re fe rring you to those  docume nts . T he  information incorporate d by re fe re nce  is  de e me d
to be  part of this  prospe ctus , and information that we  file  late r with the  SEC will automatically update  and supe rse de  this  information
to the  e xte nt spe cifie d in such late r filings . We  incorporate  by re fe re nce  the  docume nts  lis te d be low, and, to the  e xte nt indicate d
the re in, any filings  that we  may make  afte r the  date  of this  prospe ctus  with the  SEC unde r Se ctions  13 or 15(d) of the  Se curitie s
Exchange  Act of 1934 (the  “Exchange  Act”):
 
 · Annual Re port of Banco Santande r,  S.A. on Form 20-F for the  ye ar e nde d De ce mbe r 31, 2006, as  file d with the  SEC on

July 2, 2007 (the  “2006 Form 20-F”), including our audite d consolidate d financial s tate me nts  and the  note s  the re to;
 
 · Pe riod Re port on Form 6-K of Banco Santande r,  S.A.,  including our unaudite d conde nse d consolidate d financial

s tate me nts  and the  note s  as  the re to, as  file d with the  SEC on Octobe r 5, 2007 (the  “June  30, 2007 Form 6-K”);
 
 · Pe riod Re port on Form 6-K of Banco Santande r,  S.A.,  as  file d with the  SEC on Octobe r 18, 2007; and

 
 · Ite m 3 of the  Pe riod Re port on Form 6-K of Banco Santande r,  S.A.,  including our Se pte mbe r 2007 Financial Re port,  as

file d with the  SEC on Octobe r 29, 2007.
 

With the  e xce ption of the  re ports  spe cifically incorporate d by re fe re nce  in this  prospe ctus  as  se t forth above , mate rial
containe d on or acce ss ible  through our we bs ite  is  not incorporate d into this  prospe ctus . You may also re que s t a copy of our filings
at no cos t,  by writing or calling us  at the  following addre ss :
 

Banco Santande r,  S.A.
Ne w York Branch
45 Eas t 53rd  Stre e t

Ne w York, Ne w York  10022
(212) 350-3500
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ENFORCEABILIT Y OF CERT AIN CIVIL LIABILIT IES

 
T he  Is sue r and the  Guarantor are  limite d liability companie s  (socie dade s  anónimas) organiz e d unde r the  laws  of the  Kingdom

of Spain. All of the  Is sue r’s  dire ctors  and subs tantially all of the  e xe cutive  office rs  and dire ctors  of the  Guarantor,  and ce rtain of the
e xpe rts  name d in this  prospe ctus , are  not re s ide nts  of the  Unite d State s  and all or a subs tantial portion of the  asse ts  of the
Guarantor and the  Is sue r’s  and the ir re spe ctive  dire ctors  and office rs  are  locate d outs ide  the  Unite d State s . As  a re sult,  it may not
be  poss ible  for inve s tors  to e ffe ct se rvice  of proce ss  within the  Unite d State s  upon such pe rsons  with re spe ct to matte rs  aris ing
unde r the  Se curitie s  Act or to e nforce  agains t the m judgme nts  of courts  of the  Unite d State s  pre dicate d upon civil liability unde r the
Se curitie s  Act. T he  Is sue r and the  Guarantor are  advise d by our Spanish le gal counse l that the re  is  doubt as  to the  e nforce ability in
Spain in original actions  or in actions  for e nforce me nt of judgme nts  of Unite d State s  courts ,  of liabilitie s  pre dicate d sole ly upon the
se curitie s  laws  of the  Unite d State s .
 

T he  Is sue r and the  Guarantor have  e xpre ss ly submitte d to the  non-e xclus ive  jurisdiction of Ne w York State  and Unite d State s
fe de ral courts  s itting in Ne w York City for the  purpose  of any suit,  action or proce e ding aris ing out of the  Guarante e  and has
appointe d Banco Santande r,  S.A.,  Ne w York Branch, locate d at 45 Eas t 53rd Stre e t,  Ne w York, Ne w York 10022, as  its  age nt in
Ne w York City to acce pt se rvice  of proce ss  in any such action.
 

FORWARD-LOOKING ST AT EMENT S
 

T his  prospe ctus  contains  s tate me nts  that cons titute  “forward-looking s tate me nts” within the  me aning of the  U.S. Private
Se curitie s  Litigation Re form Act of 1995. Forward-looking s tate me nts  include  information re garding:
 
 · e xposure  to various  type s  of marke t risks ;

 
 · manage me nt s trate gy;

 
 · capital e xpe nditure s ;

 
 · e arnings  and othe r targe ts ; and

 
 · asse t portfolios .

 
Forward-looking s tate me nts  may be  ide ntifie d by words  such as  “e xpe ct,” “proje ct,” “anticipate ,” “should,” “inte nd,”

“probability,” “risk,” “VaR,” “DCaR,” “ACaR,” “RORAC,” “targe t,” “goal,” “obje ctive ,” “e s timate ,” “future ” and s imilar
e xpre ss ions . T he  Is sue r and the  Guarantor include  forward-looking s tate me nts  in this  prospe ctus . Forward-looking s tate me nts  are
not a guarante e  of future  pe rformance  and involve  risks  and unce rtaintie s ,  and actual re sults  may diffe r mate rially from those  in the
forward-looking s tate me nts .
 

You should unde rs tand that adve rse  change s  in the  following important factors ,  in addition to those  discusse d in the  “Risk
Factors” se ction of this  prospe ctus , the  risk factors  and ce rtain othe r information de taile d in the  Guarantor’s  Annual Re port on Form
20-F for the  ye ar e nde d De ce mbe r 31, 2006 and in the  June  30, 2007 Form 6-K, could affe ct the  Guarantor’s  future  re sults  and
could cause  those  re sults  or othe r outcome s  to diffe r mate rially from those  anticipate d in any forward-looking s tate me nt:
 

Economic and Industry Conditions
 
 · e xposure  to various  type s  of marke t risks , principally including inte re s t rate  risk, fore ign e xchange  rate  risk and e quity

price  risk;
 
 · ge ne ral e conomic or indus try conditions  in Spain, the  Unite d Kingdom, othe r Europe an countrie s ,  Latin Ame rica, the

Unite d State s  and the  othe r are as  in which the  Guarantor has  s ignificant bus ine ss  activitie s  or inve s tme nts ;
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 · the  e ffe cts  of a de cline  in re al e s tate  price s , particularly in Spain and the  Unite d Kingdom;

 
 · mone tary and inte re s t rate  policie s  of the  Europe an Ce ntral Bank and various  ce ntral banks ;

 
 · inflation or de flation;

 
 · the  e ffe cts  of non-line ar marke t be havior that cannot be  capture d by line ar s tatis tical mode ls ,  such as  the

VaR/DCaR/ACaR mode l the  Guarantor use s ;
 
 · change s  in compe tition and pricing e nvironme nts ;

 
 · the  inability to he dge  some  risks  e conomically;

 
 · the  ade quacy of loss  re se rve s ;

 
 · acquis itions , including our acquis ition of ce rtain asse ts  of ABN AMRO Holdings  N.V., or re s tructurings ;

 
 · change s  in de mographics , consume r spe nding or saving habits ; and

 
 · change s  in compe tition and pricing e nvironme nts  as  a re sult of the  progre ss ive  adoption of the  inte rne t for conducting

financial se rvice s  and/or othe r factors .
 

Political and Governmental Factors
 
 · political s tability in Spain, the  Unite d Kingdom, othe r Europe an countrie s  and Latin Ame rica; and

 
 · change s  in Spanish, Unite d Kingdom, Europe an Union, Unite d State s  or othe r laws , re gulations  or taxe s .

 
Transaction and Commercial Factors

 
 · the  Guarantor’s  ability to inte grate  succe ss fully its  acquis itions , and the  challe nge s  inhe re nt in dive rting manage me nt’s

focus  and re source s  from othe r s trate gic opportunitie s  and from ope rational matte rs  while  the  Guarantor inte grate s  the se
acquis itions ; and

 
 · the  outcome  of the  Guarantor’s  ne gotiations  with bus ine ss  partne rs  and gove rnme nts .

 
Operating Factors

 
 · te chnical difficultie s  and the  de ve lopme nt and use  of ne w te chnologie s  by the  Guarantor and its  compe titors ;

 
 · the  impact of change s  in the  compos ition of the  Guarantor’s  balance  she e t on future  ne t inte re s t income ; and

 
 · pote ntial losse s  associate d with an incre ase  in the  le ve l of subs tandard loans  or non-pe rformance  by counte rpartie s  to

othe r type s  of financial ins trume nts .
 

T he  forward-looking s tate me nts  containe d in this  prospe ctus  spe ak only as  of the  date  of this  prospe ctus . Ne ithe r the  Is sue r
nor the  Guarantor unde rtake  to update  any forward-looking s tate me nt to re fle ct e ve nts  or circumstance s  afte r such date s  or to
re fle ct the  occurre nce  of unanticipate d e ve nts .
 

Ne ithe r the  Is sue r nor the  Guarantor unde rtake  any obligation to re le ase  publicly the  re sults  of any future  re vis ions  the  Is sue r
or the  Guarantor may make  to forward-looking s tate me nts  to re fle ct e ve nts  or circumstance s  afte r the  date  of this  prospe ctus  or to
re fle ct the  occurre nce  of unanticipate d e ve nts .
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PRESENT AT ION OF FINANCIAL INFORMAT ION

 
We  publish our consolidate d financial s tate me nts  in Euros  and to the  e xte nt that any amounts  re fle cte d in such financial

s tate me nts  are  s tate d in Unite d State s  dollars  or any othe r curre ncy, such amounts  have  be e n trans late d from Euros  at an assume d
rate  and sole ly for conve nie nce  and should not be  cons true d as  re pre se ntations  that such Unite d State s  dollars  or othe r curre ncy
actually re pre se nt such dollar or othe r curre ncy amounts  or could be  conve rte d into such dollars  or othe r curre ncy at the  rate
indicate d.
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PROSPECT US SUMMARY

 
T his  summary highlights  mate rial information containe d e lse whe re  in this  prospe ctus . T his  summary doe s  not contain all of the

information that you should cons ide r be fore  de ciding whe the r to te nde r your re s tricte d Se rie s  5 pre fe rre d se curitie s  in the
e xchange  offe r. You should re ad the  e ntire  prospe ctus  care fully, be fore  making a de cis ion to te nde r your re s tricte d Se rie s  5
pre fe rre d se curitie s  in the  e xchange  offe r,  including the  se ction e ntitle d “Risk Factors ,” and Banco Santande r’s  2006 Form 20-F
(including our audite d consolidate d financial s tate me nts  and the  note s  the re to),  as  we ll as  Banco Santande r’s  June  30, 2007 Form
6-K.
 

For information re garding the  Guarantor and Is sue r,  ple ase  re fe r to Ite m 4 of the  2006 Form 20-F, which is  incorporate d by
re fe re nce  in this  prospe ctus .
 

T he  Guarantor’s  principal e xe cutive  office s  are  locate d at Banco Santande r,  S.A.,  Ciudad Grupo Santande r,  Ave nida de
Cantabria s /n, 28660 Boadilla de l Monte , Madrid, Spain, and its  te le phone  numbe r is  +34-91-259-6520.
 

T he  Is sue r’s  principal e xe cutive  office  is  locate d in the  Guarantor’s  principal e xe cutive  office s  at Ciudad Grupo Santande r,
Ave nida de  Cantabria s /n, 28660 Boadilla de l Monte , Madrid, Spain, and its  te le phone  numbe r is  +34-91-257-2057.
 

T HE EXCHANGE OFFER
 

Se curitie s  Offe re d
 

T he  Is sue r is  offe ring up to 24,000,000 6.50% Non-Cumulative  Guarante e d Se rie s  5 Pre fe rre d
Se curitie s ,  par value  $25 pe r se curity, of Santande r Finance  Pre fe rre d, S.A. Unipe rsonal,  which
have  be e n re gis te re d unde r the  Se curitie s  Act.

   
T he  Exchange  Offe r

 

T he  Is sue r is  offe ring to is sue  the  e xchange  Se rie s  5 pre fe rre d se curitie s  (CUSIP
No. 80281R805 and ISIN No. US80281R8051) in e xchange  for a like  principal amount of your
re s tricte d Se rie s  5 pre fe rre d se curitie s  (CUSIP No. 80281R508 and ISIN No. US80281R5081).
T he  Is sue r is  offe ring to is sue  the  e xchange  Se rie s  5 pre fe rre d se curitie s  to satis fy its
obligations  containe d in the  re gis tration rights  agre e me nt e nte re d into whe n the  re s tricte d
Se rie s  5 pre fe rre d se curitie s  we re  sold in transactions  pe rmitte d by Rule  144A unde r the
Se curitie s  Act and the re fore  not re gis te re d with the  SEC. For proce dure s  for te nde ring, se e
“T he  Exchange  Offe r.”

   
T e nde rs ,  Exchange  Offe r Expiry

Date , Withdrawal

 

T he  e xchange  offe r will e xpire  at 5:00 p.m. Ne w York City time  on January 16, 2008, unle ss  it
is  e xte nde d. If you de cide  to e xchange  your re s tricte d Se rie s  5 pre fe rre d se curitie s  for
e xchange  Se rie s  5 pre fe rre d se curitie s ,  you mus t acknowle dge  that you are  not e ngaging in,
and do not inte nd to e ngage  in, a dis tribution of the  e xchange  Se rie s  5 pre fe rre d se curitie s . If
you de cide  to te nde r your re s tricte d
Se rie s  5 pre fe rre d se curitie s  in the  e xchange  offe r,  you may withdraw the m at any time  prior to
5:00 p.m. Ne w York City time  on January 16, 2008. If the  Is sue r
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de cide s  for any re ason not to acce pt any re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange ,
your re s tricte d Se rie s  5 pre fe rre d se curitie s  will be  re turne d to you without e xpe nse  to you
promptly afte r the  e xchange  offe r e xpire s .

   
Mate rial U.S. Fe de ral Income

T ax Conse que nce s
 

Your e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d
se curitie s  in the  e xchange  offe r will not cons titute  a taxable  e xchange  for U.S. fe de ral income
tax purpose s .  Se e  “T axation—Mate rial U.S. Fe de ral Income  T ax Cons ide rations” for the  tax
conse que nce s  of the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  and the  owne rship of
e xchange  Se rie s  5 pre fe rre d se curitie s .

   
Spanish T ax Conse que nce s

 

T he  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d
se curitie s  may give  rise  to impute d income  unde r Spanish tax law.  If the  tax ce rtification and
e xchange  age nt (the  “T ax Ce rtification and Exchange  Age nt”) doe s  not re ce ive  on your be half
the  be ne ficial owne r ide ntity and re s ide nce  information re quire d by Spanish tax law and se t
forth in Anne x B (the  “Be ne ficial Owne r Exchange  Information”),  the  Is sue r and Guarantor will
withhold Spanish withholding tax from the  re le vant dis tribution payme nt on your pre fe rre d
se curitie s  as  to which the  re quire d Be ne ficial Owne r Exchange  Information has  not be e n
provide d at the  rate  of 18% of any such impute d income , and, if the  amount of such dis tribution
is  insufficie nt to fund such withholding tax, your e xchange  Se rie s  5 pre fe rre d se curitie s  will be
sold to the  e xte nt ne ce ssary to fund such withholding tax. Se e  “T he  Exchange  Offe r—
Exchange  Withholding T ax”, “T axation—Spanish T ax Cons ide rations” and Article  II of Anne x
A.

   
Use  of Proce e ds  T he  Is sue r will not re ce ive  any proce e ds  from the  is suance  of the  e xchange  Se rie s  5 pre fe rre d

se curitie s  in the  e xchange  offe r.
   
T ax Ce rtification and Exchange

Age nt
 Acupay is  the  T ax Ce rtification and Exchange  Age nt for the  e xchange  offe r.

   
Failure  to T e nde r Your

re s tricte d Se rie s  5 pre fe rre d
se curitie s

 

If you fail to te nde r your re s tricte d Se rie s  5 pre fe rre d se curitie s  in the  e xchange  offe r,  you will
not have  any furthe r rights  unde r the  re gis tration rights  agre e me nt,  including any right to re quire
the  Is sue r to re gis te r your re s tricte d Se rie s  5 pre fe rre d se curitie s  or to pay you dis tributions  at
a highe r rate .
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We  be lie ve  that you will be  able  to re se ll the  e xchange  Se rie s  5 pre fe rre d se curitie s  without re gis te ring the m with

the  SEC if you me e t the  re quire me nts  de scribe d be low.
 
Base d on inte rpre tations  by the  SEC’s  s taff in no-action le tte rs  is sue d to third partie s ,  we  be lie ve  that e xchange  Se rie s  5

pre fe rre d se curitie s  is sue d in e xchange  for re s tricte d Se rie s  5 pre fe rre d se curitie s  in the  e xchange  offe r may be  offe re d for
re sale ,  re sold or othe rwise  trans fe rre d by you without re gis te ring the  e xchange  Se rie s  5 pre fe rre d se curitie s  unde r the  Se curitie s
Act or de live ring a prospe ctus , unle ss  you are  a broke r-de ale r re ce iving se curitie s  for your own account,  so long as :
 
 · you are  not one  of the  Is sue r’s  or Guarantor’s  “affiliate s”, which is  de fine d in Rule  405 of the  Se curitie s  Act;

 
 · you acquire  the  e xchange  Se rie s  5 pre fe rre d se curitie s  in the  ordinary course  of your bus ine ss ;

 
 · you do not have  any arrange me nt or unde rs tanding with any pe rson to participate  in the  dis tribution of the  e xchange

Se rie s  5 pre fe rre d se curitie s ; and
 
 · you are  not e ngage d in, and do not inte nd to e ngage  in, a dis tribution of the  e xchange  Se rie s  5 pre fe rre d se curitie s .

 
If you are  an affiliate  of the  Is sue r,  the  Guarantor,  or you are  e ngage d in, inte nd to e ngage  in or have  any arrange me nt or

unde rs tanding with re spe ct to,  the  dis tribution of e xchange  Se rie s  5 pre fe rre d se curitie s  acquire d in the  e xchange  offe r,  you (1)
should not re ly on our inte rpre tations  of the  pos ition of the  SEC’s  s taff and (2) mus t comply with the  re gis tration and prospe ctus
de live ry re quire me nts  of the  Se curitie s  Act in conne ction with any re sale  transaction.
 

If you are  a broke r-de ale r and re ce ive  e xchange  Se rie s  5 pre fe rre d se curitie s  for your own account in the  e xchange  offe r:
 
 · you mus t re pre se nt that you do not have  any arrange me nt with the  Is sue r,  the  Guarantor or any affiliate  of the  Is sue r or the

Guarantor to dis tribute  the  e xchange  Se rie s  5 pre fe rre d se curitie s ;
 
 · you mus t acknowle dge  that you will de live r a prospe ctus  in conne ction with any re sale  of the  e xchange  Se rie s  5

pre fe rre d se curitie s  you re ce ive  from the  Is sue r in the  e xchange  offe r. By so acknowle dging and by de live ring a
prospe ctus , you will not be  de e me d to admit that you are  an “unde rwrite r” within the  me aning of the  Se curitie s  Act; and

 
 · you may use  this  prospe ctus , as  it may be  ame nde d or supple me nte d from time  to time , in conne ction with the  re sale  of

e xchange  Se rie s  5 pre fe rre d se curitie s  re ce ive d in e xchange  for re s tricte d Se rie s  5 pre fe rre d se curitie s  acquire d by you
as  a re sult of marke t-making or othe r trading activitie s .

 
For a pe riod of 90 days  afte r the  e xpiration of the  e xchange  offe r,  we  will make  this  prospe ctus  available  to any broke r-

de ale r for use  in conne ction with any re sale  de scribe d above .
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Summary Consolidate d Financial Data

 
T he  consolidate d financial information pre se nte d be low has  be e n e xtracte d or de rive d from our consolidate d financial

s tate me nts  as  of and for the  pe riods  e nde d De ce mbe r 31, 2004, 2005, 2006 pre pare d in accordance  with the  EU-IFRS re quire d to
be  applie d unde r Bank of Spain’s  Circular 4/2004 and for the  s ix-month pe riod e nde d June  30, 2007.
 

Re sults  for pas t pe riods  are  not ne ce ssarily indicative  of re sults  that may be  e xpe cte d for any future  pe riod, and re sults  for
the  s ix-month pe riod e nde d June  30, 2007 are  not ne ce ssarily indicative  of re sults  that may be  e xpe cte d for the  e ntire  ye ar e nde d
De ce mbe r 31, 2007 or any othe r pe riod.

   As  o f and  fo r the
Year Ended December 31,    

As  o f and  fo r the
Six-Mo nths

Ended
June  30,  

   2006    2005    2004    2007  
   ( in tho us and s  o f Euro s , excep t p e rcentag es  and  p e r  s ha re  d a ta )   
C o ns o lidated  Inco me Statement Data                 
                 
Inte res t and  s imila r  inco me   36 ,840 ,89 6    33,0 9 8,86 6    17,444,350    21,426 ,19 0  
Inte res t exp ens e  and  s imila r  cha rg es   (24,757,133)   (22,76 4,9 6 3)   (10 ,271,884)   (14,29 3,334)

Inco me fro m eq uity ins truments   40 4,0 38   335,576    389 ,0 38   283,70 2 
Net interes t inco me   12,48 7,8 01   10,6 6 9 ,479    7,56 1,504   7,416 ,558  
Share  o f r e s ults  fro m entitie s  acco unted  fo r  b y the  eq uity metho d   426 ,9 21   6 19 ,157   449 ,0 36    159 ,80 0  
Net fees  and  co mmis s io ns  (1)   7,223,26 4   6 ,256 ,312   4,727,232   4,153,824 
Ins urance  ac tivity inco me   29 7,851   226 ,6 77   16 1,374   189 ,121 
Gains  o n financ ia l tr ans ac tio ns  (2)   2,179 ,537   1,56 1,510    1,0 9 9 ,79 5   1,287,842 
Gro s s  inco me   22,6 15,374   19 ,333,135   13,9 9 8 ,9 41   13,207,145 
Net inco me fro m no n-financ ia l ac tivitie s  (3)   118,9 13   156 ,178   118,30 8   77,20 9  
O ther  o p era ting  exp ens es , ne t (4)   (119 ,352)   (89 ,540 )   (6 1,9 74)   (6 9 ,9 18)

Genera l ad minis tra tive  exp ens es   (10 ,0 9 5,417)   (9 ,473,116 )   (6 ,79 0 ,485)   (5,39 6 ,9 0 7)

     Personnel   (6 ,0 45,447)   (5,6 75,740 )   (4,29 6 ,171)   (3,19 0 ,329 )

     Other general and administrative expenses   (4,0 49 ,9 70 )   (3,79 7,376 )   (2,49 4,314)   (2,20 6 ,578)

Dep rec ia tio n and  amo r tiz a tio n   (1,150 ,770 )   (1,0 17,335)   (834,112)   (6 24,238)

Net o perating  inco me   11,36 8 ,748    8 ,9 09 ,322   6 ,430,6 78    7,19 3,29 1 
Imp a irment lo s s es  (ne t)   (2,550 ,459 )   (1,80 1,9 6 4)   (1,847,29 4)   (1,545,19 3)

Net g a ins  o n d is p o s a l o f inves tments  in a s s o c ia tes  (5)   271,9 6 1   1,29 8,9 35   30 ,89 1   6 ,334 
Net res ults  o n o the r  d is p o s a ls , p ro vis io ns , and  o the r  inco me (6 )   59 ,76 7   (6 0 6 ,6 18)   (227,0 0 2)   (30 6 ,19 0  
Pro fit be fo re  tax   9 ,150,017   7,79 9 ,6 75   4,38 7,273   5,9 6 0,6 22 
Inco me tax   (2,29 3,6 38)   (1,274,738)   (525,824)   (1,233,80 2)

Pro fit fro m co ntinuing  o peratio ns   6 ,8 56 ,379    6 ,524,9 37   3,8 6 1,449    4,726 ,8 20 
Pro fit fro m d is co ntinued  o p era tio ns   1,389 ,374   224,833   134,785   - 
C o ns o lidated  pro fit fo r the  year   8 ,245,753   6 ,749 ,770   3,9 9 6 ,234   4,726 ,8 20 
Pro fit a ttr ib uted  to  mino r ity inte res ts   6 49 ,80 6    529 ,6 6 6    39 0 ,36 4   26 8,450  
Pro fit attributed  to  the  Gro up   7,59 5,9 47   6 ,220,104   3,6 05,8 70   4,458 ,370 
                 
Per Share Information:                 
Averag e  numb er  o f s ha res  ( tho us and s )  (7)   6 ,248,376    6 ,240 ,6 11   4,9 50 ,49 8   6 ,241,449  
Bas ic  ea rning s  p e r  s ha re  ( in euro s )   1.2157   0 .9 9 6 7   0 .7284   0 .7143 
Bas ic  ea rning s  p e r  s ha re  – co ntinued  o p era tio ns  ( in euro s )   1.0 271   0 .9 735   0 .7122   0 .7143 
Diluted  ea rning s  p e r  s ha re  ( in euro s )   1.20 9 1   0 .9 9 30    0 .7271   0 .7110  
Divid end s  p a id  ( in euro s )  (8)   0 .52   0 .42   0 .33   0 .12 
Divid end s  p a id  ( in US$ )  (8)   0 .6 5   0 .49    0 .39    0 .17 
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   As  o f and  fo r the
Year Ended December 31,    

As  o f and  fo r the
Six-Mo nths

Ended
June  30,  

   2006    2005    2004    2007  
C o ns o lidated  Balance  Sheet Data:     
     
To tal as s e ts   8 33,8 72,715   8 09 ,106 ,9 14   6 6 4,48 6 ,300   8 8 5,6 03,46 4 
Lo ans  and  ad vances  to  c red it ins titutio ns  (9 )   6 0 ,174,538   59 ,773,0 22   58,379 ,774   6 5,748,349  
Lo ans  and  ad vances  to  cus to mers  (ne t)  (9 )   523,345,86 4   435,828,79 5   36 9 ,350 ,0 6 4   552,6 85,6 11 
Inves tment Secur itie s  (10 )   136 ,76 0 ,433   20 3,9 38,36 0    138,753,76 4   138,454,447 
Inves tments : As s o c ia tes   5,0 0 6 ,10 9    3,0 31,482   3,747,56 4   4,9 49 ,471 
                 
Liabilitie s                 
Dep o s its  fro m centra l b anks  and  c red it ins titutio ns  (11)   113,0 35,9 37   148,6 22,40 7   83,750 ,339    10 9 ,20 7,216  
Cus to mer  d ep o s its  (11)   331,222,6 0 1   30 5,76 5,280    283,211,6 16    333,9 77,20 8 
Deb t s ecur itie s  (11)   20 4,0 6 9 ,39 0    148,840 ,346    113,838,6 0 3   239 ,148,9 57 
                 
C apitalizatio n                 
Guaranteed  Sub o rd ina ted  d eb t exc lud ing  p re fe r red  s ecur itie s  (12)   11,186 ,480    8,9 73,6 9 9    9 ,36 9 ,9 39    12,9 55,6 18 
Secured  Sub o rd ina ted  d eb t   –   –   50 8,0 39    – 
O ther  Sub o rd ina ted  d eb t   12,39 9 ,771   13,0 16 ,9 89    12,30 0 ,179    11,50 7,539  
Prefe r red  s ecur itie s  (12)   6 ,836 ,570    6 ,772,76 8   5,29 2,0 16    7,36 4,6 74 
Prefe r red  s ha res  (12)   6 6 8,328   1,30 8,847   2,124,222   6 6 4,0 20  
Mino r ity inte res t ( inc lud ing  ne t inco me o f the  p e r io d )   2,220 ,743   2,848,223   2,0 85,316    2,30 3,9 27 
Sto ckho ld e rs ’ eq uity (13)   44,851,559    39 ,778,476    34,414,9 42   45,842,510  
To ta l cap ita liz a tio n   78,16 3,451   72,6 9 9 ,0 0 2   6 6 ,0 9 4,6 52   80 ,6 38,288 
Sto ckho ld e rs ’ Eq uity p e r  Share  (13)   7.18   6 .37   6 .9 5   7.34 
                 
Other manag ed  funds                 
Mutua l fund s   119 ,838,418   10 9 ,480 ,0 9 5   9 7,837,724   133,774,138 
Pens io n fund s   29 ,450 ,10 3   28,6 19 ,183   21,6 78,522   31,6 28,838 
Manag ed  p o r tfo lio   17,835,0 31   14,746 ,329    8,9 9 8,388   20 ,80 8,774 
To ta l o the r  manag ed  fund s   16 7,123,552   152,845,6 0 7   128,514,6 34   186 ,211,750  
                 
C o ns o lidated  Ratio s                 
Pro fitab ility Ra tio s :                 
Net Yie ld  (14)   1.6 7%   1.6 8%   2.21%   1.82%

Effic iency ra tio  (15)   48.53%   52.82%   52.76 %   44.38%

Return o n averag e  to ta l a s s e ts  (RO A)   1.0 0 %   0 .9 1%   1.0 1%   1.10 %

Return o n averag e  s to ckho ld e rs ’ eq uity (RO E)   21.39 %   19 .86 %   19 .74%   22.57%

Cap ita l Ra tio :                 
Averag e  s to ckho ld e rs ’ eq uity to  ave rag e  to ta l a s s e ts   4.36 %   4.24%   4.6 2%   4.6 0 %

Ratio  o f ea rning s  to  fixed  charg es  (16 )                 
Exclud ing  inte res t o n d ep o s its   1.77%   1.82%   1.9 0 %   1.82%

Inc lud ing  inte res t o n d ep o s its   1.35%   1.31%   1.39 %   1.40 %

                 
C redit Quality Data                 
Allo wances  fo r  imp a ired  as s e ts  ( exc lud ing  co untry-r is k)   8,6 26 ,9 37   7,9 0 2,225   6 ,813,354   9 ,0 56 ,10 9  
Allo wances  fo r  imp a ired  as s e ts  a s  a  p e rcentag e  o f to ta l lo ans   1.6 2%   1.78%   1.81%   1.6 1%

Imp aired  as s e ts  (17)   4,6 0 7,547   4,341,50 0    4,114,6 9 1   5,353,6 41 
Imp a ired  as s e ts  a s  a  p e rcentag e  o f to ta l lo ans   0 .87%   0 .9 8%   1.0 9 %   0 .9 5%

Allo wances  fo r  imp a ired  as s e ts  a s  a  p e rcentag e  o f imp a ired  as s e ts   187.23%   182.0 2%   16 5.59 %   16 9 .16 %

Net lo an charg e-o ffs  a s  a  p e rcentag e  o f to ta l lo ans   0 .34%   0 .23%   0 .16 %   0 .18%
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(1) Equals “Fee  and co mmissio n inco me” less “Fee  and co mmissio n expense”  as sta ted in o ur co nso lida ted financia l sta tements.

 
(2) Equa ls the  sum o f “Gains/lo sses o n financia l asse ts and liabilities (ne t)”  and “Exchang e differences (ne t)”  as sta ted in o ur

co nso lida ted financia l sta tements.

 
(3) Equa ls the  sum o f “Sales and inco me fro m the  pro visio n o f no n-financia l services”  and “Co st o f sa les”  as sta ted in o ur

co nso lida ted financia l sta tements.

 
(4) Equa ls the  sum o f “Other o pera ting  inco me” and “Other o pera ting  expenses”  as sta ted in o ur co nso lida ted financia l

sta tements.

 
(5) Equa ls the  sum o f “Other g a ins: Gains o n dispo sal o f investments in asso cia tes”  and “Other lo sses: Lo sses o n dispo sal o f

investments in asso cia tes”  as sta ted in o ur co nso lida ted financia l sta tements.

 
(6 ) Inc ludes “Pro visio ns (ne t)” , “Finance  inco me fro m no n-financia l ac tivities” , “Finance  expense  fro m no n-financia l ac tivities” ,

“Other g a ins: Gains o n dispo sal o f tang ible  asse ts” , “Other g a ins: Other” , “Other lo sses: Lo sses o n dispo sal o f tang ible
asse ts”  and “Other lo sses: Other”  as sta ted in o ur co nso lida ted financia l sta tements.

 
(7) Averag e  number o f shares have  been ca lcula ted o n the  basis o f the  weig hted ave rag e  number o f shares o utstanding  in the

re levant perio d, ne t o f treasury sto ck.

 
(8) Dividends paid during  the  six mo nths ended June  30 , 20 0 7 and 20 0 6  inc lude  the  first interim dividend fo r 20 0 7 and 20 0 6 ,

respective ly, because  a ltho ug h they were  paid in July they were  anno unced during  the  first six mo nths o f the  year.

 
(9 ) Equals the  sum o f the  amo unts inc luded under the  heading s “Financia l asse ts he ld fo r trading ” , “Other financia l asse ts a t fa ir

va lue  thro ug h pro fit o r lo ss”  and “Lo ans and receivables”  as sta ted in o ur co nso lida ted financia l sta tements.

 
(10 ) Equa ls the  amo unts inc luded as “Debt instruments”  and “Other equity instruments”  under the  heading s “Financia l asse ts he ld

fo r trading ” , “Other financia l asse ts a t fa ir va lue  thro ug h pro fit o r lo ss” , “Available-fo r-sa le  financia l asse ts”  and “Lo ans and
receivables”  as sta ted in o ur co nso lida ted financia l sta tements.

 
(11) Equals the  sum o f the  amo unts inc luded under the  heading s “Financia l liabilities he ld fo r trading ” , “Other financia l liabilities a t

fa ir va lue  thro ug h pro fit o r lo ss”  and “Financia l liabilities a t amo rtized co st” .

 
(12) In o ur co nso lida ted financia l sta tements preferred securities are  inc luded under “Subo rdinated liabilities”  and preferred shares

are  sta ted as “Equity having  the  substance  o f a  financia l liability” .
  
(13) Equals the  sum o f the  amo unts inc luded a t the  end o f each year as “Own funds”  and “Valuatio n adjustments”  as sta ted in o ur

co nso lida ted financia l sta tements.  We have  deducted the  bo o k value  o f treasury sto ck fro m sto ckho lders’ equity.

 
(14) Net yie ld is the  to ta l o f ne t interest inco me (inc luding  dividends o n equity securities) divided by averag e  earning  asse ts. See

“Item 4—Info rmatio n o n the  Co mpany—Selected Sta tistica l Info rmatio n—Assets—Earning  Assets—Yield Spread”  in o ur 20 0 6
Fo rm 20 -F.

 
(15) Effic ie nc y ra tio  equals the  sum o f “Genera l administra tive  expenses fro m financia l ac tivities”  and “Deprecia tio n and

amo rtiza tio n co sts”  less “Offse tting  fees” , divided by the  sum o f “Gro ss inco me” and “Net inco me fro m no n-financia l
ac tivities”  less “Genera l administra tive  expenses fro m no n-financia l ac tivities” .

 
(16 ) Fo r the  purpo se  o f ca lcula ting  the  ra tio  o f earning s to  fixed charg es, earning s co nsist o f inco me fro m co ntinuing  o pera tio ns

be fo re  taxatio n and mino rity interests plus fixed charg es and after deductio n o f the  unremitted pre-tax inco me o f co mpanies
acco unted fo r by the  equity metho d.  Fixed charg es co nsist o f to ta l interest expense , inc luding  o r excluding  interest o n depo sits
as appro pria te , and the  pro po rtio n o f renta l expense  deemed representa tive  o f the  interest fa c to r. Fixed charg es inc lude
dividends and interest pa id o n preferred shares.

 
(17) Impaired asse ts reflec t Bank o f Spain c lassifica tio ns.  Such c lassifica tio ns differ fro m the  c lassifica tio ns applied by U.S. banks in

repo rting  lo ans as no n-accrual, past due , restruc tured and po tentia l pro blem lo ans.  See  “Item 4. Info rmatio n o n the  Co mpany—
B . Business Overview—Financia l Manag ement and Equity Stakes—Classified Assets—Bank o f Spain Classifica tio n
Requirements”  in o ur 20 0 6  Fo rm 20 -F.
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T HE EXCHANGE SERIES 5 PREFERRED SECURIT IES

 
The terms of the exchange Series 5 preferred securities are identical in all material respects to the terms of the restricted Series 5

preferred securities, except that the exchange Series 5 preferred securities have been registered under the Securities Act, and the transfer
restriction and registration rights relating to the restricted Series 5 preferred securities do not apply to the exchange Series 5 preferred
securities. The following summary contains basic information about the exchange Series 5 preferred securities and the restricted Series 5
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 5 preferred securities, see
“Description of exchange Series 5 preferred securities.”
 
Is sue r  Santande r Finance  Pre fe rre d, S.A. Unipe rsonal
   
Guarantor  Banco Santande r,  S.A.
   
T he  e xchange  Se rie s  5

pre fe rre d se curitie s  
Up to 24,000,000 6.50% Non-Cumulative  Guarante e d Se rie s  5 Pre fe rre d Se curitie s ,  par value
$25 pe r se curity of Santande r Finance  Pre fe rre d, S.A. Unipe rsonal,  which have  be e n
re gis te re d unde r the  Se curitie s  Act (CUSIP No. 80281R805 and ISIN No. US80281R8051).

   
Dis tribution Payme nt Date s  January 31, April 30, July 31 and Octobe r 31 of e ach ye ar,  comme ncing January 31, 2008.
   
Liquidation Pre fe re nce  $25.00
   
Re de mption Price  $25.00
   
Guarante e

 
T he  Guarantor will fully and unconditionally guarante e  the  payme nt of Dis tributions , the
Liquidation Dis tribution and the  Re de mption Price  with re spe ct to the  e xchange  Se rie s  5
pre fe rre d se curitie s . Se e  “De scription of the  Guarante e .”

   
Ranking

 

T he  e xchange  Se rie s  5 pre fe rre d se curitie s  will rank (a) junior to all liabilitie s  of the  Is sue r
including subordinate d liabilitie s ,  (b) pari passu with e ach othe r and with any othe r se rie s  of
Pre fe rre d Se curitie s  of the  Is sue r and (c) se nior to the  Is sue r’s  ordinary share s . T he  Guarante e
will rank (a) junior to all liabilitie s  of the  Guarantor,  including subordinate d liabilitie s  (othe r than
any guarante e  or contractual right e xpre ss ly ranking e qually with or subordinate d to the
Guarante e ) (b) pari passu with the  mos t se nior Pre fe rre d Se curitie s  is sue d by the  Guarantor and
any obligations  of the  Guarantor unde r any guarante e  is sue d by it re lating to any Pre fe rre d
Se curitie s  is sue d by any Subs idiary; and (c) se nior to the  Guarantor’s  ordinary share s .

   
  “Pre fe rre d Se curitie s” me ans  (as  the  case  may be ) any pre fe rre d se curitie s  (participaciones

preferentes)
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is sue d unde r Spanish Law 13/1985, or othe r se curitie s  or ins trume nts  e quivale nt to pre fe rre d
se curitie s  is sue d by the  Is sue r,  or by any othe r subs idiary of the  Guarantor which are  e ntitle d to
the  be ne fit of a guarante e  ranking pari passu with the  Guarantor’s  obligations  unde r the
Guarante e , or any such se curitie s  or ins trume nts  is sue d by the  Guarantor and ranking pari passu
with the  Guarantor’s  obligations  unde r the  Guarante e .

   
Cle arance  and se ttle me nt

 

T he  e xchange  Se rie s  5 pre fe rre d se curitie s  will be  is sue d in book-e ntry form through the
facilitie s  of DT C for the  accounts  of its  participants  and will trade  in DT C’s  same  day funds
se ttle me nt sys te m. Be ne ficial inte re s ts  in e xchange  Se rie s  5 pre fe rre d se curitie s  he ld in book-
e ntry form will not be  e ntitle d to re ce ive  phys ical de live ry of ce rtificate d note s , e xce pt in
ce rtain limite d circumstance s . For a de scription of ce rtain factors  re lating to cle arance  and
se ttle me nt,  se e  “De scription of e xchange  Se rie s  5 pre fe rre d se curitie s .”

   
Spanish Withholding T ax

Re quire me nts

 

Unde r curre nt Spanish laws  and re gulations , dis tributions  made  to a holde r of the  e xchange
Se rie s  5 pre fe rre d se curitie s  by the  Is sue r will not be  subje ct to taxation in Spain and no
withholding tax will be  re quire d on such dis tribution, e xce pt in the  case  of dis tributions  to (a)
individual holde rs  who are  re s ide nt for tax purpose s  in Spain; (b) holde rs  who re ce ive
payme nts  through a T ax Have n (as  de fine d in Royal De cre e  1080/1991, of 5th July, as
ame nde d); and (c) holde rs  who fail to comply with the  tax ce rtification proce dure s  de scribe d in
de tail in Anne xe s  A and B.  In the  case  of (a),  (b),  or (c),  the  Is sue r and Guarantor will withhold
Spanish withholding tax at the  rate  of 18% from any payme nt in re spe ct of the  e xchange  Se rie s  5
pre fe rre d se curitie s ,  including in conne ction with any impute d income  aris ing from an
e xchange .  For a discuss ion of the  tax conse que nce s  of,  and limitations  on, the  payme nt of
additional amounts  with re spe ct to any withholding taxe s , se e  “T axation—Spanish T ax
Cons ide rations .”

   
Lis ting

 

Application will be  made  to lis t the  e xchange  Se rie s  5 pre fe rre d se curitie s  on the  Ne w York
Stock Exchange . T he  re s tricte d Se rie s  5 pre fe rre d se curitie s  are  curre ntly lis te d on the  London
Stock Exchange  and, upon e xchange  for e xchange  Se rie s  5 pre fe rre d se curitie s ,  the  re s tricte d
Se rie s  5 pre fe rre d se curitie s  will continue  to be  so lis te d unle ss  all of the  re s tricte d Se rie s  5
pre fe rre d se curitie s  are  e xchange d for e xchange  Se rie s  5 pre fe rre d se curitie s ,  in which case ,
the  re s tricte d Se rie s  5 pre fe rre d se curitie s  will be
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  de lis te d from the  London Stock Exchange .
   
Paying Age nt  T he  Bank of Ne w York.
 
 

RISK FACT ORS
 

You should care fully cons ide r all of the  information containe d in this  prospe ctus  prior to making a de cis ion to te nde r your
re s tricte d Se rie s  5 pre fe rre d se curitie s  in the  e xchange  offe r. In particular,  we  urge  you to care fully cons ide r the  information se t
forth unde r “Risk Factors” in this  prospe ctus  and in Banco Santande r’s  Annual Re port on Form 20-F for the  ye ar e nde d De ce mbe r
31, 2006 for a discuss ion of risks  and unce rtaintie s  re lating to us , our bus ine ss , the  e xchange  Se rie s  5 pre fe rre d se curitie s ,  and
the  de cis ion whe the r to te nde r your re s tricte d Se rie s  5 pre fe rre d se curitie s  in the  e xchange  offe r.
 

SUMMARY FINANCIAL INFORMAT ION
 

Ple ase  re fe r to Ite ms  3.A and Ite m 8 of our 2006 Form 20-F and to Ite m 1 and Ite m 7 of our June  30, 2007 Form 6-K.
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RISK FACT ORS

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

F.
 

T he  Issue r and the  Guarantor are  re quire d to provide  ce rtain information re lating to be ne ficial owne rs  to the
Spanish tax authoritie s .  T he  Issue r and the  Guarantor, as  the  case  may be , will withhold Spanish withholding tax from
any payme nt in re spe ct of the  Se rie s  5 pre fe rre d se curitie s  as  to which the  re quire d Be ne ficial Owne r Information has
not be e n provide d, including in conne ction with any impute d income  aris ing from an e xchange  of the  re s tricte d Se rie s  5
pre fe rre d se curitie s  for the  e xchange  Se rie s  5 pre fe rre d se curitie s  unde r this  e xchange  offe r.
 

Unde r Spanish Law 13/1985 (as  ame nde d by Law 19/2003 and Law 23/2005) and Royal De cre e  2281/1998, as  ame nde d by
Royal De cre e  1778/2004 (which will be  re place d by Royal De cre e  1065/2007 as  of January 1, 2008), the  Is sue r and the  Guarantor
are  re quire d to provide  ce rtain information re lating to be ne ficial owne rs  to the  Spanish tax authoritie s . T his  information include s  the
ide ntity and country of re s ide nce  of e ach be ne ficial owne r that re ce ive s  a payme nt on the  Se rie s  5 pre fe rre d se curitie s  or obtains
impute d income  de riving from the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  pre fe rre d se curitie s  unde r an
e xchange  offe r,  including, any impute d income  that may arise  from the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for
e xchange  Se rie s  5 pre fe rre d se curitie s  unde r this  e xchange  offe r,  and mus t be  obtaine d with re spe ct to e ach dis tribution re cord
date  or e xchange  offe r e xpiry date , as  the  case  may be , by the  fourth Ne w York Bus ine ss  Day be fore  the  re le vant dis tribution
re cord date  or the  e xchange  offe r e xpiry date , as  the  case  may be , or,  unde r ce rtain circumstance s , by 9:45 a.m. (Ne w York City
time ) on the  fourth Ne w York Bus ine ss  Day following the  re le vant dis tribution re cord date  or e xchange  offe r e xpiry date , as  the
case  may be , and file d by the  Is sue r and the  Guarantor with the  Spanish tax authoritie s  on an annual bas is . “Ne w York Bus ine ss
Day” me ans  any day othe r than a Saturday or Sunday or a day on which banking ins titutions  or trus t companie s  in T he  City of Ne w
York are  re quire d or authoriz e d by law, re gulation or e xe cutive  orde r to close . If DT C or the  dire ct or indire ct participants  in DT C
fail for any re ason to provide  the  Is sue r and the  Guarantor (through Acupay) with the  re quire d information de scribe d unde r
“T axation—Spanish T ax Cons ide rations—Evide ncing of Be ne ficial Owne r Re s ide ncy in Conne ction with Dis tributions  and Income
Obtaine d from the  Exchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s” in re spe ct of
the  be ne ficial owne r of any of the  Se rie s  5 pre fe rre d se curitie s ,  the  Is sue r or the  Guarantor,  as  the  case  may be , will be  re quire d to
withhold tax and will pay dis tributions  in re spe ct of such Se rie s  5 pre fe rre d se curitie s  ne t of the  withholding tax applicable  to such
payme nts  and any income  impute d in conne ction with any e xchange  of the  Se rie s  5 pre fe rre d se curitie s  (curre ntly at the  rate  of
18%). In the  e ve nt that the  amount of the  withholding tax to be  colle cte d in conne ction with the  e xchange  of the  Se rie s  5 pre fe rre d
se curitie s  e xce e ds  the  amount of the  dis tribution (ne t of withholding applicable  to that dis tribution) imme diate ly following such
e xchange , the  se curitie s  is sue d in the  e xchange  may be  withhe ld from de live ry by the  Is sue r or an age nt on its  be half and, to the
e xte nt ne ce ssary, sold in orde r to ge ne rate  proce e ds  sufficie nt to satis fy such withholding tax.  Se e  Anne x A.  T he  proce e ds
re aliz e d from such a sale  may be  le ss  than the  proce e ds  that you would re aliz e  we re  you to se ll the  Se rie s  5 pre fe rre d se curitie s
yourse lf or we re  such Se rie s  5 pre fe rre d se curitie s  to be  sold at anothe r time . If withholding occurs  due  to failure  to provide  the
re quire d tax information through Acupay, affe cte d be ne ficial owne rs  would have  to e ithe r follow the  quick re fund proce dure  or
apply dire ctly to the  Spanish tax authoritie s  for any re fund to which the y may be  e ntitle d. Se e  “T axation—Spanish T ax
Cons ide rations—Evide ncing of Be ne ficial Owne r Re s ide ncy in Conne ction with Dis tributions  and Income  Obtaine d from the
Exchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s”. T he  Is sue r and the  Guarantor will
not pay any additional amounts  with re spe ct to any such withholding.
 

As of the  date  of this  prospe ctus , the  impute d income  for Spanish tax purpose s  that would arise  we re  this  e xchange  offe r to
e xpire  on the  date  he re of would be  US $0 pe r US $1,000 aggre gate  liquidation pre fe re nce  of pre fe rre d se curitie s  e xchange d.
 

T he  Issue r and the  Guarantor have  agre e d to provide  ce rtain proce dure s  arrange d by Acupay and DT C to
facilitate  the  colle ction of information conce rning the  ide ntity and re s ide nce  of be ne ficial owne rs  through the  re le vant
participants  in DT C. If the  agre e d proce dure s  prove  ine ffe ctive  or if the  re le vant participants  in DT C fail to provide
and ve rify the  re quire d information as  of e ach Dis tribution Re cord Date , the  Issue r or
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the  Guarantor, as  the  case  may be , will withhold at the  the n-applicable  rate  (curre ntly 18%) from any payme nt in
re spe ct of the  Se rie s  5 pre fe rre d se curitie s  as  to which the  agre e d proce dure s  prove  ine ffe ctive  or have  not be e n
followe d including in conne ction with any impute d income  aris ing from an e xchange  of the  re s tricte d Se rie s  5 pre fe rre d
se curitie s  for the  e xchange  Se rie s  5 pre fe rre d se curitie s ,  and ne ithe r the  Issue r nor the  Guarantor will pay any
additional amounts  with re spe ct to any such withholding.
 

T he  de live ry of the  re quire d be ne ficial owne r ide ntity and country of re s ide nce  information mus t be  made  through the  re le vant
dire ct or indire ct participants  in DT C in accordance  with the  proce dure s  se t forth unde r “T axation — Spanish T ax Cons ide rations
— Evide ncing of Be ne ficial Owne r Re s ide ncy in Conne ction with Dis tributions  and Income  Obtaine d from the  Exchange  of
re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s”. Each such DT C participant mus t provide  the
re quire d information in re spe ct of all of the  be ne ficial owne rs  holding inte re s ts  through such participant as  of e ach Dis tribution
Re cord Date , and ne ithe r the  Is sue r nor the  Guarantor shall be  re spons ible  for any DT C participant’s  failure  to do so. Such failure
may arise  as  a re sult of the  failure  of an indire ct DT C participant holding through a dire ct DT C participant to provide  the  ne ce ssary
information in a time ly manne r. In the  e ve nt of any e rror in a dire ct DT C participant’s  compliance  with the se  proce dure s , Acupay
will se e k to notify such dire ct DT C participant of any de ficie ncie s  in the  information provide d by such dire ct DT C participant,  and
in the  e ve nt such dire ct DT C participant fails  to corre ct such de ficie ncie s  in a time ly manne r, the  Is sue r or the  Guarantor,  as  the
case  may be , will withhold at the  the n-applicable  rate  from any payme nt in re spe ct of the  Se rie s  5 pre fe rre d se curitie s  including in
conne ction with any impute d income  aris ing from an e xchange  of the  re s tricte d Se rie s  5 pre fe rre d se curitie s  for the  e xchange
Se rie s  5 pre fe rre d se curitie s  he ld through such dire ct DT C participant. Ne ithe r the  Is sue r nor the  Guarantor will pay any additional
amounts  with re spe ct to any such withholding. In orde r to obtain a re fund of any amounts  withhe ld, affe cte d be ne ficial owne rs  will
have  to e ithe r follow the  quick re fund proce dure  or apply dire ctly to the  Spanish tax authoritie s  for any re fund to which the y may be
e ntitle d, as  de scribe d unde r “T axation—Spanish T ax Cons ide rations—Evide ncing of Be ne ficial Owne r Re s ide ncy in Conne ction
with Dis tributions  and Income  Obtaine d from the  Exchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5
pre fe rre d se curitie s”, and ne ithe r the  Is sue r nor the  Guarantor shall be  re spons ible  for any damage  or loss  incurre d by be ne ficial
owne rs  in conne ction with such proce dure s .
 

T he  Se rie s  5 pre fe rre d se curitie s  may be  subje ct to ce rtain Spanish taxation if the y are  not lis te d on an Organiz e d
Marke t in an OECD Country.
 

If the  Se rie s  5 pre fe rre d se curitie s  are  not lis te d on an organiz e d marke t in an OECD country on any Dis tribution Re cord Date ,
dis tributions  to be ne ficial owne rs  not re s ide nt in Spain for tax purpose s  in re spe ct of the  Se rie s  5 pre fe rre d se curitie s  may be
subje ct to withholding tax, and if the  Se rie s  5 pre fe rre d se curitie s  are  not so lis te d at any ye ar e nd, Spanish Ne t We alth T ax may
apply.  Se e  “T axation—Spanish T ax Cons ide rations—T ax Rule s  for pre fe rre d se curitie s  not Lis te d on an Organiz e d Marke t in an
OECD Country.”  T he  Is sue r inte nds  to make  application for the  e xchange  Se rie s  5 pre fe rre d se curitie s  to be  trade d on the  Ne w
York Stock Exchange  but no assurance s  can be  give n that such lis ting will be  comple te d by any Dis tribution Re cord Date  or ye ar
e nd.
 
Distributions  on the  pre fe rre d se curitie s  are  not cumulative .
 

Dis tributions  on the  Se rie s  5 pre fe rre d se curitie s  are  not cumulative . Dis tributions  may not be  paid in full,  or at all,  if the
Guarantor doe s  not have  sufficie nt Dis tributable  Profits  or if the  Guarantor is  limite d in making payme nts  on its  ordinary share s  or on
othe r Pre fe rre d Se curitie s  is sue d by the  Guarantor in accordance  with limitations  conte mplate d in the  Spanish banking capital
ade quacy re gulations . If Dis tributions  for any dis tribution pe riod are  not paid by re ason of the  above  limitations , inve s tors  will not
be  e ntitle d to re ce ive  such Dis tributions  (or any payme nt unde r the  Guarante e  in re spe ct of such Dis tributions ) whe the r or not funds
are  or subse que ntly be come  available .
 
T he  Se rie s  5 pre fe rre d se curitie s  have  no fixe d re de mption date  and inve s tors  have  no rights  to call for re de mption of
the  Se rie s  5 pre fe rre d se curitie s .
 

T he  Se rie s  5 pre fe rre d se curitie s  have  no fixe d final re de mption date  and holde rs  have  no rights  to call for the  re de mption of
the  Se rie s  5 pre fe rre d se curitie s . Although the  Se rie s  5 pre fe rre d se curitie s  may be  re de e me d at the  option of the  Is sue r on or
afte r January 31, 2017, the re  are  limitations  on re de mption of the  Se rie s  5 pre fe rre d se curitie s ,  including Bank of Spain conse nt and
the  availability of sufficie nt funds  to e ffe ct re de mption.
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T he  Guarantor’s  obligations  unde r the  Guarante e  are  limite d to the  amounts  of the  payme nts  due  unde r the  Se rie s  5
pre fe rre d se curitie s .
 

T he  Guarantor’s  obligation to make  payme nts  unde r the  Guarante e  is  limite d to the  e xte nt of the  amounts  due  unde r the  Se rie s
5 pre fe rre d se curitie s . A dis tribution will not be  paid unde r the  Se rie s  5 pre fe rre d se curitie s  if the  aggre gate  of such dis tribution,
toge the r with any othe r dis tributions  pre vious ly paid during the  the n-curre nt fiscal ye ar and propose d to be  paid during the  the n-
curre nt dis tribution pe riod, in e ach case  on or in re spe ct of the  Se rie s  5 pre fe rre d se curitie s ,  any Pre fe rre d Se curitie s  of the
Guarantor,  or any othe r Pre fe rre d Se curitie s  is sue d by the  Is sue r or by any othe r subs idiary of the  Guarantor with the  be ne fit of a
guarante e  of the  Guarantor,  in e ach case  ranking e qually as  to participation in profits  with the  Guarantor’s  obligations  unde r the
Guarante e , would e xce e d the  Guarantor’s  Dis tributable  Profits  of the  imme diate ly pre ce ding fiscal ye ar. Eve n if Dis tributable
Profits  are  sufficie nt,  the  Guarantor will not be  obligate d to make  any payme nt unde r the  Guarante e  if unde r the  applicable  Spanish
banking re gulations  re lating to capital ade quacy re quire me nts  affe cting financial ins titutions  which fail to me e t the ir re quire d capital
ratios  on a pare nt company bas is  only or on a consolidate d bas is ,  the  Guarantor would be  pre ve nte d at such time  from making
payme nts  on its  ordinary share s  or on pre fe rre d se curitie s  is sue d by the  Guarantor. In the  e ve nt of the  liquidation, dis solution or
winding-up of the  Guarantor or a re duction in the  share holde r’s  e quity of the  Guarantor pursuant to article  169 of the  Spanish
Corporations  Law, the  Is sue r shall be  liquidate d by the  Guarantor,  and inve s tors  will have  no right to se e k payme nt of amounts
unde r the  Guarante e  that would e xce e d the  amount inve s tors  would have  be e n able  to re ce ive  had inve s tors  be e n inve s tors  in
dire ctly is sue d Pre fe rre d Se curitie s  of the  Guarantor and had all othe r Pre fe rre d Se curitie s  of the  Is sue r or of any othe r subs idiary
of the  Guarantor be e n is sue d by the  Guarantor. Unde r no circumstance s  doe s  the  Guarante e  provide  for acce le ration of any
payme nts  on, or re payme nt of,  the  Se rie s  5 pre fe rre d se curitie s .
 
T he  Guarantor is  not re quire d to pay inve s tors  unde r the  Guarante e  unle ss  it firs t make s  othe r re quire d payme nts .
 

T he  Guarantor’s  obligations  unde r the  Guarante e  will rank junior to all of its  liabilitie s  to cre ditors  and claims  of holde rs  of
se nior and subordinate d ranking se curitie s . In the  e ve nt of the  winding-up, liquidation or dis solution of the  Guarantor,  its  asse ts
would be  available  to pay obligations  unde r the  Guarante e  only afte r the  Guarantor has  made  all payme nts  on such liabilitie s  and
claims .
 
Your right to re ce ive  dis tributions  unde r the  Se rie s  5 pre fe rre d se curitie s  and the  Guarante e  is  junior to ce rtain othe r
obligations  of the  Issue r and the  Guarantor.
 

T he  Se rie s  5 pre fe rre d se curitie s  and the  Guarante e  will be , re spe ctive ly, the  Is sue r’s  and the  Guarantor’s  unse cure d
obligations , and will rank junior to any of the  Is sue r’s  and the  Guarantor’s  pre se nt and future  se nior and subordinate d
inde bte dne ss .
 

As of June  30, 2007, the  Guarantor had approximate ly €81,922 million of outs tanding unconsolidate d inde bte dne ss  (including
guarante e s  of subs idiary inde bte dne ss ) to which its  obligations  unde r the  Guarante e  of the  re s tricte d Se rie s  5 pre fe rre d se curitie s
will rank junior,  and €4,994 million of pre fe rre d se curitie s  is sue d by subs idiarie s  guarante e d by the  Guarantor,  with which its
obligations  unde r the  Guarante e  of the  re s tricte d Se rie s  5 pre fe rre d se curitie s  will rank pari passu. In addition, the  Guarante e  is
s tructurally subordinate d to all inde bte dne ss  of subs idiarie s  of the  Guarantor insofar as  any right of the  Guarantor,  as  a share holde r
of such subs idiarie s ,  to re ce ive  any asse ts  of any of its  subs idiarie s  upon the  insolve ncy, liquidation, dis solution or winding-up or
othe r s imilar proce e ding of any of the m will,  subje ct to applicable  law, be  e ffe ctive ly subordinate d to the  claims  of any such
subs idiary’s  cre ditors  (including trade  cre ditors  and holde rs  of de bt or guarante e s  is sue d by such subs idiary). As  of June  30,
2007, subs idiarie s  of the  Guarantor had an aggre gate  total of €181,690 million of outs tanding inde bte dne ss  and €3,034 million of
pre fe rre d share s  not guarante e d by the  Guarantor and €52,866 million outs tanding inde bte dne ss  and €4,994 million of pre fe rre d
se curitie s  guarante e d by the  Guarantor.
 

As of the  date  of this  prospe ctus , the  Is sue r did not have  any se nior or subordinate d inde bte dne ss  and has  is sue d and
outs tanding $190 million Se rie s  1 Pre fe rre d Se curitie s ,  €300 million Se rie s  2 Pre fe rre d Se curitie s ,  €200 million Se rie s  3 Pre fe rre d
Se curitie s ,  $500 million Se rie s  4 Pre fe rre d Se curitie s ,  $350 million Se rie s  6 Pre fe rre d Se curitie s  and GBP 250 million Se rie s  7
Pre fe rre d Se curitie s  which rank pari passu to the  Is sue r’s  obligations  unde r the  Se rie s  5 Pre fe rre d Se curitie s .
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Non-payme nt of dis tributions  may adve rse ly affe ct the  trading price  of the  Se rie s  5 pre fe rre d se curitie s .
 

If in the  future , payme nts  are  limite d on the  Se rie s  5 pre fe rre d se curitie s  be cause  the  Guarantor has  insufficie nt Dis tributable
Profits ,  the  Se rie s  5 pre fe rre d se curitie s  may trade  at a lowe r price . If inve s tors  se ll the  Se rie s  5 pre fe rre d se curitie s  during such a
pe riod, inve s tors  may not re ce ive  the  same  price  as  an inve s tor who doe s  not se ll its  Se rie s  5 pre fe rre d se curitie s  until sufficie nt
Dis tributable  Profits  are  available  to re sume  dis tribution payme nts . In addition, be cause  the  Guarantor’s  obligation to make
payme nts  unde r the  Guarante e  is  limite d to the  e xte nt of the  unde rlying payme nt obligations  on the  Se rie s  5 pre fe rre d se curitie s
which may be  limite d due  to insufficie nt Dis tributable  Profits ,  the  marke t price  for the  Se rie s  5 pre fe rre d se curitie s  may be  more
volatile  than othe r se curitie s  that do not re fle ct the se  limitations .
 
You may be  unable  to e nforce  judgme nts  obtaine d in U.S . courts  agains t the  Issue r or the  Guarantor.
 

All of the  Is sue r’s  dire ctors  and subs tantially all the  dire ctors  and e xe cutive  office rs  of the  Guarantor are  not re s ide nts  of the
Unite d State s ,  and subs tantially all the  asse ts  of the se  companie s  are  locate d outs ide  of the  Unite d State s . As  a conse que nce , you
may not be  able  to e ffe ct se rvice  of proce ss  on the se  non-U.S. re s ide nt dire ctors  and e xe cutive  office rs  in the  Unite d State s  or to
e nforce  judgme nts  agains t the m outs ide  of the  Unite d State s . T he  Is sue r and the  Guarantor have  be e n advise d by the ir Spanish
counse l that the re  is  doubt as  to whe the r a Spanish court would e nforce  a judgme nt of liability obtaine d in the  Unite d State s  agains t
the  Is sue r or the  Guarantor pre dicate d sole ly upon the  se curitie s  laws  of the  Unite d State s . Se e  “Enforce ability of Ce rtain Civil
Liabilitie s”.
 
T he re  may not be  a liquid trading marke t for the  e xchange  Se rie s  5 pre fe rre d se curitie s ,  which could limit your ability
to se ll your e xchange  Se rie s  5 pre fe rre d se curitie s  in the  future .
 

T he  e xchange  Se rie s  5 pre fe rre d se curitie s  are  be ing offe re d to the  holde rs  of re s tricte d Se rie s  5 pre fe rre d se curitie s . T he
e xchange  Se rie s  5 pre fe rre d se curitie s  will cons titute  a ne w is sue  of se curitie s  for which, prior to the  e xchange  offe r,  the re  had
be e n no public marke t,  and the  e xchange  Se rie s  5 pre fe rre d se curitie s  may not be  wide ly dis tribute d. Accordingly, an active
trading marke t for the  e xchange  Se rie s  5 pre fe rre d se curitie s  may not de ve lop. If a marke t for any of the  e xchange  Se rie s  5
pre fe rre d se curitie s  doe s  de ve lop, the  price  of such e xchange  Se rie s  5 pre fe rre d se curitie s  may fluctuate  and liquidity may be
limite d. If a marke t for any of the  e xchange  Se rie s  5 pre fe rre d se curitie s  doe s  not de ve lop, purchase rs  may be  unable  to re se ll
such e xchange  Se rie s  5 pre fe rre d se curitie s  for an e xte nde d pe riod of time , if at all.
 
Your failure  to te nde r re s tricte d Se rie s  5 pre fe rre d se curitie s  in the  e xchange  offe r may affe ct the ir marke tability.
 

If re s tricte d Se rie s  5 pre fe rre d se curitie s  are  te nde re d for e xchange  and acce pte d in the  e xchange  offe r,  the  trading marke t,
if any, for the  unte nde re d and te nde re d but unacce pte d re s tricte d Se rie s  5 pre fe rre d se curitie s  will be  adve rse ly affe cte d. Your
failure  to participate  in the  e xchange  offe r will subs tantially limit,  and may e ffe ctive ly e liminate , opportunitie s  to se ll your re s tricte d
Se rie s  5 pre fe rre d se curitie s  in the  future .
 

Santande r Finance  is sue d re s tricte d Se rie s  5 pre fe rre d se curitie s  in a private  place me nt e xe mpt from the  re gis tration
re quire me nts  of the  Se curitie s  Act. Accordingly, you may not offe r,  se ll or othe rwise  trans fe r your re s tricte d Se rie s  5 pre fe rre d
se curitie s  e xce pt in compliance  with the  re gis tration re quire me nts  of the  Se curitie s  Act and any othe r applicable  se curitie s  laws , or
pursuant to an e xe mption from the  se curitie s  laws , or in a transaction not subje ct to the  se curitie s  laws . If you do not e xchange  your
re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s  in the  e xchange  offe r,  or if you do not prope rly
te nde r your re s tricte d Se rie s  5 pre fe rre d se curitie s  in the  e xchange  offe r,  your re s tricte d Se rie s  5 pre fe rre d se curitie s  will
continue  to be  subje ct to the se  trans fe r re s trictions  afte r comple tion of the  e xchange  offe r. In addition, afte r the  comple tion of the
e xchange  offe r,  you will no longe r be  able  to obligate  us  to re gis te r the  re s tricte d Se rie s  5 pre fe rre d se curitie s  unde r the
Se curitie s  Act.
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USE OF PROCEEDS
 

T he  Is sue r or Guarantor will not re ce ive  any cash proce e ds  from the  is suance  of the  e xchange  Se rie s  5 pre fe rre d se curitie s
pursuant to the  e xchange  offe r. T he  e xchange  Se rie s  5 pre fe rre d se curitie s  will be  e xchange d for re s tricte d Se rie s  5 pre fe rre d
se curitie s  as  de scribe d in this  prospe ctus  upon our re ce ipt of re s tricte d Se rie s  5 pre fe rre d se curitie s . T he  Is sue r will cance l all of
the  re s tricte d Se rie s  5 pre fe rre d se curitie s  surre nde re d in e xchange  for the  e xchange  Se rie s  5 pre fe rre d se curitie s . Accordingly,
the  is suance  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  will not ge ne rate  any proce e ds  to us .
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MANAGEMENT ’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDIT ION

AND RESULT S OF OPERAT IONS
 

Ple ase  re fe r to Ite m 5 of our 2006 Form 20-F and to Ite m 5 of our June  30, 2007 Form 6-K.
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BUSINESS

 
Ple ase  re fe r to Ite m 4 of our 2006 Form 20-F.
 

About the  Issue r
 

T he  Is sue r,  which is  a wholly owne d subs idiary of the  Guarantor,  was  incorporate d by a public de e d e xe cute d on Fe bruary
27, 2004, and re gis te re d in the  Me rcantile  Re gis try of Madrid on March 2, 2004, as  a company with unlimite d duration and with
limite d liability unde r the  laws  of Spain (sociedad anónima). T he  Is sue r was  forme d to is sue  pre fe rre d se curitie s  in various  marke ts
and de pos it the  ne t proce e ds  with the  Bank. As  of the  date  of this  prospe ctus , the  share  capital of the  Is sue r is  €150,500 divide d
into 1,505 ordinary share s  of par value  €100.00 e ach, all of the m is sue d and fully paid and e ach of a s ingle  class . T he  Is sue r is  a
financing ve hicle  for the  Group and has  no subs idiary companie s . T he  Is sue r has  no mate rial asse ts  othe r than inte r-company de bt
with affiliate s . For so long as  any pre fe rre d se curitie s  re main outs tanding, the  Is sue r’s  e xclus ive  activitie s  shall be  the  is suance  of
pre fe rre d se curitie s ,  the  de pos it of proce e ds  of such is suance s  with the  Bank and othe r activitie s  incide ntal the re to. With the
e xce ption of Spanish re se rve  re quire me nts  which mus t be  me t prior to the  payme nt of divide nds  and provided that divide nds  may
only be  dis tribute d out of income  for the  pre vious  ye ar or out of unre s tricte d re se rve s  and provide d furthe r that the  ne t worth of the
Issue r mus t not,  as  a re sult of the  dis tribution, fall be low its  paid-in share  capital (capital social),  the re  are  no re s trictions  on the
Guarantor’s  ability to obtain funds  from the  Is sue r through divide nds , loans  or othe rwise .
 

As of the  date  of this  prospe ctus , the  Is sue r did not have  any se nior or subordinate d inde bte dne ss  and has  is sue d and
outs tanding $190 million Se rie s  1 Pre fe rre d Se curitie s ,  €300 million Se rie s  2 Pre fe rre d Se curitie s ,  €200 million Se rie s  3 Pre fe rre d
Se curitie s ,  $500 million Se rie s  4 Pre fe rre d Se curitie s ,  $600 million Se rie s  5 Pre fe rre d Se curitie s ,  $350 million Se rie s  6 Pre fe rre d
Se curitie s  and GBP 250 million Se rie s  7 Pre fe rre d Se curitie s  which will rank pari passu among the mse lve s .
 

T he  principal office  of the  Is sue r is  locate d in the  Guarantor’s  principal e xe cutive  office s  at Ciudad Grupo Santande r,  Ave nida
de  Cantabria s /n, 28660 Boadilla de l Monte , Madrid, Spain, and its  te le phone  numbe r is  +34-91-257-2057.
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RAT IO OF EARNINGS T O COMBINED FIXED CHARGES AND PREFERRED ST OCK DIVIDENDS
 

T he  following table  se ts  forth our ratio of e arnings  to combine d fixe d charge s  and pre fe rre d s tock divide nds  for the  pe riods
indicate d:

 
EU-IFRS*:
 
  As o f December 31,   As o f June 30 ,  
  2 0 0 4   2 0 0 5   2 0 0 6   2 0 0 7  

  

Including
interest o n
depo sits   

Excluding
interest o n
depo sits   

Including
interest o n
depo sits   

Excluding
interest o n
depo sits   

Including
interest o n
 depo sits   

Excluding
 interest o n
 depo sits   

Including
 interest o n
 depo sits   

Excluding
 interest o n
 depo sits  

Ratio  o f Earning s to  Fixed
Charg es (1)   1.39    1.90    1.31    1.82    1.35    1.77    1.40    1.82  

* T he  EU-IFRS re quire d to be  applie d unde r Bank of Spain’s  circular 4/2004.
 
U.S. GAAP:
 
  Year end December 31,   As o f June 30 ,  
  20 0 2   20 0 3   20 0 4   20 0 5   20 0 6   20 0 7  

  

Including
interest

o n
depo sits   

Excluding
interest

o n
depo sits   

Including
interest

o n
depo sits   

Excluding
interest

o n
depo sits   

Including
interest

o n
depo sits   

Excluding
interest

o n
depo sits   

Including
interest

o n
depo sits   

Excluding
interest

o n
depo sits   

Including
interest

o n
depo sits   

Excluding
interest

o n
depo sits   

Including
interest

o n
depo sits   

Excluding
interest

o n
depo sits  

Ratio  o f
earning s
to  fixed
charg es
(2)   1.22   1.6 1   1.30    1.79    1.38   1.9 2   1.32   1.85   1.35   1.78   1.38   1.79  
Ratio  o f
earning s
to
co mbined
fixed
charg es
and
preferred
sto ck
dividends
(3)   1.18   1.49    1.26    1.6 4   1.38   1.9 2   1.32   1.83   1.35   1.76    1.38   1.78 
 

(1) For the  purpose  of calculating the  ratio of e arnings  to fixe d charge s , e arnings  cons is t of income  from continuing ope rations
be fore  taxation and minority inte re s ts  plus  fixe d charge s  and afte r de duction of the  unre mite d pre -tax income  of companie s
accounte d for by the  e quity me thod. Fixe d charge s  cons is t of total inte re s t e xpe nse , including or e xcluding inte re s t on de pos its  as
appropriate ,  and the  proportion of re ntal e xpe nse  de e me d re pre se ntative  of the  inte re s t factor. Fixe d charge s  include  divide nds
and inte re s t paid on the  pre fe rre d share s .
 
(2) For the  purpose  of calculating the  ratio of e arnings  to fixe d charge s , e arnings  cons is t of income  from continuing ope rations
be fore  taxation and minority inte re s ts ,  plus  fixe d charge s  and afte r de duction of the  unre mitte d pre -tax income  of companie s
accounte d for by the  e quity me thod. Fixe d charge s  cons is t of total inte re s t e xpe nse , including or e xcluding inte re s t on de pos its  as
appropriate ,  and the  proportion of re ntal e xpe nse  de e me d re pre se ntative  of the  inte re s t factor.
 
(3) For the  purpose  of calculating the  ratio of e arnings  to combine d fixe d charge s  and pre fe rre d s tock divide nds , e arnings  cons is t
of income  from continuing ope rations  be fore  taxation and minority inte re s t,  plus  fixe d charge s  and afte r de duction of the  unre mitte d
pre -tax income  of companie s  accounte d for by the  e quity me thod. Fixe d charge s  cons is t of total inte re s t e xpe nse , including or
e xcluding inte re s t on de pos its  as  appropriate ,  pre fe rre d s tock divide nd re quire me nts  (corre sponding to minority inte re s t
participation and, accordingly, not e liminate d in consolidation),  and the  proportion of re ntal e xpe nse  de e me d re pre se ntative  of the
inte re s t factor. Pre fe rre d s tock divide nds  for any ye ar re pre se nt the  amount of pre -tax e arnings  re quire d to pay divide nds  on
pre fe rre d s tock outs tanding during such ye ar. Unde r the  EU-IFRS re quire d to be  applie d unde r Bank of Spain’s  Circular 4/2004 all
payme nts  from pre fe rre d se curitie s  are  accounte d for as  inte re s t e xpe nse s  and conse que ntly this  ratio is  not ne ce ssary.
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CAPIT ALIZAT ION

 
T he  following table  se ts  forth the  capitaliz ation and inde bte dne ss  of the  Group on an unaudite d consolidate d bas is

calculate d in accordance  with the  EU-IFRS re quire d to be  applie d unde r Bank of Spain’s  Circular 4/2004 as  of June  30, 2007.  T he
e xchange  Se rie s  5 pre fe rre d se curitie s  will be  e xchange d for re s tricte d Se rie s  5 pre fe rre d se curitie s  as  de scribe d in this
prospe ctus  upon our re ce ipt of re s tricte d Se rie s  5 pre fe rre d se curitie s . T he  Is sue r will cance l all of the  re s tricte d Se rie s  5
pre fe rre d se curitie s  surre nde re d in e xchange  for the  e xchange  Se rie s  5 pre fe rre d se curitie s . Accordingly, the  is suance  of the
e xchange  Se rie s  5 pre fe rre d se curitie s  will not ge ne rate  any proce e ds  to us .
 
  As o f June 30 , 2 0 0 7 
  ( millio ns o f Euro s)  
  Actual  

Outstanding inde bte dne ss    
Short-te rm inde bte dne ss   22,420 
Long-te rm inde bte dne ss (1)   248,557 
      Of which: Pre fe rre d se curitie s (2)   7,365 
T otal inde bte dne ss   270,977 

     
Stockholde rs ’ e quity     
Share s , s tate d value  €0.50 e ach   3,127 
Share s  he ld by consolidate d companie s   (109)
Re se rve s   37,249 
Divide nds   (768)
Valuation adjus tme nts   1,886 
Ne t income  attribute d to the  Group (3)   4,458 
T otal share holde rs ’ e quity   45,843  

     
Pre fe rre d share s   664 
Minority inte re s t   2,304 

     
T otal capitaliz ation and inde bte dne ss   319,788  

(1) Include s  all outs tanding bonds , de be nture s  and subordinate d de bt (including pre fe rre d se curitie s ) as  of June  30, 2007.
 
(2) Unde r the  EU-IFRS re quire d to be  applie d unde r Bank of Spain’s  Circular 4/2004, pre fe rre d se curitie s ,  such as  the

e xchange  Se rie s  5 pre fe rre d se curitie s ,  are  accounte d for as  subordinate d de bt. None the le ss ,  for Bank of Spain
re gulatory capital purpose s , such pre fe rre d se curitie s  are  tre ate d as  T ie r 1 capital ins trume nts .

 
(3) For the  pe riod from January 1, 2007 to June  30, 2007.
 
T he  following are  the  principal transactions  made  by the  Group and its  subs idiarie s  affe cting the  capitaliz ation of the  Group afte r
June  30, 2007:
 
 · Abbe y National T re asury Se rvice s  is sue d €129.2 million, HKD1,170 million, JPY36,170 million, MXN1,965 million,

GBP84 million and US$145.87 million of se nior de bt.
 
 · Bane s to Financial Products  plc,  is sue d GBP3.5 million, CHF30 million, €259.43 million, JPY6,000 million and US$93,23

million of se nior de bt.
 
 · Santande r Bane spa Cayman is sue d BRL36.97 million and US$73.67 million of se nior de bt.
 
 · Santande r Inte rnational De bt,  S.A. Unipe rsonal is sue d €2,400 million, GBP125 million and MXN1,100 million of se nior

de bt.
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 · Santande r Is suance s  SAU is sue d €1,741 million, GBP800 million and MXN4,677 of subordinate d de bt.
  
 · Banco Santande r,  S.A. is sue d €1,900 million of  Mortgage  De bt.
 
 · Banco Santande r Chile  is sue d UF22  million of se nior de bt.
 
 · Santande r Consume r Finance  is sue d €150 million of Mortgage  de bt.
   
 · Santande r Pe rpe tual,  S.A.U. is sue d USD1,500 million of subordinate d de bt.
 
 · Santande r Finance  Pre fe rre d, S.A. is sue d GBP250 million of pre fe rre d se curitie s
   
 · Santande r Emisora 150, S.A. Unipe rsonal is sue d €7,000 million of conve rtible  se curitie s
 
 · Banco Santande r,  S.A. is sue d €7,000 million of conve rtible  bonds  which was  subscribe d by Santande r Emisora 150,

S.A.
   
 · Santande r US De bt,  S.A.U. is sue d US$3,000 million of se nior de bt.
 
 · T he  Group re de e me d CAD275 million, €161.25 million, GBP85.46 million, HKD570 million, JPY5,800 million, FRF110

million, NZD100, CHF21 million and US$417.02 million of se nior de bt is sue d by Abbe y National T re asury Se rvice s .
 
 · T he  Group re de e me d €10 million and JPY500 million of se nior de bt is sue d by Abbe y National Structure d Is sue d, Ltd.
 
 · T he  Group re de e me d US$500 million of pre fe rre d se curitie s  is sue d by Abbe y National,  Plc.
 
 · T he  Group re de e me d US$78.04 million of subordinate d de bt is sue d by Banco Santande r Chile .
 
 · T he  Group re de e me d €44 million of se nior de bt is sue d by Bane s to Is suance s  Ltd.
 
 · T he  Group re de e me d €649.24 million and JPY2,300 million of se nior de bt is sue d by Bane s to Financial Products  Plc.
 
 · T he  Group re de e me d US$125 million of pre fe rre d se curitie s  is sue d by Pinto T otta Int. Finance .
 
 · T he  Group re de e me d US$125 million of subordinate d de bt is sue d by Banco Santande r T otta,  S.A.
 
 · T he  Group re de e me d US$113.79 million and BRL102.79 million of se nior de bt is sue d by Santande r Bane spa Cayman.
 
 · T he  Group re de e me d DEM300 million of se nior de bt is sue d by Santande r Inte rnational Limite d Cayman.
 
 · T he  Group re de e me d €100 million of se nior de bt is sue d by Santande r Inte rnational De bt,  S.A..
   
 · T he  Group re de e me d €650 million, FRF2,300 million and CAD300 million of se nior de bt is sue d by Santande r Int. De bt,

S.A.U.
   
 · T he  Group re de e me d €1,250 million of se nior de bt is sue d by Banco Español de  Cré dito, S.A.
 
 · T he  Group re de e me d US$931 million and €3,000 million of Mortgage  de bt is sue d by Banco Santande r,  S.A.
 
 · T he  Group re de e me d US$1,750 million of se nior de bt is sue d by Santande r US De bt,  S.A.U.
   
 · T he  Group re de e me d BRL9.80 million of se nior de bt is sue d by Bane spa.
 
 · T he  Group re de e me d  €8.18 million of subordinate d de bt is sue d by CC-Bank AG.
   
 · T he  Group re de e me d US$10 million of se nior de bt is sue d by Banco Rio de  la Plata.
   
 · On Augus t 1, 2007, the  Guarantor paid a firs t divide nd on account of the  e arnings  for the  2007 fiscal ye ar in the  gross

amount of €0.12294 pe r share .
   
 · On Nove mbe r 1, 2007 the  Guarantor paid a se cond divide nd on account of the  e arnings  for the  2007 fiscal ye ar in the

gross  amount of €0.12294 pe r share .
 

As of June  30, 2007, Banco Santande r’s  paid-in share  capital was  €3,127,148,289.50, re pre se nte d by a s ingle  class  of
6,254,296,579 book-e ntry Banco Santande r share s  with a nominal value  of €0.50 e ach. Banco Santande r’s  share  capital has  not



change d s ince  that date .
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Ple ase  re fe r to Ite m 3.A and Ite m 8 of our 2006 Form 20-F and to Ite m 1 and Ite m 7 of our June  30, 2007  Form 6-K.
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RECENT  DEVELOPMENT S

 
Update  on acquis ition of ABN AMRO
 

On May 28, 2007, Santande r,  T he  Royal Bank of Scotland Group plc (“RBS”) and Fortis  N.V. / Fortis  SA/NV (toge the r,
“Fortis” and, toge the r with Santande r and RBS, the  “Consortium” or the  “Banks”),  toge the r with RFS Holdings  B.V. (“RFS
Holdings”),  a ne wly-incorporate d company that is  27.9% owne d by Santande r,  38.3% owne d by RBS and 33.8% owne d by Fortis ,
e xe cute d an agre e me nt (the  “Share holde rs ’ Agre e me nt”) gove rning the  making of a te nde r offe r for all the  ordinary share s  of ABN
Amro Holding N.V. (“ABN Amro”), the  rule s  for the  manage me nt of ABN Amro following the  succe ss ful conclus ion of such offe r,
the  divis ion of ce rtain ABN Amro bus ine sse s  among the  Banks  and the  joint manage me nt by the  Consortium or the  sale  of the  othe r
bus ine sse s  of ABN Amro following the  above -me ntione d te nde r offe r (on the  te rms  and conditions  e s tablishe d at any time , as
ame nde d or subs titute d, the  “T e nde r Offe r”).
 

T he  Consortium made  the  T e nde r Offe r on July 20, 2007. Unde r the  te rms  and subje ct to the  conditions  e s tablishe d in the
T e nde r Offe r docume nts ,  RFS Holdings  offe re d to e xchange  e ach ABN Amro ordinary share  for €35.60 in cash and 0.296 ne wly-
is sue d RBS ordinary share . On the  bas is  of the  lis ting price  of the  RBS share s  at the  close  of the  marke t on July 13, 2007, the  las t
RBS trading day prior to the  announce me nt of the  te rms  of the  T e nde r Offe r on July 16, 2007, the  value  of the  cons ide ration
offe re d by the  Consortium in the  T e nde r Offe r was  €38.40 for e ach ABN Amro ordinary share .
 

Also on July 20, 2007, RFS Holdings  made  a te nde r offe r for all pre fe rre d (forme rly conve rtible ) share s  of ABN Amro,
offe ring €27.65 in cash for e ach such share .  On Octobe r 4, 2007, RFS Holdings  made  a te nde r offe r for all the  de pos itory re ce ipts
re pre se nting ABN Amro conve rtible  financing pre fe re nce  share s .
 

T he  te rms  and conditions  of the  T e nde r Offe r are  se t forth in the  re gis tration s tate me nt file d by RBS with the  SEC on July 20,
2007 and the  te nde r offe r s tate me nt on Sche dule  T O file d by the  Banks  with the  SEC on July 23, 2007 (as  ame nde d or subs titute d,
the  “T e nde r Offe r Docume nts”).
 

T he  initial pe riod for acce pting the  T e nde r Offe r e nde d on Octobe r 5, 2007. On Octobe r 10, 2007, the  Consortium de clare d
the  T e nde r Offe r unconditional and announce d a subse que nt offe r pe riod, e nding on Octobe r 31, 2007 at 3:00 p.m. (Amste rdam
time ), for the  T e nde r Offe r.
 

On Octobe r 17, 2007, the  se ttle me nt of the  T e nde r Offe r and re sulting acquis ition by RFS Holdings  of a controlling inte re s t in
ABN Amro took place . In compliance  with its  obligations  unde r the  Share holde rs ’ Agre e me nt,  Santande r contribute d to RFS
Holdings  the  amount of approximate ly €17.2 billion toward the  cons ide ration payable  with re spe ct to the  T e nde r Offe r and the
acquis ition of the  pre fe rre d share s  te nde re d in the  offe r.
 

On Nove mbe r 2, 2007, the  Bank announce d that share s  re pre se nting approximate ly 98.8% of ABN Amro’s  voting rights
(e xcluding tre asury share s  he ld by ABN Amro) have  be e n te nde re d to or will be  contribute d by the  Banks  to RFS Holdings .  RFS
Holdings  inte nds  to cause  the  de lis ting of ABN Amro share s , and inte nds  to acquire  100% of ABN Amro’s  is sue d and outs tanding
share  capital in the  shorte s t poss ible  time  through the  appropriate  le gal proce ss .
 

T he  Consortium plans  to re s tructure  ABN Amro in accordance  with the  te rms  of the  Share holde rs ’ Agre e me nt,  with e ach
Consortium me mbe r acquiring ce rtain bus ine sse s  of ABN Amro. Initially, the  othe r bus ine sse s  of ABN Amro will be  jointly owne d
by the  Consortium, although such bus ine sse s  are  e xpe cte d to be  dispose d of in the  future .  Santande r’s  indire ct e quity s take  of
approximate ly 27.9% of the  share s  that RFS Holdings  holds  in ABN Amro give s  it the  right to:
 
 (1) acquire  the  following principal bus ine sse s  of ABN Amro (colle ctive ly, the  “Santande r ABN Amro Bus ine sse s”)

once  the  applicable  re gulatory and compe tition authoriz ations  have  be e n obtaine d:
 
 - Latin Ame rica bus ine ss  unit (e xcluding whole sale  banking cus tome rs  o uts id e  Braz il),  including, in

particular,  Banco Re al in Braz il; and
 
 - Banca Antonve ne ta in Italy;
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 (2) the  cons ide ration, afte r de duction of the  inte re s ts  of the  minority share holde rs  of ABN Amro, that ABN Amro

obtains  from the  announce d sale  of Inte rbank and DMC Consume r Finance , a bus ine ss  spe cializ ing in consume r
finance  in T he  Ne the rlands ; and

 
 (3) a n e quity s take  of approximate ly 27.9% in the  bus ine sse s  of ABN Amro that are  initially not e xpe cte d to be

dis tribute d among the  me mbe rs  of the  Consortium (including ABN Amro’s  risk capital activitie s ,  its  e quity s take s
in Capitalia and in Saudi Hollandi and Prime  Bank).

 
T he  re s tructuring of ABN Amro is  subje ct to a se rie s  of re gulatory authoriz ations  and approvals . Such authoriz ations  and

approvals  may be  subje ct to conditions , including dive s tme nt obligations . Compliance  with the  conditions  that may be  impose d, if
any, may de lay the  finaliz ation of the  proce dure  for re organiz ing ABN Amro, re duce  the  be ne fits  e xpe cte d from the  acquis ition of
the  Santande r ABN Amro Bus ine sse s , impose  additional cos ts  on the  Group or limit the  re ve nue s  that the  Group obtains  afte r the
comple tion of the  ABN Amro re organiz ation.
 

In addition, although the  Share holde rs ’ Agre e me nt contains  me chanisms  for ABN Amro asse ts  to be  re allocate d or trans fe rre d
be twe e n the  Banks  whe re  it is  e s tablishe d that the  asse t in que s tion is  owne d by a Bank on te rms  othe r than those  agre e d to, othe r
dispute s  may arise  with re spe ct to compliance  with the  provis ions  of the  Share holde rs ’ Agre e me nt that would be  re solve d in
accordance  with the  proce dure s  se t forth in such agre e me nt. Although the se  proce dure s  have  be e n de s igne d to swiftly re solve
poss ible  conflicts  that might arise , the y may re sult in a de lay in imple me ntation of the  re organiz ation of ABN Amro. Unde r any of
the se  circumstance s , the  growth opportunitie s ,  re ve nue , cos t savings  and othe r be ne fits  anticipate d by the  Group with re spe ct to
the  acquis ition of the  Santande r ABN Amro Bus ine sse s  may not be  achie ve d as  e xpe cte d, or at all,  or may be  de laye d. T o the
e xte nt that the  Group incurs  highe r inte gration cos ts  or achie ve s  lowe r re ve nue s  or fe we r cos t savings  than e xpe cte d, the  Group’s
re sults  of ope rations , financial condition and the  lis ting price  of its  ordinary share s  and ADSs  may be  affe cte d.
 

Sale of Banca Antonveneta
 

On Nove mbe r 8, 2007, Santande r announce d that it had re ache d an agre e me nt with Monte  de i Paschi di Sie na for the  sale  of
Banca Antonve ne ta for a total cons ide ration of €9 billion. T he  transaction is  subje ct to the  approval of the  re le vant authoritie s .
Inte rbanca, the  divis ion of corporate  banking of Banca Antonve ne ta was  not include d in the  sale .
 

Financing of the Tender Offer for ABN Amro
 

T he  acquis ition of RFS Holdings ’ share holde rs  in ABN Amro has  be e n finance d with contributions  to RFS Holdings  by the
me mbe rs  of the  Consortium, in proportion to the  e quity inte re s t e ach he ld in RFS Holdings  at the  time  of se ttle me nt of the  T e nde r
Offe r.
 

T he  Bank raise d its  share  of the  total cons ide ration to be  paid in the  T e nde r Offe r through (a) a €7 billion is suance  of
se curitie s  (the  “Exchange able  Se curitie s”) by a subs idiary of Santande r that are  mandatorily e xchange able  for se curitie s
mandatorily conve rtible  into ne w Santande r ordinary share s ; (b) inte rnal financial re source s , including asse t disposals ; and (c) short
te rm borrowings  to be  re finance d initially with the  proce e ds  of (i) a share  capital incre ase  via a rights  offe ring, and (ii) ce rtain
is suance s  of subordinate d de bt.
 

During Octobe r 2007, Santande r succe ss fully conclude d the  place me nt of the  Exchange able  Se curitie s  and se ve ral is suance s
of subordinate d de bt.
 

During the  months  of June  and July, Santande r carrie d out ce rtain asse t sale s ,  like  its  re maining 1.79% s take  in Inte sa Sanpaolo
and its  pe ns ion fund manage me nt companie s  (AFPs  by the ir Spanish acronym) in Me xico, Chile ,  Colombia and Uruguay, and
announce d the  sale  and le ase back of mos t of its  re al e s tate  asse ts  in Spain.
 

In this  re spe ct,  we  have  made  the  following announce me nts  afte r our filing of the  Re gis tration State me nt on Form F-4 on
Octobe r 23, 2007:
 

i)   On Nove mbe r 14, 2007, the  Group announce d that it had re ache d an agre e me nt with ING Groe p NV for the  sale  to such
e ntity of its  s take  in the  pe ns ion fund manage r Oríge ne s  AFJP and in the  annuity provide r

 
27



 
Oríge ne s  Se guros  de  Re tiro, in Arge ntina, for a total cons ide ration of $ 166 million (€ 114 million). T he  sale  ge ne rate s  a capital
gain of approximate ly $ 126 million (€ 86 million) for Santande r.

 
T his  transaction is  subje ct to re gulatory approval in Arge ntina and is  e xpe cte d to close  be fore  ye ar e nd 2007.

 
ii) On Nove mbe r 14, 2007, Banco Santande r announce d that it had sold te n re al e s tate  prope rtie s  to two companie s  of Grupo

Ponte gade a for a total cons ide ration of € 458 million, obtaining a capital gain of approximate ly € 216 million for the  Group. Banco
Santande r s imultane ous ly e nte re d into a 40-ye ar le ase  of the  prope rtie s ,  re taining a right to re purchase .

iii) On Nove mbe r 23, 2007, Banco Santande r announce d that it had sold 1,152 prope rtie s  to a company be longing to the  Pe arl
Group, whose  main share holde r is  Sun Capital,  for a total cons ide ration of € 2,040 million, ge ne rating an approximate  ne t capital
gain of € 860 million for the  Group. Banco Santande r s imultane ous ly e nte re d into a le ase  agre e me nt for the  above  me ntione d
prope rtie s  for a pe riod of be twe e n 45-47 ye ars ,  re taining a right to re purchase .

Finally, as  a conse que nce  of the  sale  of Banca Antonve ne ta to Monte  de i Paschi di Sie na re fe rre d to above  the  rights  offe ring
which was  originally conte mplate d will not be  carrie d out as  it is  no longe r re quire d to comple te  the  financing of the  acquis ition of
ABN Amro.

Mutua Madrile ña Automovilis ta (“Mutua”)

On Nove mbe r 12, 2007, Banco Santande r announce d that it has  be e n informe d by Mutua – me mbe r of the  Board of Dire ctors
of the  Bank - of its  de cis ion to se ll its  financial s take  in the  share  capital of the  Bank, amounting to 1.17%, for which Mutua had
e nte re d into he dging arrange me nts  in the  marke t.
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T HE EXCHANGE OFFER

 
In a re gis tration rights  agre e me nt date d January 31, 2007 e nte re d into by and among the  Is sue r,  the  Guarantor and the  initial

purchase r of the  re s tricte d Se rie s  5 pre fe rre d se curitie s  (the  “Re gis tration Rights  Agre e me nt”) agre e d, for the  be ne fit of the
holde rs  of the  re s tricte d Se rie s  5 pre fe rre d se curitie s ,  at the  Is sue r’s  and Guarantor’s  cos t,  to:
 
 · use  the  Is sue r’s  and the  Guarantor’s  re asonable  be s t e fforts  to pre pare  and, as  soon as  practicable  within 180 days

following January 31, 2007, file  with the  SEC an e xchange  offe r re gis tration s tate me nt,  or the  Exchange  Offe r
Re gis tration State me nt,  with re spe ct to a propose d e xchange  offe r and the  is suance  and de live ry to the  holde rs ,  in
e xchange  for the  re s tricte d Se rie s  5 pre fe rre d se curitie s ,  of e xchange  Se rie s  5 pre fe rre d se curitie s  having te rms
ide ntical in all mate rial re spe cts  to the  re s tricte d Se rie s  5 pre fe rre d se curitie s  including the  full,  unconditional and
irre vocable  guarante e  by the  Guarantor,  e xce pt that the  e xchange  Se rie s  5 pre fe rre d se curitie s  would not contain te rms
with re spe ct to trans fe r re s trictions  and would not provide  for liquidate d damage s  unde r ce rtain circumstance s  de scribe d
in the  re gis tration rights  agre e me nt;

 
 · use  the  Is sue r’s  and the  Guarantor’s  re asonable  be s t e fforts  to cause  the  Exchange  Offe r Re gis tration State me nt to be

de clare d e ffe ctive  unde r the  Se curitie s  Act within 270 days  of January 31, 2007;
 
 · use  the  Is sue r’s  and the  Guarantor’s  re asonable  be s t e fforts  to ke e p the  Exchange  Offe r Re gis tration State me nt e ffe ctive

until the  clos ing of the  e xchange  offe r;
 
 · use  the  Is sue r’s  and the  Guarantor’s  re asonable  be s t e fforts  to cause  the  e xchange  offe r to be  comple te d not late r than

300 days  following January 31, 2007; and
 
 · provide d that the  e xchange  Se rie s  5 pre fe rre d se curitie s  me e t the  minimum lis ting re quire me nts  of the  Ne w York Stock

Exchange  at the  time  an Exchange  Offe r Re gis tration State me nt is  de clare d e ffe ctive , use  the  Is sue r’s  and the
Guarantor’s  re asonable  be s t e fforts  to lis t the  e xchange  Se rie s  5 pre fe rre d se curitie s  on the  Ne w York Stock Exchange
within 30 days  following an Exchange  Offe r Re gis tration State me nt be ing de clare d e ffe ctive .

 
T he  re gis tration rights  agre e me nt furthe r provide s  that,  if applicable  inte rpre tations  of the  s taff of the  SEC do not pe rmit the

Issue r and the  Guarantor to e ffe ct the  e xchange  offe r,  the  Is sue r and the  Guarantor may e le ct to file  with the  SEC a she lf re gis tration
s tate me nt re lating to re sale s  of the  re s tricte d Se rie s  5 pre fe rre d se curitie s  and solicit that such she lf re gis tration be  de clare d
e ffe ctive  and to ke e p that she lf re gis tration s tate me nt e ffe ctive  until the  e xpiration of the  time  pe riod re fe rre d to in Rule  144(k)
unde r the  Se curitie s  Act,  or such shorte r pe riod that will te rminate  whe n all re s tricte d Se rie s  5 pre fe rre d se curitie s  cove re d by the
she lf re gis tration s tate me nt have  be e n sold.
 

T he  re gis tration rights  agre e me nt also provide s  that,  if a re gis tration de fault,  which me ans  one  of the  following e ve nts ,
occurs : (i) the  Exchange  Offe r Re gis tration State me nt is  not de clare d e ffe ctive  on or prior to the  270 th cale ndar day following
January 31, 2007; (ii) the  e xchange  offe r is  not comple te d on or prior to the  365th cale ndar day following January 31, 2007 and a
she lf re gis tration s tate me nt with re spe ct to the  re s tricte d Se rie s  5 pre fe rre d se curitie s  is  not de clare d e ffe ctive  on or prior to the
365th cale ndar day following January 31, 2007; or (iii) provide d that the  e xchange  Se rie s  5 pre fe rre d se curitie s  me e t the  minimum
lis ting re quire me nts  of the  Ne w York Stock Exchange  at the  time  a re gis tration s tate me nt is  de clare d e ffe ctive , the  e xchange  Se rie s
5 pre fe rre d se curitie s  are  not lis te d on the  Ne w York Stock Exchange  on or prior to the  30 th cale ndar day afte r a re gis tration
s tate me nt has  be e n de clare d e ffe ctive ; liquidate d damage s  shall be  payable  in re spe ct of outs tanding Se rie s  5 pre fe rre d
se curitie s  at the  rate  of (x) one -quarte r of one  pe rce nt (0.25%) pe r annum upon the  occurre nce  of any re gis tration de fault on or
afte r the  270 th cale ndar day following January 31, 2007 and (y) one -half of one  pe rce nt (0.50%) pe r annum upon the  occurre nce  of
any re gis tration de fault on or afte r the  365th cale ndar day following January 31, 2007; provide d, howe ve r, that the  maximum
aggre gate  amount of such liquidate d damage s  will in no e ve nt e xce e d one -half of one  pe rce nt (0.50%) pe r annum in re spe ct of all
re gis tration de faults  occurring at any one  time .  T o the  e xte nt that liquidate d damage s  have  be come  payable  due  to the  occurre nce
of one  of the  re gis tration de faults ,  the n imme diate ly following (1) the  e xchange  offe r,  or (2) the  e ffe ctive ne ss  of a she lf
re gis tration, or (3) the  lis ting of the  e xchange  Se rie s  5 pre fe rre d se curitie s ,  as  the  case  may be  (such e ve nt re fe rre d to in clause s
(1) through (3) above , a “re gis tration re me dy”), the n the  accrual of liquidate d damage s  with re spe ct to that particular re gis tration
de fault will
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ce ase .  Upon the  e arlie r of the  imple me ntation of all ne ce ssary re gis tration re me die s  or the  date  on which the  e xchange  se curitie s
are  e ligible  for sale  pursuant to Rule  144(k) unde r the  Se curitie s  Act or any succe ssor provis ion, the  accrual of liquidate d damage s
will ce ase .
 

If the  she lf re gis tration s tate me nt is  unusable  by the  holde rs  for any re ason for more  than 60 days  in the  aggre gate  in any 365-
day pe riod, the n liquidate d damage s  shall be  payable  in re spe ct of outs tanding the  re s tricte d Se rie s  5 pre fe rre d se curitie s  at the
rate  of 0.50% pe r annum, be ginning on the  61s t day that the  she lf re gis tration s tate me nt ce ase d to be  usable ; provide d, howe ve r,
the  maximum aggre gate  amount of such liquidate d damage s  payable  (inclus ive  of any liquidate d damage s  that are  payable  in
re spe ct of re gis tration de faults ) will in no e ve nt e xce e d one -half of one  pe rce nt (0.50%) pe r annum.  Upon the  she lf re gis tration
s tate me nt once  again be coming available  for use , liquidate d damage s  will ce ase  to be  payable .  Liquidate d damage s  shall be
compute d base d on the  actual numbe r of days  e lapse d in e ach pe riod for which liquidate d damage s  are  payable .
 

T his  de scription of the  re gis tration rights  agre e me nt is  only a summary; you should re fe r to the  re gis tration rights  agre e me nt
for a comple te  de scription of our obligations  and your rights . T he  re gis tration rights  agre e me nt is  file d as  an e xhibit to this
prospe ctus . Se e  “Whe re  You Can Find More  Information” for information about obtaining SEC filings . T he  re gis tration rights
agre e me nt is  also available  upon re que s t made  by writing or calling us  at the  addre ss  and phone  numbe r provide d unde r
“Prospe ctus  Summary.”
 

T he  e xchange  offe r is  not be ing made  to, nor will we  acce pt te nde rs  for e xchange  from, holde rs  of re s tricte d Se rie s  5
pre fe rre d se curitie s  in any jurisdiction in which the  e xchange  offe r or acce ptance  of the  e xchange  offe r would violate  the  se curitie s
or blue  sky laws  of that jurisdiction.
 
London Stock Exchange  Unde rtakings
 

T he  London Stock Exchange  has  be e n informe d of the  comme nce me nt of the  e xchange  offe r and notice  of the
comme nce me nt of the  e xchange  offe r will be  publishe d in the  Financial T ime s , a le ading English language  daily ne wspape r of
ge ne ral circulation in the  Unite d Kingdom.  You may obtain docume nts  re lating to the  e xchange  offe r at the  office s  of the  T ax
Ce rtification and Exchange  Age nt in London, Acupay Sys te m LLC, locate d at Firs t Floor 28 T hrogmorton Stre e t,  London EC2N
2AN.  We  will notify the  London Stock Exchange  of the  re sults  of the  e xchange  offe r as  soon as  it has  be e n comple te d and will
s imultane ous ly publish such notice  in a le ading English language  daily ne wspape r of ge ne ral circulation in the  Unite d Kingdom
(which is  e xpe cte d to be  the  Financial T ime s).
 
T e rms of the  Exchange  Offe r; Pe riod for T e nde ring re s tricte d Se rie s  5 pre fe rre d se curitie s
 

T his  prospe ctus  contains  the  te rms  and conditions  of the  e xchange  offe r. Upon the  te rms  and subje ct to the  conditions
include d in this  prospe ctus , the  Is sue r will acce pt for e xchange , re s tricte d Se rie s  5 pre fe rre d se curitie s  which are  prope rly
te nde re d on or prior to the  Exchange  Offe r Expiry Date , unle ss  you have  pre vious ly withdrawn the m.
 
 · Whe n you te nde r to the  Is sue r re s tricte d Se rie s  5 pre fe rre d se curitie s  as  provide d be low, including by caus ing the

transmiss ion of an Age nt’s  Me ssage  by DT C on your be half to the  T ax Ce rtification and Exchange  Age nt,  you will be
de e me d to re pre se nt and warrant to the  Is sue r that you have  re ad and agre e  to all of the  te rms  and conditions  of the
e xchange  offe r,  and the  Is sue r’s  acce ptance  of the  re s tricte d Se rie s  5 pre fe rre d se curitie s  will cons titute  a binding
agre e me nt be twe e n you and the  Is sue r upon the  te rms  and subje ct to the  conditions  in this  prospe ctus .

 
 · For e ach re s tricte d Se rie s  5 pre fe rre d se curity surre nde re d to the  Is sue r in the  e xchange  offe r,  the  Is sue r will give  you

one  e xchange  Se rie s  5 pre fe rre d se curity.
 
 · T he  Is sue r will ke e p the  e xchange  offe r ope n for not le ss  than 20 bus ine ss  days , or longe r if re quire d by applicable  law,

afte r the  date  that the  Is sue r firs t mails  notice  of the  e xchange  offe r to the  holde rs  of the  re s tricte d Se rie s  5 pre fe rre d
se curitie s . Acupay, on be half of the  Is sue r,  is  se nding this  prospe ctus  on or about the  date  of this  prospe ctus  to DT C, to
DT C participants  holding the  re s tricte d Se rie s  5 pre fe rre d se curitie s  as  of that date  and to all known holde rs  of re s tricte d
Se rie s  5 pre fe rre d se curitie s  as  of that date .
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 · T he  e xchange  offe r e xpire s  at 5:00 p.m., Ne w York City time , on January 16, 2008; provided,  however,  that the  Is sue r,  in

its  sole  discre tion, may e xte nd the  pe riod of time  for which the  e xchange  offe r is  ope n. T he  te rm “Exchange  Offe r Expiry
Date ” me ans  5:00 p.m., Ne w York City time , on January 16, 2008 or,  if e xte nde d by us , the  late s t time  and date  to which
the  e xchange  offe r is  e xte nde d.

 
 · As of the  date  of this  prospe ctus , $600,000,000.00 in aggre gate  principal amount of the  re s tricte d Se rie s  5 pre fe rre d

se curitie s  we re  outs tanding. T he  e xchange  offe r is  not conditione d upon any minimum principal amount of re s tricte d
Se rie s  5 pre fe rre d se curitie s  be ing te nde re d.

 
 · T he  Is sue r’s  obligation to acce pt re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  in the  e xchange  offe r is  subje ct to

the  conditions  de scribe d in the  se ction calle d “Conditions  to the  Exchange  Offe r” be low.
 
 · T he  Is sue r e xpre ss ly re se rve s  the  right,  at any time , to e xte nd the  pe riod of time  during which the  e xchange  offe r is

ope n, and the re by de lay acce ptance  of any re s tricte d Se rie s  5 pre fe rre d se curitie s ,  by giving oral or writte n notice  of an
e xte ns ion to the  T ax Ce rtification and Exchange  Age nt and notice  of that e xte ns ion to the  holde rs  as  de scribe d be low.
During any e xte ns ion, all re s tricte d Se rie s  5 pre fe rre d se curitie s  pre vious ly te nde re d will re main subje ct to the  e xchange
offe r unle ss  withdrawal rights  are  e xe rcise d. Any re s tricte d Se rie s  5 pre fe rre d se curitie s  not acce pte d for e xchange  for
any re ason will be  re turne d without e xpe nse  to the  te nde ring holde r as  promptly as  practicable  afte r the  e xpiration or
te rmination of the  e xchange  offe r.

 
 · T he  Is sue r e xpre ss ly re se rve s  the  right to ame nd or te rminate  the  e xchange  offe r,  and not to acce pt for e xchange  any

re s tricte d Se rie s  5 pre fe rre d se curitie s  that the  Is sue r has  not ye t acce pte d for e xchange , if any of the  conditions  of the
e xchange  offe r spe cifie d be low unde r “Conditions  to the  Exchange  Offe r” are  not satis fie d.

 
 · T he  T ax Ce rtification and Exchange  Age nt on be half of the  Is sue r will give  oral or writte n notice  of any e xte ns ion,

ame ndme nt, te rmination or non-acce ptance  de scribe d above  to holde rs  of the  re s tricte d Se rie s  5 pre fe rre d se curitie s  as
promptly as  practicable . If the  Is sue r e xte nds  the  Exchange  Offe r Expiry Date , the  T ax Ce rtification and Exchange  Age nt
on be half of the  Is sue r will give  notice  by me ans  of a pre ss  re le ase  or othe r public announce me nt no late r than 9:00 a.m.,
Ne w York City time , on the  bus ine ss  day afte r the  pre vious ly sche dule d Exchange  Offe r Expiry Date . Without limiting the
manne r in which we  may choose  to make  any public announce me nt and subje ct to applicable  law, we  will have  no
obligation to publish, adve rtise  or othe rwise  communicate  any public announce me nt othe r than by is suing a re le ase  to the
Dow Jone s  Ne ws  Se rvice .

 
 · Holde rs  of re s tricte d Se rie s  5 pre fe rre d se curitie s  do not have  any appraisal or dis se nte rs ’ rights  in conne ction with the

e xchange  offe r.
 
 · Re s tricte d Se rie s  5 pre fe rre d se curitie s  which are  not te nde re d for e xchange  or are  te nde re d but not acce pte d in

conne ction with the  e xchange  offe r will re main outs tanding, but will be  subje ct to trans fe r re s trictions  and will not be
e ntitle d to any furthe r re gis tration rights  unde r the  re gis tration rights  agre e me nt.

 
 · T he  Is sue r inte nds  to conduct the  e xchange  offe r in accordance  with the  applicable  re quire me nts  of the  Se curitie s  Act

and the  Exchange  Act and the  rule s  and re gulations  of the  SEC the re unde r.
 
 · By te nde ring to the  Is sue r re s tricte d Se rie s  5 pre fe rre d se curitie s ,  including caus ing the  transmiss ion of an Age nt’s

Me ssage  by DT C on your be half to the  T ax Ce rtification and Exchange  Age nt,  you will be  making the  re pre se ntations
de scribe d be low to the  Is sue r. Se e  “—Re sale  of the  e xchange  Se rie s  5 pre fe rre d se curitie s .”

 
Important rules concerning the exchange offer
 
You should note  that:
 
•      All que s tions  as  to the  validity, form, e ligibility,  time  of re ce ipt and acce ptance  of re s tricte d Se rie s  5 pre fe rre d se curitie s

te nde re d for e xchange  will be  de te rmine d by the  Is sue r in its  sole  discre tion, which de te rmination shall be  final and binding.
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•      T he  Is sue r re se rve s  the  absolute  right to re je ct any and all te nde rs  of any particular re s tricte d Se rie s  5 pre fe rre d

se curitie s  not prope rly te nde re d or to not acce pt any particular re s tricte d Se rie s  5 pre fe rre d se curitie s  which acce ptance  might,  in
the  Is sue r’s  judgme nt or the  judgme nt of the  Is sue r’s  counse l,  be  unlawful.
 

T he  Is sue r also re se rve s  the  absolute  right to waive  any de fe cts  or irre gularitie s  or conditions  of the  e xchange  offe r as  to any
particular re s tricte d Se rie s  5 pre fe rre d se curitie s  e ithe r be fore  or afte r the  Exchange  Offe r Expiry Date , including the  right to waive
the  ine ligibility of any holde r who se e ks  to te nde r re s tricte d Se rie s  5 pre fe rre d se curitie s  in the  e xchange  offe r. Unle ss  the  Is sue r
agre e s  to waive  any de fe ct or irre gularity in conne ction with the  te nde r of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange ,
you mus t cure  any de fe ct or irre gularity within any re asonable  pe riod of time  as  we  shall de te rmine .
 

T he  Is sue r’s  inte rpre tation of the  te rms  and conditions  of the  e xchange  offe r as  to any particular re s tricte d Se rie s  5 pre fe rre d
se curitie s  e ithe r be fore  or afte r the  Exchange  Offe r Expiry Date  shall be  final and binding on all partie s .
 

Ne ithe r the  Is sue r,  the  T ax Ce rtification and Exchange  Age nt nor any othe r pe rson shall be  unde r any duty to give  notification
of any de fe ct or irre gularity with re spe ct to any te nde r of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange , nor shall any of
the m incur any liability for failure  to give  any notification.
 
Proce dure s  for te nde ring re s tricte d Se rie s  5 pre fe rre d se curitie s
 

T he  T ax Ce rtification and Exchange  Age nt will,  on be half of the  Is sue r,  acce pt an AT OP agre e me nt with DT C, and will
arrange  with DT C for AT OP to be  utiliz e d for purpose s  of the  e xchange  offe r promptly afte r the  date  of this  prospe ctus . If you, as
the  holde r of re s tricte d Se rie s  5 pre fe rre d se curitie s ,  wish to te nde r your re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  in
the  e xchange  offe r,  you mus t ins truct your bank or broke r to furthe r ins truct the  DT C participant through which your re s tricte d
Se rie s  5 pre fe rre d se curitie s  are  he ld, to te nde r your re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  through DT C’s  AT OP
by 5:00 p.m., Ne w York City time , on January 16, 2008 which is  the  Exchange  Offe r Expiry Date . You may be  aske d to comple te
and se nd a Cus tome r Ins tructions  Form, a copy of which you will re ce ive  from the  T ax Ce rtification and Exchange  Age nt along with
this  prospe ctus , ins te ad of providing ve rbal ins tructions  to te nde r for e xchange , so ple ase  che ck with your broke r or account
e xe cutive  in advance  of the  Exchange  Offe r De adline  to de te rmine  the  pre fe rre d proce dure . Whe n you te nde r to the  Is sue r
re s tricte d Se rie s  5 pre fe rre d se curitie s ,  including the  transmiss ion of an Age nt’s  Me ssage  by DT C on your be half to the  T ax
Ce rtification and Exchange  Age nt,  you will be  de e me d to re pre se nt and warrant to the  Is sue r that you have  re ad and agre e  to all of
the  te rms  and conditions  of the  e xchange  offe r,  and the  Is sue r’s  acce ptance  of the  re s tricte d Se rie s  5 pre fe rre d se curitie s  will
cons titute  a binding agre e me nt be twe e n you and the  Is sue r upon the  te rms  and subje ct to the  conditions  in this  prospe ctus .
 

T he  custodial e ntity holding your re s tricte d Se rie s  5 pre fe rre d se curitie s  may pre scribe  a de adline  which is
diffe re nt than ours , so ple ase  che ck with such e ntity to e nsure  that the y re ce ive  your ins tructions  to te nde r for e xchange
in time  to transmit the m through DT C and to the  T ax Ce rtification and Exchange  Age nt for re ce ipt be fore  the  Exchange
Offe r Expiry Date .
 

In orde r to avoid the  18% withholding tax re quire d by Spanish tax law, the  DT C participant through which your
re s tricte d Se rie s  5 pre fe rre d se curitie s  are  he ld must also submit your be ne ficial owne r ide ntity and re s ide nce
information re quire d by Spanish tax law and se t forth in Anne x B (the  “Be ne ficial Owne r Exchange  Information”) in
re spe ct of any income  that may be  impute d to you as  a be ne ficial owne r of re s tricte d Se rie s  5 pre fe rre d se curitie s  in
conne ction with the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s .
 

FOR FURT HER INFORMAT ION ON T HE PROCEDURES FOR T AX RELIEF AT  SOURCE AND FOR EXCHANGES
OF REST RICT ED PREFERRED SECURIT IES, SEE ART ICLE II OF ANNEX A T O T HIS PROSPECT US.
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Acce ptance  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for Exchange ; De live ry of e xchange  Se rie s  5 pre fe rre d
se curitie s ; Exchange  Se ttle me nt
 

On the  Exchange  Offe r Expiry Date , the  Is sue r will announce  the  numbe r of e xchange  offe rs  acce pte d through notice  to
Acupay, the  Paying Age nt and DT C.
 

Once  all of the  conditions  to the  e xchange  offe r are  satis fie d or waive d, the  Is sue r will acce pt,  promptly afte r the  Exchange
Offe r Expiry Date , all re s tricte d Se rie s  5 pre fe rre d se curitie s  prope rly te nde re d and will is sue  the  e xchange  Se rie s  5 pre fe rre d
se curitie s  promptly afte r acce ptance  of the  re s tricte d Se rie s  5 pre fe rre d se curitie s . Se e  “Conditions  to the  Exchange  Offe r”
be low. For purpose s  of the  e xchange  offe r,  the  Is sue r’s  giving of oral or writte n notice  of our acce ptance  to the  T ax Ce rtification
and Exchange  Age nt will be  cons ide re d our acce ptance  of the  e xchange  offe r.
 

In all case s , the  Is sue r will is sue  e xchange  Se rie s  5 pre fe rre d se curitie s  in e xchange  for re s tricte d Se rie s  5 pre fe rre d
se curitie s  that are  acce pte d for e xchange  only afte r time ly re ce ipt by the  T ax Ce rtification and Exchange  Age nt of an Age nt’s
Me ssage , a me ssage  transmitte d by DT C and re ce ive d by the  T ax Ce rtification and Exchange  Age nt,  which s tate s  that DT C has
re ce ive d an e xpre ss  acknowle dgme nt from a participant in DT C te nde ring re s tricte d Se rie s  5 pre fe rre d se curitie s ,  that such
participant has  re ce ive d this  prospe ctus  and agre e s  to be  bound by the  te rms  of the  e xchange  offe r se t forth he re in and that the
Issue r may e nforce  such agre e me nt agains t such participant.  De live ry of the  Age nt’s  Me ssage  se t forth he re in by DT C will satis fy
the  te rms  of the  e xchange  offe r as  to the  te nde r of the  re s tricte d Se rie s  5 pre fe rre d se curitie s  he ld by the  participant ide ntifie d in
the  Age nt’s  Me ssage .
 

If the  Is sue r doe s  not acce pt any te nde re d re s tricte d Se rie s  5 pre fe rre d se curitie s  for any re ason include d in the  te rms  and
conditions  of the  e xchange  offe r,  the  Is sue r will re le ase  any unacce pte d or non-e xchange d re s tricte d Se rie s  5 pre fe rre d se curitie s
without e xpe nse  to the  te nde ring holde r by re le ase  of such non-e xchange d re s tricte d Se rie s  5 pre fe rre d se curitie s  in the  account
in which the y are  maintaine d with DT C as  promptly as  practicable  afte r the  e xpiration or te rmination of the  e xchange  offe r.
 

On or prior to the  Exchange  Se ttle me nt Date , the  Is sue r will transmit (i) to the  Paying Age nt an e xchange  Se rie s  5 pre fe rre d
se curity for authe ntication and (ii) to DT C (or the  Paying Age nt as  cus todian for DT C) such e xchange  Se rie s  5 pre fe rre d se curity,
re gis te re d in the  name  of DT C’s  nomine e , Ce de  & Co. for de live ry in book-e ntry form to the  re le vant be ne ficial owne rs  of the
re s tricte d Se rie s  5 pre fe rre d se curitie s . T he  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d
se curitie s  shall be  irre vocable  and the  e xchange  Se rie s  5 pre fe rre d se curitie s  may not be  conve rte d to re s tricte d Se rie s  5
pre fe rre d se curitie s .  T he  te rms  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  shall be  binding upon any subse que nt holde r of
such e xchange  Se rie s  5 pre fe rre d se curitie s .
 

By 3:00 p.m. Ne w York City time  on the  Exchange  Se ttle me nt Date , DT C shall confirm to Acupay the  de live ry to e ach re le vant
DT C participant of the  re le vant quantity of e xchange  Se rie s  5 pre fe rre d se curitie s ,  as  adjus te d for any Exchange  Withholding T ax
Sale  (as  de fine d be low) proce dure s  ne ce ssary in accordance  with paragraph E.2 of Article  II of Anne x A, in e xchange  for a
comparable  quantity of re s tricte d Se rie s  5 pre fe rre d se curitie s .  Notice  of the  consummation of such e xchange  ope rations  shall be
promptly communicate d to the  Is sue r and the  Paying Age nt via the  Acupay Sys te m.
 
Exchange  Withholding T ax
 

In the  e ve nt that the  amount of Spanish withholding tax to be  colle cte d from a DT C participant pursuant to the  e xchange  of
re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s ,  as  calculate d in accordance  with paragraph B.3
of Article  II of Anne x A, doe s  not e xce e d the  amount of cash dis tribution income  payable  to such DT C participant on the
Dis tribution Payme nt Date  imme diate ly succe e ding the  Exchange  Se ttle me nt Date  (afte r any ne ce ssary withholding with re spe ct to
such cash payme nt is  made  on such Dis tribution Payme nt Date ),  the  Is sue r will ins truct the  Paying Age nt to, and the  Paying Age nt
will,  de duct the  amount of cash ne ce ssary to satis fy such Spanish withholding tax liability from such cash dis tribution on such
imme diate ly succe e ding Dis tribution Payme nt Date . Any amounts  so de ducte d by the  Paying Age nt to satis fy the  re le vant DT C
participant’s  withholding tax liability will be  promptly transmitte d to the  Is sue r,  and Acupay will promptly confirm any such de duction
to the  re le vant DT C participant.
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In the  e ve nt that the  amount of Spanish withholding tax to be  colle cte d from a DT C participant pursuant to the  e xchange  of

re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s ,  as  calculate d in accordance  with paragraph B.3
of Article  II of Anne x A, e xce e ds  the  cash dis tribution income  payable  to such DT C participant on the  dis tribution payme nt date
imme diate ly succe e ding the  Exchange  Se ttle me nt Date  (afte r any ne ce ssary withholding with re spe ct to such cash payme nt is  made
on such dis tribution payme nt date ),  the  Is sue r will (i) ins truct the  Paying Age nt to withhold from de live ry on the  Exchange  Se ttle me nt
Date  and (ii) se ll or arrange  for the  sale  in the  se condary marke t of an appropriate  quantity of e xchange  Se rie s  5 pre fe rre d
se curitie s ,  base d on the  valuations  re ce ive d by the  Is sue r (or Acupay on its  be half) on the  Exchange  Offe r Expiry Date , as  may be
ne ce ssary to provide  cash in sufficie nt amounts  to me e t such DT C participant’s  withholding tax liability with re spe ct to the
e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  to e xchange  Se rie s  5 pre fe rre d se curitie s  (the  “Exchange  Withholding T ax
Sale ”). T he  Is sue r’s  de te rmination of the  numbe r of e xchange  Se rie s  5 pre fe rre d se curitie s  that may be  withhe ld from de live ry and
offe re d for sale  to satis fy re le vant DT C participant’s  withholding tax liability (including the  withholding from de live ry of such
numbe r of e xchange  Se rie s  5 pre fe rre d se curitie s  as  may be  de e me d ne ce ssary, in the  sole  opinion of the  Is sue r,  to provide  a
suitable  margin to se cure  the  re sults  of the  Exchange  Withholding T ax Sale ) will be  binding on all partie s . Any amounts  re ce ive d
from the  Exchange  Withholding T ax Sale  ne ce ssary to satis fy the  re le vant DT C participant’s  withholding tax liability will be
promptly transmitte d to the  Is sue r.
 

Upon the  comple tion of the  Exchange  Withholding T ax Sale , the  Is sue r will promptly transmit to the  Paying Age nt,  and dire ct
(in writing) the  Paying Age nt to re mit to the  re le vant DT C participant,  (i) any e xce ss  cash proce e ds , ne t of se lling age nt’s  fe e s  and
e xpe nse s , from the  Exchange  Withholding T ax Sale  (via Fe d-Wire ),  (ii) any e xchange  Se rie s  5 pre fe rre d se curitie s  that we re
pre vious ly withhe ld but re main unsold as  part of the  Exchange  Withholding T ax Sale  (via fre e  de live ry through DT C) and (iii) a
le tte r confirming the  de tails  of the  Exchange  Withholding T ax Sale  and the  re late d calculation of the  amounts  so re mitte d.
 

It is  e xpe cte d that the  fore going proce dure s  in re lation to Exchange  Withholding T ax Sale s  will be  comple te d by the  te nth
Ne w York Bus ine ss  Day following the  Exchange  Se ttle me nt Date .
 

As of the  date  of this  prospe ctus , the  impute d income  for Spanish tax purpose s  that would arise  we re  this  Exchange  Offe r to
e xpire  on the  date  he re of would be  US $0 pe r US $1,000 aggre gate  liquidation pre fe re nce  of pre fe rre d se curitie s  e xchange d.
 
Withdrawal Rights
 

You can withdraw your te nde r of re s tricte d Se rie s  5 pre fe rre d se curitie s  at any time  on or prior to the  e xchange  offe r
e xpiration date .
 

For a withdrawal to be  e ffe ctive , a withdrawal re que s t mus t be  re ce ive d by the  T ax Ce rtification and Exchange  Age nt through
the  facilitie s  of DT C by the  Exchange  Offe r De adline . Any withdrawal re que s t mus t be  submitte d to the  T ax Ce rtification and
Exchange  Age nt through DT C and mus t spe cify:
 
 · the  quantity of the  re s tricte d Se rie s  5 pre fe rre d se curitie s  to be  withdrawn; and

 
 · the  name  and numbe r of the  account at DT C to be  cre dite d with the  withdrawn re s tricte d Se rie s  5 pre fe rre d se curitie s  and

othe rwise  comply with the  proce dure s  of that facility.
 

If you withdraw your re s tricte d Se rie s  5 pre fe rre d se curitie s ,  you must ins truct the  DT C participant through which
your re s tricte d Se rie s  5 pre fe rre d se curitie s  are  he ld to adjust your Be ne ficial Owne r Exchange  Information via
Acupay accordingly in orde r to avoid any misalignme nt be twe e n your DT C participant Exchange  Ins tructions  and your
Be ne ficial Owne r Exchange  Information which could re sult in your be ing paid ne t of Spanish withholding taxe s .
 

Ple ase  note  that all que s tions  as  to the  validity, form, e ligibility and time  of re ce ipt of withdrawal re que s ts  will be  de te rmine d
by the  Is sue r,  and the  Is sue r’s  de te rmination shall be  final and binding on all partie s . Any re s tricte d Se rie s  5 pre fe rre d se curitie s  so
withdrawn will be  cons ide re d not to have  be e n validly te nde re d for e xchange  for purpose s  of the  e xchange  offe r.
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If you have  prope rly withdrawn re s tricte d Se rie s  5 pre fe rre d se curitie s  and wish to re -te nde r the m, you may do so by

following the  proce dure s  de scribe d unde r “Proce dure s  for T e nde ring re s tricte d Se rie s  5 pre fe rre d se curitie s  in e xchange  for
e xchange  Se rie s  5 pre fe rre d se curitie s” above  at any time  on or prior to the  e xchange  offe r e xpiration date .
 
Conditions  to the  Exchange  Offe r and de e me d re pre se ntations
 

Notwiths tanding any othe r provis ions  of the  e xchange  offe r,  the  Is sue r will not be  re quire d to acce pt for e xchange , or to is sue
e xchange  Se rie s  5 pre fe rre d se curitie s  in e xchange  for,  any re s tricte d Se rie s  5 pre fe rre d se curitie s  and may te rminate  or ame nd
the  e xchange  offe r,  if at any time  be fore  the  acce ptance  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  or the  e xchange
of the  e xchange  Se rie s  5 pre fe rre d se curitie s  for re s tricte d Se rie s  5 pre fe rre d se curitie s ,  that acce ptance  or is suance  would
violate  applicable  law or any inte rpre tation of the  s taff of the  SEC.
 

T hat condition is  for the  Is sue r’s  sole  be ne fit and may be  asse rte d by the  Is sue r re gardle ss  of the  circumstance s  giving rise  to
that condition. T he  Is sue r’s  failure  at any time  to e xe rcise  the  fore going rights  shall not be  cons ide re d a waive r by the  Is sue r of that
right. T he  Is sue r’s  rights  de scribe d in the  prior paragraph are  ongoing rights  which the  Is sue r may asse rt at any time  and from time
to time .
 

In addition, the  Is sue r will not acce pt for e xchange  any re s tricte d Se rie s  5 pre fe rre d se curitie s  te nde re d, and no e xchange
Se rie s  5 pre fe rre d se curitie s  will be  is sue d in e xchange  for any re s tricte d Se rie s  5 pre fe rre d se curitie s ,  if at that time  any s top
orde r shall be  thre ate ne d or in e ffe ct with re spe ct to the  e xchange  offe r to which this  prospe ctus  re late s .
 

Any DT C participant te nde ring re s tricte d Se rie s  5 pre fe rre d se curitie s  shall be  de e me d to re pre se nt and warrant that it has
full powe r and authority to te nde r,  e xchange , se ll,  as s ign and trans fe r the  re s tricte d Se rie s  5 pre fe rre d se curitie s  so te nde re d and
that,  whe n the  same  are  acce pte d for e xchange , we  will acquire  good, marke table  and une ncumbe re d title  the re to, fre e  and cle ar
of all lie ns , re s trictions , charge s  and e ncumbrance s , and that the  re s tricte d Se rie s  5 pre fe rre d se curitie s  so te nde re d are  not
subje ct to any adve rse  claims  or proxie s . T he  te nde ring participant will,  upon re que s t,  e xe cute  and de live r any additional
docume nts  de e me d by us  or the  T ax Ce rtification and Exchange  Age nt to be  ne ce ssary or de s irable  to comple te  the  e xchange ,
ass ignme nt and trans fe r of the  re s tricte d Se rie s  5 pre fe rre d se curitie s  te nde re d he re by, and the  te nde ring participant will comply
with its  obligations , if any, unde r the  re gis tration rights  agre e me nt. T he  te nde ring participant has  re ad and agre e s  to all of the  te rms
of the  e xchange  offe r.
 

Any obligation of the  te nde ring participant he re unde r shall be  binding upon the  trus te e s  in bankruptcy, le gal re pre se ntative s
succe ssors  and ass igns  of the  te nde ring participant. Exce pt as  s tate d in this  prospe ctus , this  te nde r is  irre vocable .
 

For additional re pre se ntations  de e me d to be  made  in conne ction with any te nde r,  se e  “—De scription of Exchange  Se rie s  5
Pre fe rre d Se curitie s .”
 
T ax Ce rtification and Exchange  Age nt
 

Acupay has  be e n appointe d as  the  T ax Ce rtification and Exchange  Age nt for the  e xchange  offe r. Que s tions  and re que s ts  for
ass is tance , re que s ts  for additional copie s  of this  prospe ctus  or of the  Cus tome r Ins tructions  Form should be  dire cte d to Acupay
via te le phone  or e mail to the  addre sse s  indicate d be low.
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Via e mail:  info@acupaysys te m.com  
  
By pos t,  te le phone  or fax:  
  
IN LONDON: IN NEW YORK:
Acupay Sys te m LLC
Atte ntion:  Nina Santa-Maria
Firs t Floor
28 T hrogmorton Stre e t
London EC2N 2AN
Unite d Kingdom
T e l. 44-(0)-207-382-0340
Fax. 44-(0)-207-256-7571

Acupay Sys te m LLC
Atte ntion:  Sabrina Cruz
30 Broad Stre e t – 46th Floor
Ne w York, N.Y. 10004
USA
T e l. 1-212-422-1222
Fax. 1-212-422-0790
 

Fe e s  and Expe nse s
 

T he  principal solicitation re lating to the  e xchange  offe r is  be ing made  by e -mail and mail; howe ve r, additional solicitation may
be  made  by te le graph, te le phone  or in pe rson by our office rs ,  re gular e mploye e s  and affiliate s . T he  Is sue r will not pay any
additional compe nsation to any of the  Is sue r’s  office rs  and e mploye e s  who e ngage  in soliciting te nde rs . T he  Is sue r will not make
any payme nt to broke rs ,  de ale rs ,  or othe rs  soliciting acce ptance s  of the  e xchange  offe r. Howe ve r, the  Is sue r will pay the  T ax
Ce rtification and Exchange  Age nt re asonable  and cus tomary fe e s  for its  se rvice s  and will re imburse  it for its  re asonable  out-of-
pocke t e xpe nse s  in conne ction with the  e xchange  offe r.
 

T he  e s timate d cash e xpe nse s  to be  incurre d in conne ction with the  e xchange  offe r,  including le gal,  accounting, SEC filing,
printing and T ax Ce rtification and Exchange  Age nt e xpe nse s , will be  paid by us  and are  e s timate d in the  aggre gate  to be  U.S.
$145,000.
 
Re sale  of the  Exchange  Pre fe rre d Se curitie s
 

Unde r e xis ting inte rpre tations  of the  s taff of the  SEC containe d in se ve ral no-action le tte rs  to third partie s ,  the  e xchange
Se rie s  5 pre fe rre d se curitie s  would in ge ne ral be  fre e ly trans fe rable  afte r the  e xchange  offe r without furthe r re gis tration unde r the
Se curitie s  Act. T he  re le vant no-action le tte rs  include  the  Exxon Capital Holdings Corporation le tte r,  which was  made  available  by the
SEC on May 13, 1988, and the  Morgan Stanley & Co. Incorporated le tte r,  made  available  on June  5, 1991.
 

Howe ve r, any purchase r of re s tricte d Se rie s  5 pre fe rre d se curitie s  who is  an “affiliate ” of the  Is sue r or the  Guarantor or who
inte nds  to participate  in the  e xchange  offe r for the  purpose  of dis tributing the  e xchange  Se rie s  5 pre fe rre d se curitie s :
 

(1)      will not be  able  to re ly on the  inte rpre tation of the  s taff of the  SEC;
 

(2)     will not be  able  to te nde r its  re s tricte d Se rie s  5 pre fe rre d se curitie s  in the  e xchange  offe r and
 

(3)     mus t comply with the  re gis tration and prospe ctus  de live ry re quire me nts  of the  Se curitie s  Act in conne ction
with any sale  or trans fe r of the  Se rie s  5 pre fe rre d se curitie s  unle ss  that sale  or trans fe r is  made  us ing an e xe mption from
those  re quire me nts .

 
By te nde ring to the  Is sue r re s tricte d Se rie s  5 pre fe rre d se curitie s ,  including the  transmiss ion of an Age nt’s  Me ssage  by DT C

on your be half to the  T ax Ce rtification and Exchange  Age nt,  e ach holde r of the  re s tricte d Se rie s  5 pre fe rre d se curitie s  will
re pre se nt that:
 

(1)     it is  not an “affiliate ” of Is sue r or the  Guarantor;
 

(2)     any e xchange  Se rie s  5 pre fe rre d se curitie s  to be  re ce ive d by it we re  acquire d in the  ordinary course  of its
bus ine ss  and
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(3)     it has  no arrange me nt or unde rs tanding with any pe rson to participate , and is  not e ngage d in and doe s  not

inte nd to e ngage , in the  “dis tribution,” within the  me aning of the  Se curitie s  Act,  of the  e xchange  Se rie s  5 pre fe rre d
se curitie s .

 
In addition, in conne ction with any re sale s  of e xchange  Se rie s  5 pre fe rre d se curitie s ,  any broke r-de ale r participating in the

e xchange  offe r who acquire d se curitie s  for its  own account as  a re sult of marke t-making or othe r trading activitie s  mus t de live r a
prospe ctus  me e ting the  re quire me nts  of the  Se curitie s  Act. T he  SEC has  take n the  pos ition in the  She arman & Ste rling no-action
le tte r,  which it made  available  on July 2, 1993, that participating broke r-de ale rs  may fulfill the ir prospe ctus  de live ry re quire me nts
with re spe ct to the  e xchange  Se rie s  5 pre fe rre d se curitie s ,  othe r than a re sale  of an unsold allotme nt from the  original sale  of the
re s tricte d Se rie s  5 pre fe rre d se curitie s ,  with the  prospe ctus  containe d in the  e xchange  offe r re gis tration s tate me nt. Unde r the
re gis tration rights  agre e me nt,  we  are  re quire d to allow participating broke r-de ale rs  and othe r pe rsons , if any, subje ct to s imilar
prospe ctus  de live ry re quire me nts  to use  this  prospe ctus  as  it may be  ame nde d or supple me nte d from time  to time , in conne ction
with the  re sale  of e xchange  Se rie s  5 pre fe rre d se curitie s .
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MANAGEMENT

 
Ple ase  re fe r to Ite m 6 of our 2006 Form 20-F.
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DESCRIPT ION OF T HE EXCHANGE SERIES 5 PREFERRED SECURIT IES
 

T he  following is  a summary of ce rtain te rms  and provis ions  of the  e xchange  Se rie s  5 pre fe rre d se curitie s . T he  summary se t
forth be low doe s  not purport to be  comple te  and is  subje ct to,  and qualifie d in its  e ntire ty by re fe re nce  to a public de e d of
is suance  date d January 26, 2007 and the  re solutions  adopte d by the  share holde rs  and the  board of dire ctors  of the  Is sue r
e s tablishing the  Se rie s  5 pre fe rre d se curitie s .  A summary of ce rtain te rms  and provis ions  of the  Guarante e  of the  e xchange  Se rie s
5 pre fe rre d se curitie s  by the  Guarantor is  se t forth late r in this  prospe ctus  unde r the  he ading “De scription of the  Guarante e .”
 
Distributions
 

Non-cumulative  cash dis tributions  on the  e xchange  Se rie s  5 pre fe rre d se curitie s  (the  “Dis tributions”) accrue  from the  date  of
original is suance  and are  payable  quarte rly in arre ars  on January 31, April 30, July 31 and Octobe r 31 in e ach ye ar,  comme ncing on
January 31, 2008.
 

Payme nt of cash dis tributions  in any ye ar on the  e xchange  Se rie s  5 pre fe rre d se curitie s  and on all othe r se rie s  of Pre fe rre d
Se curitie s ,  as  de fine d be low (both is sue d and which may, in the  future , be  is sue d or guarante e d by the  Guarantor) is  limite d by the
amount of the  Dis tributable  Profits  of the  Guarantor for the  pre vious  ye ar as  de fine d be low unde r se ction e ntitle d “De scription of
the  Guarante e —Dis tributions”, and to any limitations  that may be  impose d by Spanish banking re gulations  on capital ade quacy for
cre dit ins titutions , as  de te rmine d in accordance  with guide line s  and re quire me nts  of the  Bank of Spain and othe r Spanish law as  in
e ffe ct from time  to time .  Dis tributions  shall not be  payable  to the  e xte nt that:
 

•      the  aggre gate  of such Dis tributions , toge the r with (a) any othe r dis tributions  pre vious ly paid during the  the n-curre nt fiscal
ye ar (de fine d as  the  accounting ye ar of the  Guarantor) and (b) any dis tributions  propose d to be  paid during the  the n-curre nt
Dis tribution Pe riod, in e ach case  on or in re spe ct of Pre fe rre d Se curitie s  (including the  Se rie s  5 pre fe rre d se curitie s ) would
e xce e d the  Dis tributable  Profits  of the  imme diate ly pre ce ding fiscal ye ar; or
 

•      e ve n if Dis tributable  Profits  are  sufficie nt,  if unde r applicable  Spanish banking re gulations  re lating to capital ade quacy
re quire me nts  affe cting financial ins titutions  which fail to me e t the ir re quire d capital ratios  on a pare nt company only bas is  or on a
consolidate d bas is ,  the  Guarantor would be  pre ve nte d at such time  from making payme nts  on its  ordinary share s  or on Pre fe rre d
Se curitie s  is sue d by the  Guarantor.
 

‘‘Pre fe rre d Se curitie s ’’ me ans  (as  the  case  may be ) any pre fe rre d se curitie s  (participaciones preferentes) is sue d unde r Spanish
Law 13/1985, or othe r se curitie s  or ins trume nts  e quivale nt to pre fe rre d se curitie s  is sue d by the  Is sue r,  or by any othe r subs idiary
of the  Guarantor which are  e ntitle d to the  be ne fit of a guarante e  ranking pari passu with the  Guarantor’s  obligations  unde r the
Guarante e , or any such se curitie s  or ins trume nts  is sue d by the  Guarantor and ranking pari passu with the  Guarantor’s  obligations
unde r the  Guarante e .
 

In this  prospe ctus , “dis tribution” re fe rs  to any dis tributions  paid or to be  paid on the  Pre fe rre d Se curitie s .
 

If Dis tributions  are  not paid in full on the  e xchange  Se rie s  5 pre fe rre d se curitie s ,  all dis tributions  paid upon the  e xchange
Se rie s  5 pre fe rre d se curitie s  and all othe r Pre fe rre d Se curitie s  will be  paid pro rata among the  e xchange  Se rie s  5 pre fe rre d
se curitie s  and all such othe r Pre fe rre d Se curitie s ,  so that the  amount of the  dis tribution payme nt pe r se curity will have  the  same
re lationship to e ach othe r that the  nominal or par value  pe r se curity of the  e xchange  Se rie s  5 pre fe rre d se curitie s  and all othe r
Pre fe rre d Se curitie s  be ar to e ach othe r.
 

If Dis tributions  are  not paid on the  e xchange  Se rie s  5 pre fe rre d se curitie s  on the  Dis tribution Payme nt Date  in re spe ct of the
re le vant Dis tribution Pe riod as  a conse que nce  of the  above  limitations  on Dis tributions  or are  paid partially, the n the  right of the
holde rs  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  to re ce ive  a Dis tribution or an unpaid part the re of in re spe ct of the  re le vant
Dis tribution Pe riod will be  los t and ne ithe r the  Is sue r nor the  Guarantor will have  any obligation to pay the  Dis tribution accrue d or
part the re of for such Dis tribution Pe riod or to pay any inte re s t the re on, whe the r or not Dis tributions  on the  e xchange  Se rie s  5
pre fe rre d se curitie s  are  paid for any future  Dis tribution Pe riod.
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T he  Dis tributions  payable  on the  e xchange  Se rie s  5 pre fe rre d se curitie s  are  fixe d at 6.50% pe r annum of the ir par value .  T he

Dis tribution payable  in re spe ct of any Dis tribution Pe riod (de fine d as  the  pe riod from and including one  Dis tribution payme nt date
(or,  in the  case  of the  firs t Dis tribution Pe riod, the  is suance  date ) to but e xcluding the  ne xt Dis tribution payme nt date ) will be
compute d on the  bas is  of twe lve  30-day months  and a 360-day ye ar.
 

Dis tributions  on the  e xchange  Se rie s  5 pre fe rre d se curitie s  will be  payable  to the  re cord holde rs  the re of as  the y appe ar on
the  re gis te r for the  e xchange  Se rie s  5 pre fe rre d se curitie s  on re cord date s ,  which will be  on the  15th cale ndar day pre ce ding the
re le vant payme nt date s .  We  have  be e n informe d by DT C that dis tributions  on Global Pre fe rre d Se curitie s  Ce rtificate s  (as  de fine d
be low) will be  paid ove r to DT C participants  in re spe ct of the ir re cord holdings  on the  re cord date . In the  e ve nt that any date  on
which Dis tributions  are  payable  on the  e xchange  Se rie s  5 pre fe rre d se curitie s  is  not a day on which banks  in the  city of Madrid
(Spain) and T he  City of Ne w York are  ope n for bus ine ss  and on which fore ign e xchange  de alings  may be  conducte d in the  city of
Madrid (Spain) and T he  City of Ne w York (a “bus ine ss  day”),  the n payme nt of the  Dis tribution payable  on such date  will be  made
on the  ne xt day which is  a bus ine ss  day (and without any inte re s t or othe r payme nt in re spe ct of any such de lay).
 

Exce pt as  he re inabove  provide d, holde rs  of the  Is sue r’s  e xchange  Se rie s  5 pre fe rre d se curitie s  will have  no right to
participate  in the  profits  of the  Is sue r.
 
Optional Re de mption
 

T he  e xchange  Se rie s  5 pre fe rre d se curitie s  are  re de e mable , at the  option of the  Is sue r,  subje ct to the  prior conse nt of the
Bank of Spain, in whole  but not in part,  on or afte r January 31, 2017, upon not le ss  than 30 nor more  than 60 days ’ notice  prior to the
re le vant re de mption date  by mail to e ach re cord holde r,  at the  re de mption price  of $25.00 pe r e xchange  Se rie s  5 pre fe rre d
se curity, plus  the  accrue d and unpaid Dis tribution for the  the n-curre nt Dis tribution Pe riod to the  date  fixe d for re de mption.
 

If the  Is sue r give s  notice  of re de mption of the  e xchange  Se rie s  5 pre fe rre d se curitie s ,  the n by 12:00 Noon, Ne w York City
time  on the  re le vant re de mption date , the  Is sue r will:
 
 · irre vocably de pos it with the  paying age nt funds  sufficie nt to pay the  fore going re de mption price , including the  amount of

accrue d and unpaid Dis tribution for the  the n-curre nt Dis tribution Pe riod to the  date  fixe d for re de mption; and
 
 · give  the  paying age nt irre vocable  ins tructions  and authority to pay the  re de mption price  to the  holde rs  of the  e xchange

Se rie s  5 pre fe rre d se curitie s .
 

If the  notice  of re de mption has  be e n give n, and the  funds  de pos ite d as  re quire d, the n on the  date  of such de pos it:
 
 · Dis tributions  on the  e xchange  Se rie s  5 pre fe rre d se curitie s  calle d for re de mption shall ce ase ;

 
 · such e xchange  Se rie s  5 pre fe rre d se curitie s  will no longe r be  cons ide re d outs tanding; and

 
 · the  holde rs  will no longe r have  any rights  as  holde rs  e xce pt the  right to re ce ive  the  re de mption price .

 
If e ithe r the  notice  of re de mption has  be e n give n and the  funds  are  not de pos ite d as  re quire d on the  date  of such de pos it or if

the  Is sue r or the  Guarantor imprope rly withholds  or re fuse s  to pay the  re de mption price  of the  e xchange  Se rie s  5 pre fe rre d
se curitie s ,  Dis tributions  will continue  to accrue  at the  rate  spe cifie d from the  re de mption date  to the  date  of actual payme nt of the
re de mption price .
 

In orde r to comply with ce rtain Spanish capital ade quacy re gulations  in force  at the  date  of this  prospe ctus , ne ithe r the  Is sue r
nor the  Guarantor nor any of the ir re spe ctive  subs idiarie s  shall at any time  purchase  e xchange  Se rie s  5 pre fe rre d se curitie s ,
without the  prior conse nt of the  Bank of Spain, and in any e ve nt not e arlie r than January 31, 2017. Notwiths tanding the  fore going, if
Spanish law we re  to change  and such purchase s  are  pe rmitte d be fore  January 31, 2017, the n, subje ct to applicable  law, the  Is sue r,
the  Guarantor and any of the ir re spe ctive  subs idiarie s  may at any time  and from time  to time  purchase  outs tanding e xchange  Se rie s
5 pre fe rre d se curitie s  by te nde r,  in the  ope n marke t or by private  agre e me nt.
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Any e xchange  Se rie s  5 pre fe rre d se curitie s  so purchase d by the  Is sue r shall be  imme diate ly cance lle d.

 
Rights  upon Liquidation
 

If the  Is sue r is  voluntarily or involuntarily liquidate d, dis solve d or wound-up, the  holde rs  of outs tanding e xchange  Se rie s  5
pre fe rre d se curitie s  will be  e ntitle d to re ce ive  out of the  asse ts  that are  available  to be  dis tribute d to holde rs ,  and be fore  any
asse ts  are  dis tribute d to holde rs  of ordinary share s  or any othe r class  of share s  of the  Is sue r ranking junior to the  e xchange  Se rie s
5 pre fe rre d se curitie s  as  to participation in asse ts ,  but toge the r with holde rs  of any othe r Pre fe rre d Se curitie s  of the  Is sue r ranking
e qually with the  e xchange  Se rie s  5 pre fe rre d se curitie s  as  to participation in asse ts ,  the  following liquidation dis tribution:
 
 · $25.00 pe r e xchange  Se rie s  5 pre fe rre d se curity, plus

 
 · an amount e qual to the  accrue d and unpaid Dis tributions  for the  the n-curre nt Dis tribution Pe riod up to the  date  of payme nt.

 
If at the  time  that any liquidation dis tribution is  to be  paid, proce e dings  are  also pe nding or have  be e n comme nce d for the

voluntary or involuntary liquidation, dis solution or winding-up of the  Guarantor or for a re duction in the  Guarantor’s  share holde rs ’
e quity pursuant to Article  169 of the  Spanish Corporations  Act (Ley de Sociedades Anónimas),  the n the  liquidation dis tribution to be
paid to the  holde rs :
 
 · of all Pre fe rre d Se curitie s  of the  Is sue r;

 
 · of all Pre fe rre d Se curitie s  of othe r subs idiarie s  of the  Guarantor; and

 
 · of Pre fe rre d Se curitie s  is sue d by the  Guarantor,

 
will be  limite d to and not e xce e d the  amount that would have  be e n paid as  the  liquidation dis tribution from the  asse ts  of the
Guarantor (afte r payme nt in full in accordance  with Spanish law of all cre ditors  of the  Guarantor,  including holde rs  of subordinate d
de bt but e xcluding holde rs  of any guarante e  or any othe r contractual right e xpre sse d to rank e qually with or junior to the
Guarante e ),  had all such Pre fe rre d Se curitie s  be e n is sue d by the  Guarantor,  and
 
 · ranke d junior to all liabilitie s  of the  Guarantor;

 
 · ranke d pari passu with the  mos t se nior Pre fe rre d Se curitie s  which could have  be e n is sue d by the  Guarantor (if any); and

 
 · ranke d se nior to the  Guarantor’s  ordinary share s .

 
T he  above  limitation will apply e ve n if the  Is sue r has  at the  time  sufficie nt asse ts  to pay the  liquidation dis tribution to the

holde rs  of all Pre fe rre d Se curitie s  is sue d by it,  including the  e xchange  Se rie s  5 pre fe rre d se curitie s .
 

If the  fore going liquidation dis tribution re lating to the  e xchange  Se rie s  5 pre fe rre d se curitie s  and othe r Pre fe rre d Se curitie s
cannot be  made  in full due  to the  limitation de scribe d above , the n all payme nts  will be  made  pro rata in the  proportion that the
amount available  for payme nt be ars  to the  full amount that would have  be e n payable , had the re  be e n no such limitation.
 

Upon re ce ipt of payme nt of the  liquidation dis tribution, holde rs  of e xchange  Se rie s  5 pre fe rre d se curitie s  will have  no right or
claim on any of the  re maining asse ts  of e ithe r the  Is sue r or the  Guarantor. Se e  the  se ction e ntitle d “De scription of the  Guarante e —
Status .”
 

Exce pt as  provide d in the  se cond paragraph above  with re spe ct to any liquidation or winding up of the  Guarantor or a
re duction in its  share holde rs  e quity, the  Guarantor will not pe rmit,  and will not take  any action to cause , the  liquidation, dis solution
or winding-up of the  Is sue r.
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Voting Rights
 

T he  holde rs  of e xchange  Se rie s  5 pre fe rre d se curitie s  will not have  any voting rights  unle ss  e ithe r the  Is sue r or the  Guarantor,
unde r the  Guarante e , fails  to pay Dis tributions  in full on the  e xchange  Se rie s  5 pre fe rre d se curitie s  for four conse cutive  Dis tribution
Pe riods .  In such e ve nt,  the  holde rs  of outs tanding e xchange  Se rie s  5 pre fe rre d se curitie s ,  toge the r with the  holde rs  of any othe r
se rie s  of Pre fe rre d Se curitie s  of the  Is sue r the n also having the  right to vote  for the  e le ction of dire ctors ,  acting as  a s ingle  class
without re gard to se rie s ,  will be  e ntitle d to:
 
 · appoint two additional me mbe rs  of the  board of dire ctors  of the  Is sue r;

 
 · re move  any such board me mbe r from office ; and

 
 · appoint anothe r pe rson(s ) in place  of such me mbe r(s ).

 
T his  can be  accomplishe d by e ithe r:

 
 · writte n notice  give n to the  Is sue r by the  holde rs  of a majority in liquidation pre fe re nce ; or

 
 · an ordinary re solution passe d by the  holde rs  of a majority in liquidation pre fe re nce  of the  se curitie s  pre se nt in pe rson or

by proxy at a spe cial ge ne ral me e ting of the  holde rs  conve ne d for that purpose .
 

If the  writte n notice  of the  holde rs  is  not give n as  provide d in the  pre ce ding paragraph, the  board of dire ctors  of the  Is sue r,  or
a duly authoriz e d committe e  of the  board of dire ctors ,  is  re quire d to conve ne  a spe cial ge ne ral me e ting for the  above  purpose , not
late r than 30 days  afte r this  e ntitle me nt arise s .
 

If the  board of dire ctors  of the  Is sue r,  or its  duly authoriz e d committe e , fails  to conve ne  this  me e ting within the  re quire d 30-
day pe riod, the  holde rs  of 10% in liquidation pre fe re nce  of the  outs tanding e xchange  Se rie s  5 pre fe rre d se curitie s  and othe r
Pre fe rre d Se curitie s  of the  Is sue r are  e ntitle d to conve ne  the  me e ting. T he  Is sue r will de te rmine  the  place  whe re  the  se parate
ge ne ral me e ting will be  he ld.
 

Imme diate ly following a re solution for the  appointme nt or the  re moval of additional me mbe rs  to the  board of dire ctors ,  the
spe cial ge ne ral me e ting of holde rs  shall give  notice  of such to:
 

(1)  the  board of dire ctors  of the  Is sue r so that it may, whe re  ne ce ssary, call a ge ne ral me e ting of the  share holde rs  of
the  Is sue r; and

 
(2)  the  share holde r of the  Is sue r,  so that the y may hold a ge ne ral me e ting of share holde rs .

 
T he  share holde r of the  Is sue r has  unde rtake n to vote  in favor of the  appointme nt or re moval of the  dire ctors  so name d by the

spe cial ge ne ral me e ting of the  holde rs  and to take  all ne ce ssary me asure s  in such re gard.
 

Once  dis tributions  have  be e n paid in full in re spe ct of the  e xchange  Se rie s  5 pre fe rre d se curitie s  for four conse cutive
Dis tribution Pe riods  and any othe r Pre fe rre d Se curitie s  of the  Is sue r in re spe ct of such dis tribution pe riods  as  se t out in the ir own
te rms  and conditions , any me mbe r of the  board of dire ctors  of the  Is sue r that has  be e n appointe d in the  manne r de scribe d in the
pre ce ding paragraphs  is  re quire d to vacate  office .
 

Unde r the  Article s  of the  Is sue r,  its  board of dire ctors  mus t have  a minimum of thre e  me mbe rs  and a maximum of e le ve n
me mbe rs . At the  date  of this  prospe ctus , the  board of dire ctors  of the  Is sue r has  four dire ctors .
 

Any ame ndme nts  or abrogation of the  rights ,  pre fe re nce s  and privile ge s  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  will not
be  e ffe ctive , unle ss  othe rwise  re quire d by applicable  law and e xce pt:
 
 · with the  conse nt in writing of the  holde rs  of at le as t two-thirds  of the  outs tanding e xchange  Se rie s  5 pre fe rre d se curitie s ;

or
 
 · with the  sanction of a spe cial re solution passe d at a se parate  ge ne ral me e ting by the  holde rs  of at le as t two-thirds  of the

outs tanding e xchange  Se rie s  5 pre fe rre d se curitie s .
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If the  Is sue r,  or the  Guarantor unde r any guarante e , has  paid in full the  mos t re ce nt dis tribution payable  on e ach se rie s  of the

Issue r’s  Pre fe rre d Se curitie s ,  the  Is sue r,  the  holde rs  of its  ordinary share s , or its  board of dire ctors  may, without the  conse nt or
sanction of the  holde rs  of its  Pre fe rre d Se curitie s :
 
 · take  any action re quire d to is sue  additional Pre fe rre d Se curitie s  or authoriz e , cre ate  and is sue  one  or more  othe r se rie s

of Pre fe rre d Se curitie s  of the  Is sue r ranking e qually with the  e xchange  Se rie s  5 pre fe rre d se curitie s ,  as  to the
participation in the  profits  and asse ts  of the  Is sue r,  without limit as  to the  amount; or

 
 · take  any action re quire d to authoriz e , cre ate  and is sue  one  or more  othe r classe s  or se rie s  of share s  of the  Is sue r ranking

junior to the  Pre fe rre d Se curitie s ,  as  to the  participation in the  profits  or asse ts  of the  Is sue r.
 

Howe ve r, if the  Is sue r,  or the  Guarantor unde r any guarante e , has  not paid in full the  mos t re ce nt dis tribution payable  on e ach
se rie s  of Pre fe rre d Se curitie s ,  the n the  prior conse nt of the  holde rs  of at le as t two thirds  in liquidation pre fe re nce  of the
outs tanding Pre fe rre d Se curitie s  of the  Is sue r will be  re quire d to carry out such actions .  Such conse nt may be  grante d in writing by
the  holde rs ,  or with the  sanction of a spe cial re solution passe d at a se parate  ge ne ral me e ting of holde rs .
 

T he  vote  of the  holde rs  of e xchange  Se rie s  5 pre fe rre d se curitie s  is  not re quire d to re de e m and cance l the  e xchange  Se rie s  5
pre fe rre d se curitie s . Spanish law doe s  not impose  any re s trictions  on the  ability of holde rs  of Pre fe rre d Se curitie s  who are  not
re s ide nts  or citiz e ns  of Spain to hold or vote  such Pre fe rre d Se curitie s .
 

If the  share holde rs  of the  Is sue r propose  a re solution providing for the  liquidation, dis solution or winding-up of the  Is sue r,  the
holde rs  of all the  outs tanding Pre fe rre d Se curitie s  of the  Is sue r:
 
 · will be  e ntitle d to re ce ive  notice  of and to atte nd the  ge ne ral me e ting of share holde rs  calle d to adopt this  re solution; and

 
 · will be  e ntitle d to hold a se parate  and pre vious  ge ne ral me e ting of holde rs  and vote  toge the r as  a s ingle  class  without

re gard to se rie s  on such re solution, but not on any othe r re solution.
 

T he  above  re solution will not be  e ffe ctive  unle ss  approve d by the  holde rs  of a majority in liquidation pre fe re nce  of all
outs tanding Pre fe rre d Se curitie s  of the  Is sue r.
 

T he  re sult of the  above  me ntione d vote  shall be  disclose d at the  ge ne ral share holde rs  me e ting as  we ll as  the  fact that the
share holde r of the  Is sue r has  unde rtake n to vote  in the  corre sponde nt ge ne ral share holde rs  me e ting in conformity with the  vote  of
the  se parate  ge ne ral me e ting of holde rs .
 

Notice , atte ndance , or approval is  not re quire d if the  liquidation, dis solution and winding-up of the  Is sue r is  initiate d due  to:
 
 · the  liquidation, dis solution or,  winding up of the  Guarantor; or

 
 · a re duction in share holde rs  e quity of the  Guarantor unde r Article  169 of the  Corporations  Law of Spain.

 
T he  Is sue r shall cause  a notice  of any me e ting at which the  holde rs  of e xchange  Se rie s  5 pre fe rre d se curitie s  are  e ntitle d to

vote , to be  maile d to e ach re cord holde r of e xchange  Se rie s  5 pre fe rre d se curitie s . T his  notice  will include  a s tate me nt re garding:
 
 · the  date , time  and place  of the  me e ting;

 
 · a de scription of any re solution to be  propose d for adoption at the  me e ting at which the  holde rs  are  e ntitle d to vote ; and

 
 · ins tructions  for the  de live ry of proxie s .
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Spe cial Ge ne ral Me e tings
 

A Spe cial Ge ne ral Me e ting, which will be  cons titute d by all holde rs  of pre fe rre d se curitie s  of the  Is sue r,  will be  calle d by the
board of dire ctors  of the  Is sue r.
 

T he  quorum shall be  the  holde rs  of pre fe rre d se curitie s  holding one -quarte r of the  liquidation pre fe re nce  of all pre fe rre d
se curitie s  of the  Is sue r is sue d and outs tanding.  If the  atte ndance  of one -quarte r of the  holde rs  of pre fe rre d se curitie s  is sue d and
outs tanding cannot be  obtaine d, such Spe cial Ge ne ral Me e ting may be  re -conve ne d one  day afte r the  firs t me e ting and such
me e ting shall be  validly conve ne d irre spe ctive  of the  numbe r of pre fe rre d se curitie s  pre se nt or re pre se nte d.
 

In a Spe cial Ge ne ral Me e ting all re solutions  shall be  made  by the  majority se t out in “Voting Rights” above , and will be  binding
on all of the  holde rs  of such pre fe rre d se curitie s ,  including those  not in atte ndance  and dis se nte rs .
 

All holde rs  of such pre fe rre d se curitie s  who are  able  to show that the y he ld the ir se curitie s  five  days  prior to the  date  of the
Spe cial Ge ne ral Me e ting shall be  e ntitle d to atte nd with the  right to spe ak and vote .  Holde rs  of such pre fe rre d se curitie s  shall
prove  that the y he ld such pre fe rre d se curitie s  in the  manne r and subje ct to the  re quire me nts  se t out in the  announce me nt publishe d
whe n conve ning such Spe cial Ge ne ral Me e ting. Holde rs  of such pre fe rre d se curitie s  may de le gate  the ir re pre se ntation to anothe r
pe rson, by an individual s igne d le tte r for e ach me e ting.
 

T he  conve ning of a Spe cial Ge ne ral Me e ting will be  carrie d out in accordance  with the  rule s  gove rning the  calling and holding
of me e tings  of holde rs  of e ach se rie s  of pre fe rre d se curitie s .
 

A Spe cial Ge ne ral Me e ting of holde rs  of the  Is sue r’s  pre fe rre d se curitie s  will be  conve ne d (i) so long as  any re s tricte d Se rie s
5 pre fe rre d se curity is  lis te d on the  London Stock Exchange  and the  London Stock Exchange  so re quire s  by publication in an
English language  ne wspape r in London (which is  e xpe cte d to be  the  Financial T ime s) or,  if such publication is  not practicable  but
is  re quire d by the  rule s  of the  London Stock Exchange , in a le ading daily ne wspape r in English and having ge ne ral circulation in
Europe , (ii) in accordance  with the  re quire me nts  of any se curity e xchange  on which the  e xchange  Se rie s  5 pre fe rre d se curitie s  are
lis te d and (iii) by mail to DT C (in e ach case  not le ss  that 30 nor more  than 60 days  prior to the  date  of the  act or e ve nt to which such
notice , re que s t or communication re late s ).
 
Re gis trar, T ransfe r Age nt and Paying Age nt
 

T he  Bank of Ne w York, pre se ntly locate d at 101 Barclay Stre e t,  Ne w York, Ne w York 10286, will act as  re gis trar,  trans fe r
age nt and paying age nt for the  e xchange  Se rie s  5 pre fe rre d se curitie s ,  which toge the r with its  succe ssors  and ass igns , we  will
re fe r to as  “the  Paying Age nt.”
 
Ranking of the  e xchange  Se rie s  5 pre fe rre d se curitie s
 

T he  e xchange  Se rie s  5 pre fe rre d se curitie s  will rank (a) junior to all liabilitie s  of the  Is sue r including subordinate d liabilitie s ,
(b) pari passu with e ach othe r and with any othe r se rie s  of Pre fe rre d Se curitie s  of the  Is sue r and (c) se nior to the  Is sue r’s  ordinary
share s .
 

T he  holde rs  of e xchange  Se rie s  5 pre fe rre d se curitie s  by the ir subscription or acquis ition waive  any diffe re nt priority that
Spanish law or re gulations  could grant at any time , and particularly those  aris ing from article s  92 and 158 of Law 22/2003 (Ley
Concursal),  if any.
 
Form of e xchange  Se rie s  5 pre fe rre d se curitie s ; Book-e ntry Syste m
 

T he  e xchange  Se rie s  5 pre fe rre d se curitie s  will be  is sue d in the  form of a global pre fe rre d se curity in fully re gis te re d form,
(the  “Global Pre fe rre d Se curity Ce rtificate ”).  T he  Global Pre fe rre d Se curity Ce rtificate  will be  de pos ite d with, or on be half of
DT C and re gis te re d in the  name  of DT C or its  nomine e .  Inve s tors  may hold se curitie s  e ntitle me nts  in re spe ct of the  Global
Pre fe rre d Se curity Ce rtificate  dire ctly through DT C if the y are  participants  in DT C’s  book-e ntry sys te m or indire ctly through
organiz ations  which are  participants  in such sys te m.
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For so long as  the  e xchange  Se rie s  5 pre fe rre d se curitie s  are  re pre se nte d by the  Global Pre fe rre d Se curity Ce rtificate ,

se curitie s  e ntitle me nts  in re spe ct of the  e xchange  Se rie s  5 pre fe rre d se curitie s  will be  trans fe rable  only in accordance  with the
rule s  and proce dure s  of DT C in e ffe ct at such time .
 

Be cause  DT C can only act on be half of dire ct participants ,  who in turn act on be half of indire ct participants  and ce rtain banks ,
the  ability of a pe rson having a be ne ficial inte re s t in the  e xchange  Se rie s  5 pre fe rre d se curitie s  re pre se nte d by the  Global
Pre fe rre d Se curity Ce rtificate  to ple dge  such inte re s t to pe rsons  or e ntitie s  that do not participate  in the  DT C sys te m, or othe rwise
take  actions  in re spe ct of such inte re s t,  may be  affe cte d by the  lack of a phys ical ce rtificate .
 

T he  Paying Age nt is  not re quire d to re gis te r the  trans fe r of any e xchange  Se rie s  5 pre fe rre d se curity that has  be e n calle d for
re de mption.
 

So long as  DT C or its  nomine e  is  the  holde r of the  Global Pre fe rre d Se curity Ce rtificate ,  DT C or its  nomine e  will be
cons ide re d the  sole  holde r of such Global Pre fe rre d Se curity Ce rtificate  for all purpose s .  No dire ct participant,  indire ct participant
or othe r pe rson will be  e ntitle d to have  e xchange  Se rie s  5 pre fe rre d se curitie s  re gis te re d in its  name , re ce ive  or be  e ntitle d to
re ce ive  phys ical de live ry of e xchange  Se rie s  5 pre fe rre d se curitie s  in de finitive  form or be  cons ide re d the  owne r or holde r of the
e xchange  Se rie s  5 pre fe rre d se curitie s .  Each pe rson having an owne rship or othe r inte re s t in e xchange  Se rie s  5 pre fe rre d
se curitie s  mus t re ly on the  proce dure s  of DT C, and, if a pe rson is  not a participant in DT C, mus t re ly on the  proce dure s  of the
participant or othe r se curitie s  inte rme diary through which that pe rson owns  its  inte re s t to e xe rcise  any rights  and obligations  of a
holde r of the  e xchange  Se rie s  5 pre fe rre d se curitie s .
 

Payme nts  of any amounts  in re spe ct of the  Global Pre fe rre d Se curity Ce rtificate  will be  made  by the  Paying Age nt to
DT C.  Payme nts  will be  made  to be ne ficial owne rs  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  in accordance  with the  rule s  and
proce dure s  of DT C or its  dire ct and indire ct participants ,  as  applicable .  Ne ithe r the  Is sue r,  the  Guarantor nor the  Paying Age nt nor
any of the ir re spe ctive  age nts  will have  any re spons ibility or liability for any aspe ct of the  re cords  of any se curitie s  inte rme diary in
the  chain of inte rme diarie s  be twe e n DT C and any be ne ficial owne r of an inte re s t in a Global Pre fe rre d Se curity Ce rtificate ,  or the
failure  of DT C or any inte rme diary to pass  through to any be ne ficial owne r any payme nts  that the  Paying Age nt make s  to DT C.
 

DT C has  advise d us  that it is  a limite d-purpose  trus t company organiz e d unde r the  Ne w York Banking Law, a “banking
organiz ation” within the  me aning of the  Ne w York Banking Law, a me mbe r of the  Fe de ral Re se rve  Sys te m, a “cle aring
corporation” within the  me aning of the  Ne w York Uniform Comme rcial Code , and a “cle aring age ncy” re gis te re d pursuant to the
provis ions  of Se ction 17A of the  Exchange  Act.  DT C was  cre ate d to hold se curitie s  of its  participants  and to facilitate  the
cle arance  and se ttle me nt of transactions  among its  participants  in those  se curitie s  through e le ctronic se curitie s  ce rtificate s .  DT C
participants  include  se curitie s  broke rs  and de ale rs ,  including partie s  that may act as  unde rwrite rs ,  de ale rs  or age nts  with re spe ct to
the  se curitie s ,  banks , trus t companie s , cle aring corporations  and ce rtain othe r organiz ations , some  of which, along with ce rtain of
the ir re pre se ntative s  and othe rs ,  own DT C.  Acce ss  to the  DT C book-e ntry sys te m is  also available  to othe rs ,  such as  banks ,
broke rs ,  de ale rs  and trus t companie s  that cle ar through or maintain a cus todial re lationship with a participant,  e ithe r dire ctly or
indire ctly.
 

T ransfe rs  be twe e n participants  in DT C will be  e ffe cte d in the  ordinary way in accordance  with DT C’s  rule s  and ope rating
proce dure s  and will be  se ttle d in same  day funds .
 
Misce llane ous
 

Exchange  Se rie s  5 pre fe rre d se curitie s  are  not subje ct to any mandatory re de mption or s inking fund provis ions .  Holde rs  of
e xchange  Se rie s  5 pre fe rre d se curitie s  have  no pre e mptive  rights .
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DESCRIPT ION OF T HE GUARANT EE

 
T his  se ction de scribe s  the  ge ne ral te rms  and conditions  of the  Payme nt and Guarante e  Agre e me nt,  which is  re fe rre d to as  the

“Guarante e ,” e nte re d into by the  Is sue r and the  Guarantor on January 31, 2007 for the  be ne fit of the  holde rs  from time  to time  of the
e xchange  Se rie s  5 pre fe rre d se curitie s  and the  re s tricte d Se rie s  5 pre fe rre d se curitie s .
 

Be cause  this  is  only a summary, it doe s  not contain all the  de tails  found in the  full te xt of the  Guarante e .  If you would like
additional information, you should re ad the  full te xt of the  Guarante e , a copy of which is  file d as  an e xhibit to the  Is sue r’s
re gis tration s tate me nt on Form F-4, which this  prospe ctus  forms  part of.
 
Ge ne ral
 

Subje ct to the  re s trictions  spe cifie d in this  prospe ctus , and unle ss  paid by the  Is sue r,  the  Guarantor will pay, in full,  to the
holde rs  of e xchange  Se rie s  5 pre fe rre d se curitie s ,  the  Guarante e  payme nts ,  as  de fine d be low, as  and whe n due , re gardle ss  of
any de fe nse , right of se t-off or counte rclaim which the  Is sue r may have  or asse rt.
 

T he  following payme nts ,  if not paid by the  Is sue r,  which we  will re fe r to as  Guarante e  payme nts ,  will be  subje ct to the
Guarante e , without duplication:
 
 · any accrue d and unpaid Dis tributions ;

 
 · the  re de mption price  for any e xchange  Se rie s  5 pre fe rre d se curitie s  re de e me d by the  Is sue r; and

 
 · the  liquidation dis tribution pe r e xchange  Se rie s  5 pre fe rre d se curity de scribe d unde r “De scription of the  e xchange

Se rie s  5 pre fe rre d se curitie s—Rights  upon Liquidation.”
 

A holde r of e xchange  Se rie s  5 pre fe rre d se curitie s  may e nforce  the  Guarante e  dire ctly agains t the  Guarantor,  and the
Guarantor will waive  any right or re me dy to re quire  that any action be  brought agains t the  Is sue r or any othe r pe rson or e ntity be fore
proce e ding agains t the  Guarantor. T he  Guarante e  will not be  discharge d e xce pt by payme nt of the  Guarante e  payme nts  in full and
by comple te  pe rformance  of all obligations  of the  Guarantor unde r the  Guarante e .
 

T he  Guarante e  cons titute s  a guarante e  of payme nt and not of colle ction only.
 

T he  Is sue r is  a wholly-owne d subs idiary of the  Guarantor. Unde r the  Guarante e , as  long as  any e xchange  Se rie s  5 pre fe rre d
se curitie s  are  outs tanding, the  Guarantor has  agre e d to maintain 100% owne rship in the  ordinary share s  of the  Is sue r.
 
Distributions
 

T he  Guarantor will not be  obligate d to make  any guarante e  payme nt in re spe ct of Dis tributions  (including accrue d and unpaid
Dis tributions  re lating to any payme nt upon re de mption or liquidation dis tribution) on any e xchange  Se rie s  5 pre fe rre d se curitie s ,  if
the  aggre gate  of such Dis tribution toge the r with (a) any othe r dis tributions  pre vious ly paid during the  the n-curre nt fiscal ye ar
(de fine d as  the  accounting ye ar of the  Guarantor) and (b) any dis tributions  propose d to be  paid during the  the n-curre nt Dis tribution
Pe riod, in e ach case  on or in re spe ct of Pre fe rre d Se curitie s  (including the  Se rie s  5 pre fe rre d se curitie s ) would e xce e d
Dis tributable  Profits ,  as  de fine d be low, of the  imme diate ly pre ce ding fiscal ye ar.
 

Eve n if Dis tributable  Profits  are  sufficie nt,  the  Guarantor will not be  obligate d to make  any payme nt unde r the  Guarante e , if
unde r applicable  Spanish Banking re gulations  re lating to capital ade quacy re quire me nts  affe cting financial ins titutions  which fail to
me e t the ir re quire d capital ratios  on a pare nt company only bas is  or on a consolidate d bas is ,  the  Guarantor would be  pre ve nte d at
such time  from making payme nts  on its  ordinary share s  or on Pre fe rre d Se curitie s  is sue d by the  Guarantor.

 
If the  Guarante e  payme nts  cannot be  made  in full due  to such limitations , the  payme nts  in re spe ct of the  e xchange  Se rie s  5

pre fe rre d se curitie s  and all othe r Pre fe rre d Se curitie s  will be  made  pro rata among all holde rs  of
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Pre fe rre d Se curitie s  in the  proportion that the  amount available  for payme nt be ars  to the  full amount that would have  be e n payable ,
had the re  be e n no limitation.
 

“Dis tributable  Profits” me ans , for any fiscal ye ar,  the  re porte d ne t profit (calculate d in compliance  with the  re gulations  of the
Bank of Spain) of the  Guarantor,  de te rmine d afte r tax and e xtraordinary ite ms  for such ye ar,  as  de rive d from the  non-consolidate d
audite d profit and loss  account of the  Guarantor,  irre spe ctive  of whe the r share holde rs ’ me e ting approval is  s till pe nding, pre pare d
in accordance  with ge ne rally applicable  accounting s tandards  in Spain and Bank of Spain re quire me nts  and guide line s , e ach as  in
e ffe ct at the  time  of such pre paration.  In the  e ve nt that on any Dis tribution payme nt date , the  audit of the  non-consolidate d profit
and loss  account has  not be e n comple te d, the  re fe re nce  to be  use d to calculate  the  Dis tributable  Profits  will be  the  balance  of the
unaudite d non-consolidate d profit and loss  account of the  Guarantor as  re porte d in the  financial s tate me nts  de live re d to the  Bank of
Spain in re spe ct of De ce mbe r 31s t of the  pre ce ding fiscal ye ar.
 
Re de mption Price
 

Unde r the  Guarante e , the  Guarantor will guarante e  the  payme nt of the  full amount of the  re de mption price  on the  e xchange
Se rie s  5 pre fe rre d se curitie s  that the  Is sue r may re de e m. Howe ve r, if this  re de mption price  include s  accrue d and unpaid
Dis tributions  from the  curre nt Dis tribution payme nt pe riod to the  date  of re de mption, the  Guarantor’s  obligation to pay this  portion
of the  re de mption price  will be  subje ct to the  limitation de scribe d above  unde r the  se ction e ntitle d “—Dis tributions .”
 
Liquidating Dis tributions
 

If at the  time  that any liquidation dis tributions  are  to be  paid pursuant to the  Guarante e  in re spe ct of the  e xchange  Se rie s  5
pre fe rre d se curitie s ,  proce e dings  are  pe nding or have  be e n comme nce d for the  voluntary or involuntary liquidation, dis solution or
winding-up of the  Guarantor or for a re duction in the  Guarantor’s  share holde rs ’ e quity pursuant to Article  169 of the  Spanish
Corporations  Act,  the n payme nts  for such liquidation dis tributions  and any liquidation dis tributions  payable  with re spe ct to all othe r
Pre fe rre d Se curitie s  will not e xce e d the  liquidation dis tributions  that would have  be e n payable  from the  asse ts  of the  Guarantor
(afte r payme nt in full in accordance  with Spanish law of all cre ditors  of the  Guarantor,  including holde rs  of its  subordinate d de bt,
but e xcluding holde rs  of any guarante e  or othe r contractual right e xpre ss ly ranking e qually with or junior to the  Guarante e ) had all
the  Pre fe rre d Se curitie s  be e n is sue d by the  Guarantor and ranke d:
 
 · junior to all liabilitie s  of the  Guarantor;

 
 · pari passu with the  mos t se nior Pre fe rre d Se curitie s  which could have  be e n is sue d by the  Guarantor (if any); and

 
 · se nior to the  Guarantor’s  ordinary share s .

 
In the  e ve nt of any liquidation or winding-up of the  Guarantor or a re duction in its  share holde rs ’ e quity pursuant to Article  169

of the  Spanish Corporations  Law, the  Guarantor will e xe rcise  its  voting rights  in orde r to wind-up the  Is sue r,  subje ct to the  prior
conse nt of the  Bank of Spain.  In this  case , holde rs  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  right to re ce ive  liquidation
dis tributions  will be  limite d as  de scribe d above .
 

If the  payme nts  de scribe d above  cannot be  made  in full due  to this  limitation, the  payme nts  will be  made  pro rata in the
proportion that the  amount available  for payme nt be ars  to the  full amount that would have  be e n payable , had the re  be e n no such
limitation.
 
Status
 

T he  Guarante e  cons titute s  an unse cure d obligation of the  Guarantor which:
 
 · ranks  junior to all liabilitie s  of the  Guarantor,  including subordinate d liabilitie s  (othe r than any guarante e  or contractual right

e xpre ss ly ranking e qually with or junior to the  Guarante e );
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 · ranks  pari passu with the  mos t se nior Pre fe rre d Se curitie s  which could have  be e n is sue d by the  Guarantor,  if any, and any

obligations  of the  Guarantor unde r any guarante e  is sue d by it re lating to any Pre fe rre d Se curitie s  is sue d by any
subs idiary; and

 
 · ranks  se nior to the  Guarantor’s  ordinary share s .

 
Each holde r of e xchange  Se rie s  5 pre fe rre d se curitie s  by its  acquis ition of e xchange  Se rie s  5 pre fe rre d se curitie s  will be

de e me d to waive  all othe r prioritie s  that Spanish law or re gulations  may confe r at any time  including those  aris ing from article s  92
and 158 of Law 22/2003 of 9 July 2003 (Ley Concursal),  if any.
 

If any amount re quire d to be  paid pursuant to the  Guarante e  in re spe ct of a Dis tribution payable  during the  mos t re ce nt
Dis tribution Pe riod has  not be e n paid, due  to the  limitation on Dis tributable  Profits  de scribe d above  unde r the  se ction e ntitle d “—
Dis tributions” above  or othe rwise , the n:
 
 · no divide nds  (othe r than in the  form of Guarantor’s  ordinary share s  or othe r share s  of the  Guarantor ranking junior to the

obligations  of the  Guarantor unde r the  Guarante e ) will be  de clare d or paid or se t apart for payme nt, or othe r dis tribution
made , upon the  Guarantor’s  ordinary share s  or any othe r share s  of the  Guarantor ranking junior to the  Guarante e ; and

 
 · the  Guarantor will not re de e m, re purchase  or othe rwise  acquire  for any cons ide ration (including any amounts  to be  paid or

made  available  for a s inking fund for re de mption of any Guarantor ordinary share s ),  the  Guarantor’s  ordinary share s  or any
othe r share s  of the  Guarantor ranking junior to the  obligations  of the  Guarantor unde r the  Guarante e  (e xce pt by conve rs ion
into or e xchange  for share s  of the  Guarantor ranking junior to the  Guarante e ),

 
until such time  as  e ithe r the  Is sue r,  or the  Guarantor,  in accordance  with the  Guarante e , shall have  re sume d the  payme nt of,  or se t
as ide  payme nt with re spe ct to,  full Dis tributions  on the  e xchange  Se rie s  5 pre fe rre d se curitie s  for four conse cutive  Dis tribution
Pe riods .
 

T he  obligations  of the  Guarantor ranking e qually with the  Guarante e  are  the  Guarantor’s  guarante e s  with re spe ct to the
following is sue s  of Pre fe rre d Se curitie s :
 

Santande r Finance  Pre fe rre d, S.A. Unipe rsonal:  Se rie s  1 $190,000,000 6.41% Pre fe rre d Se curitie s  is sue d on March 11,
2004; Se rie s  2 € 300,000,000 CMS – Linke d Pre fe rre d Se curitie s  is sue d on Se pte mbe r 30, 2004, Se rie s  3 € 200,000,000 5.75%
Pre fe rre d Se curitie s  is sue d on Octobe r 8, 2004, Se rie s  4 $500,000,000 6.80% Pre fe rre d Se curitie s  is sue d on Nove mbe r 21,
2006, Se rie s  6 $350,000,000 Floating Rate  Pre fe rre d Se curitie s  is sue d on March 5, 2007 and Se rie s  7 GBP 250,000,000
Fixe d/Floating Rate  Pre fe rre d Se curitie s  is sue d on July 10, 2007; and
 

Santande r Finance  Capital,  S.A. Unipe rsonal:  Se rie s  I € 450,000,000 Fixe d (the  firs t two pe riods ) and Floating Rate  Pre fe rre d
Se curitie s  is sue d on Octobe r 7, 2003; Se rie s  II € 400,000,000 Fixe d (the  firs t two pe riods ) and Floating Rate  Pre fe rre d Se curitie s
is sue d on Fe bruary 18, 2004; Se rie s  III € 750,000,000 Fixe d (the  firs t two pe riods ) and Floating Rate  Pre fe rre d Se curitie s  is sue d
on July 30, 2004; Se rie s  IV € 680,000,000 Fixe d (the  firs t two pe riods ) and Floating Rate  Pre fe rre d Se curitie s  is sue d on
Se pte mbe r 30, 2004 and Se rie s  V € 1,000,000,000 Fixe d (the  firs t four pe riods ) and Floating Rate  Pre fe rre d Se curitie s  is sue d on
De ce mbe r 4, 2005.
 
Othe r Guarante e s
 

T he  Guarantor will not is sue  any pre fe rre d se curitie s  or othe r se curitie s  e quivale nt to pre fe rre d se curitie s  ranking se nior to its
obligations  unde r the  Guarante e  and will not guarante e  payme nts  on pre fe rre d se curitie s  of any dire ct or indire ct subs idiary if that
guarante e  would rank se nior to the  Guarante e  (including, without limitation, any guarante e  that would provide  a priority of payme nt
with re spe ct to Dis tributable  Profits ) unle ss  the  Guarante e  is  ame nde d to give  to the  holde rs  of e xchange  Se rie s  5 pre fe rre d
se curitie s  the  rights  and e ntitle me nts  as  are  containe d in or attache d to such pre fe rre d se curitie s  or se curitie s  e quivale nt to
pre fe rre d se curitie s  or such othe r guarante e , so that the  Guarante e  ranks  e qually with, and contains  subs tantially e quivale nt rights
of priority on payme nt of Dis tributable  Profits ,  if any, as  such pre fe rre d se curitie s  or se curitie s  e quivale nt to pre fe rre d se curitie s  or
othe r guarante e .  “Subs idiary” me ans  an e ntity in which the  Guarantor owns , dire ctly or indire ctly, a majority of the  voting share s .
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General

 
T he  Guarantor shall not ass ign its  obligations  unde r the  Guarante e  without the  prior approval of the  holde rs  of not le ss  than

two-thirds  in liquidation pre fe re nce  of the  outs tanding e xchange  Se rie s  5 pre fe rre d se curitie s  and re gis te re d Se rie s  5 pre fe rre d
se curitie s  of the  Is sue r or by re solution adopte d at a spe cial ge ne ral me e ting of the  holde rs  (Junta General Especial de Partícipes)
and approve d by holde rs  of at le as t two-thirds  of the  liquidation pre fe re nce  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  and
re gis te re d Se rie s  5 pre fe rre d se curitie s  of the  Is sue r; provide d, howe ve r, that the  fore going shall not pre clude  the  Guarantor from
me rging or consolidating with, or trans fe rring or othe rwise  ass igning all or subs tantially all of its  asse ts  to,  a banking organiz ation
or any othe r e ntity pe rmitte d by applicable  laws  without obtaining any approval of such holde rs .
 

Unde r the  te rms  of the  Guarante e , the  Guarantor will unde rtake  to maintain the  owne rship of 100% of the  ordinary share s  of the
Issue r,  dire ctly or indire ctly, as  long as  any e xchange  Se rie s  5 pre fe rre d se curitie s  are  outs tanding, and not to pe rmit or take  any
action to cause  the  liquidation, dis solution or winding up of the  Is sue r e xce pt as  de scribe d above  in “De scription of the  e xchange
Se rie s  5 pre fe rre d se curitie s—Rights  upon Liquidation.”
 
Ame ndme nts
 

Exce pt as  de scribe d in “–Othe r Guarante e s” above , e xce pt for any change s  which do not adve rse ly affe ct the  rights  of
holde rs ,  or e xce pt for those  change s  ne ce ssary or de s irable  to give  e ffe ct to any one  or more  transactions  re fe rre d to in
“Ge ne ral” above , in which case  no vote  will be  re quire d, the  Guarante e  may be  change d only by agre e me nt in writing with the
prior approval of the  holde rs  of not le ss  than two-thirds  in liquidation pre fe re nce  of all e xchange  Se rie s  5 pre fe rre d se curitie s  and
re gis te re d Se rie s  5 pre fe rre d se curitie s ,  or by a re solution adopte d at a spe cial ge ne ral me e ting of holde rs  (Junta General Especial
de Partícipes) and approve d by the  holde rs  of not le ss  than two-thirds  in liquidation pre fe re nce  of the  e xchange  Se rie s  5 pre fe rre d
se curitie s  and re gis te re d Se rie s  5 pre fe rre d se curitie s .
 
Subrogation
 

Unde r the  Guarante e , the  Guarantor will be  subrogate d to all rights  that the  holde rs  of e xchange  Se rie s  5 pre fe rre d se curitie s
may have  agains t the  Is sue r for amounts  that the  Guarantor paid to those  holde rs  unde r the  Guarante e  and the  Guarantor will have
the  right to waive  payme nt of any amount of Dis tributions  that it has  made  to those  holde rs .
 

T he  Guarantor will not,  e xce pt as  re quire d by mandatory provis ions  of law, e xe rcise  any rights  that it may acquire  by
subrogation, inde mnity, re imburse me nt or othe r agre e me nt,  as  a re sult of a payme nt unde r the  Guarante e , if,  at the  time  of that
payme nt, any amounts  are  due  and unpaid unde r the  Guarante e .
 

If any amount on the  e xchange  Se rie s  5 pre fe rre d se curitie s  is  paid to the  Guarantor in violation of the  pre ce ding paragraph,
the  Guarantor will pay that amount to the  holde rs  of the  e xchange  Se rie s  5 pre fe rre d se curitie s .
 
T e rmination of the  Guarante e
 

T he  Guarante e  will te rminate  upon:
 
 · payme nt of the  re de mption price  of all outs tanding e xchange  Se rie s  5 pre fe rre d se curitie s  and re gis te re d Se rie s  5

pre fe rre d se curitie s  cove re d by the  Guarante e ;
 
 · purchase  and cance llation of all e xchange  Se rie s  5 pre fe rre d se curitie s  and re gis te re d Se rie s  5 pre fe rre d se curitie s ; or

 
 · payme nt of the  Se rie s  5 pre fe rre d se curitie s  liquidation dis tribution.

 
T he  Guarante e  will continue  to be  e ffe ctive , or will be  re ins tate d, if at any time  a holde r of a e xchange  Se rie s  5 pre fe rre d

se curity is  re quire d to re s tore  payme nt of any sums  paid on such e xchange  Se rie s  5 pre fe rre d se curity or unde r the  Guarante e .
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Gove rning Law
 

T he  Guarante e  will be  gove rne d by, and cons true d in accordance  with, the  laws  of the  State  of Ne w York.  T he  ranking of the
Guarante e  will be  gove rne d by Spanish Law.
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CERT AIN RELAT IONSHIPS AND RELAT ED PART Y T RANSACT IONS
 

Ple ase  re fe r to Ite m 7.B of our 2006 Form 20-F.
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T AXAT ION
 
Spanish T ax Cons ide rations
 

In the  opinion of Uría Me né nde z , the  following is  a discuss ion of the  Spanish tax conse que nce s  of the  owne rship of e xchange
Se rie s  5 pre fe rre d se curitie s . T he  information provide d be low doe s  not purport to be  a comple te  analys is  of the  tax law and
practice  curre ntly applicable  in Spain and doe s  not purport to addre ss  the  tax conse que nce s  applicable  to all cate gorie s  of
inve s tors ,  some  of which may be  subje ct to spe cial rule s .
 

Prospe ctive  purchase rs  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  are  advise d to consult the ir own tax advise rs  as  to the
tax conse que nce s , including those  unde r the  tax laws  of the  country of which the y are  re s ide nt,  of purchas ing, owning and
dispos ing of e xchange  Se rie s  5 pre fe rre d se curitie s .
 

T he  summary se t out be low is  base d upon Spanish law as  in e ffe ct on the  date  of this  prospe ctus  and is  subje ct to any change
in such law that may take  e ffe ct afte r such date .
 

Re fe re nce s  in this  se ction to se curityholde rs  include  the  be ne ficial owne rs  of the  e xchange  Se rie s  5 pre fe rre d se curitie s . T he
s tate me nts  re garding Spanish law and practice  se t forth be low assume  that the  e xchange  Se rie s  5 pre fe rre d se curitie s  will be
is sue d, and trans fe rs  the re of will be  made , in accordance  with the  Spanish law.
 

T his  information has  be e n pre pare d in accordance  with the  following Spanish tax le gis lation in force  at the  date  of this
prospe ctus :
 

(a)   of ge ne ral application, Additional Provis ion T wo of Law 13/1985, of 25th May on inve s tme nt ratios ,  own funds  and
information obligations  of financial inte rme diarie s ,  as  ame nde d by Law 19/2003, of 4th July on le gal rule s  gove rning fore ign
financial transactions  and capital move me nts  and various  mone y launde ring pre ve ntion me asure s  and Law 23/2005, of 18th
Nove mbe r on ce rtain tax me asure s  to promote  the  productivity, as  we ll as  Royal De cre e  2281/1998, of 23rd Octobe r de ve loping
ce rtain disclosure  obligations  to the  tax authoritie s ,  as  ame nde d by Royal De cre e  1778/2004, of 30th July e s tablishing information
obligations  in re lation to pre fe rre d se curitie s  and othe r de bt ins trume nts  and ce rtain income  obtaine d by individuals  re s ide nt in the
Europe an Union and othe r tax rule s  (Royal De cre e  2281/1998 will be  re place d by Royal De cre e  1065/2007, of  July 27, e nacting
the  Ge ne ral Re gulations  on the  actions  and proce e dings  re lating to tax manage me nt and tax audit and on the  de ve lopme nt of the
common rule s  conce rning tax application and proce dure s , as  of January 1, 2008);
 

(b)   for individuals  re s ide nt for tax purpose s  in Spain which are  subje ct to the  Individual Income  T ax (“IIT ”), Law 35/2006 of
Nove mbe r 28, on the  IIT  and on the  Partial Ame ndme nt of the  Corporate  Income  T ax Law, the  Non-Re s ide nts  Income  T ax Law and
the  Ne t We alth T ax Law, and Royal De cre e  439/2007, of 30th March promulgating the  IIT  Re gulations , along with Law 19/1991, of
6th June  on Ne t We alth T ax and Law 29/1987, of 18th De ce mbe r on Inhe ritance  and Gift T ax;
 

(c)   for le gal e ntitie s  re s ide nt for tax purpose s  in Spain which are  subje ct to the  Corporate  Income  T ax (“CIT ”), Royal
Le gis lative  De cre e  4/2004, of 5th March promulgating the  Consolidate d T e xt of the  CIT  Law, and Royal De cre e  1777/2004, of
30th July promulgating the  CIT  Re gulations ; and
 

(d)   for individuals  and e ntitie s  who are  not re s ide nt for tax purpose s  in Spain which are  subje ct to the  Non-Re s ide nt Income
T ax (“NRIT ”), Royal Le gis lative  De cre e  5/2004, of 5th March promulgating the  Consolidate d T e xt of the  NRIT  Law, and Royal
De cre e  1776/2004, of 30th July promulgating the  NRIT  Re gulations , along with Law 19/1991, of 6th June  on Ne t We alth T ax and
Law 29/1987, of 18th De ce mbe r on Inhe ritance  and Gift T ax.
 

Whate ve r the  nature  and re s ide nce  of the  se curityholde r,  the  acquis ition and trans fe r of e xchange  Se rie s  5 pre fe rre d
se curitie s  will be  e xe mpt from indire ct taxe s  in Spain, i.e .,  e xe mpt from T rans fe r T ax and Stamp Duty, in accordance  with the
Consolidate d T e xt of such tax promulgate d by Royal Le gis lative  De cre e  1/1993, of 24th Se pte mbe r and e xe mpt from Value
Adde d T ax, in accordance  with Law 37/1992, of 28th De ce mbe r re gulating such tax.
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Individuals  with T ax Re s ide ncy in Spain
 

Individual Income Tax (Impuesto sobre la Renta de las Personas Físicas)
 

Both dis tributions  pe riodically re ce ive d and income  de rive d from the  trans fe r,  re de mption or re payme nt of the  e xchange
Se rie s  5 pre fe rre d se curitie s  (including impute d income  de riving from the  e xchange  of the  e xchange  Se rie s  5 pre fe rre d se curitie s
in re lation to an e xchange  offe r) cons titute  a re turn on inve s tme nt obtaine d from the  trans fe r of a pe rson’s  own capital to third
partie s  in accordance  with the  provis ions  of Se ction 25.2 of the  IIT  Law, and mus t be  include d in the  inve s tor’s  IIT  savings  taxable
base  and taxe d at a flat rate  of 18%.
 

Both type s  of income  are  subje ct to a withholding on account of IIT  at the  rate  of 18%. T he  individual holde r may cre dit the
withholding agains t his  or he r final IIT  liability for the  re le vant tax ye ar.
 

Net Wealth Tax (Impuesto sobre el Patrimonio)
 

Individuals  who are  re s ide nt in Spain for tax purpose s  and hold e xchange  Se rie s  5 pre fe rre d se curitie s  on the  las t day of any
ye ar will be  subje ct to the  Spanish Ne t We alth T ax for such ye ar at marginal rate s  curre ntly varying be twe e n 0.2% and 2.5% of the
quote d ave rage  value  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  during the  las t quarte r of the  ye ar during which such e xchange
Se rie s  5 pre fe rre d se curitie s  we re  he ld, with an e xe mpt amount e s tablishe d by the  compe te nt autonomous  community (comunidad
autónoma), or €108,182.18 if no e xe mpt amount is  e s tablishe d.
 

Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones)
 

Individuals  re s ide nt in Spain for tax purpose s  who acquire  owne rship or othe r rights  ove r any e xchange  Se rie s  5 pre fe rre d
se curitie s  by inhe ritance , gift or le gacy will be  subje ct to the  Spanish Inhe ritance  and Gift T ax in accordance  with the  applicable
Spanish re gional and State  rule s . T he  applicable  tax rate s  curre ntly range  be twe e n 7.65% and 81.6%, de pe nding on re le vant
factors .
 

Legal Entities with Tax Residency in Spain
 

Corporate Income Tax (Impuesto sobre Sociedades)
 

Both dis tributions  pe riodically re ce ive d and income  de rive d from the  trans fe r,  re de mption or re payme nt of the  e xchange
Se rie s  5 pre fe rre d se curitie s  (including impute d income  de riving from the  e xchange  of the  e xchange  Se rie s  5 pre fe rre d se curitie s
in re lation to an e xchange  offe r) are  subje ct to CIT  (at the  curre nt ge ne ral tax rate  of 32.5%, which will be  re duce d to 30% on
January 1, 2008) in accordance  with the  rule s  for this  tax.
 

In accordance  with Se ction 59.s ) of the  CIT  Re gulations , the re  is  no obligation to withhold on income  payable  to Spanish CIT
taxpaye rs  (which for the  sake  of clarity, include  Spanish tax re s ide nt inve s tme nt funds  and Spanish tax re s ide nt pe ns ion funds) from
financial asse ts  trade d on organiz e d marke ts  in OECD countrie s .  T he  Is sue r will make  an application for the  e xchange  Se rie s  5
pre fe rre d se curitie s  to be  trade d on the  Ne w York Stock Exchange  prior to the  Firs t Dis tribution Date  afte r the  e xchange  offe r and,
upon admiss ion to trading on the  Ne w York Stock Exchange , the  e xchange  Se rie s  5 pre fe rre d se curitie s  will fulfill the  re quire me nts
se t forth in the  le gis lation for e xe mption from withholding.
 

T he  Dire ctorate  Ge ne ral for T axation (Dire cción Ge ne ral de  T ributos—“DGT ”), on 27th July 2004, is sue d a ruling indicating
that in the  case  of is sue s  made  by e ntitie s  re s ide nt in Spain, as  in the  case  of the  Is sue r,  application of the  e xe mption re quire s  that
the  e xchange  Se rie s  5 pre fe rre d se curitie s  be  place d outs ide  Spain in anothe r OECD country.  T he  Is sue r cons ide rs  that the  is sue
of the  e xchange  Se rie s  5 pre fe rre d se curitie s  will fall within this  e xe mption as  the  e xchange  Se rie s  5 pre fe rre d se curitie s  are  to be
sold outs ide  Spain and in the  inte rnational capital marke ts  and none  of the  e ntitie s  initially placing the  e xchange  Se rie s  5 pre fe rre d
se curitie s  is  re s ide nt in Spain.  Conse que ntly, the  Is sue r will not withhold on dis tributions  to Spanish CIT  taxpaye rs  that provide
re le vant information to qualify as  such. If the  Spanish tax authoritie s  maintain a diffe re nt opinion on this  matte r,  howe ve r, the  Is sue r
will be  bound by that opinion and, with imme diate  e ffe ct,  will make  the  appropriate  withholding and the  Is sue r and the  Guarantor
will not,  as  a re sult,  pay additional amounts .
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In orde r to imple me nt the  e xe mption from withholding, the  proce dure s  laid down in the  Orde r of 22nd De ce mbe r 1999 will be

followe d. No re duction pe rce ntage  will be  applie d. Se e  “—Evide ncing of Be ne ficial Owne r Re s ide ncy in Conne ction with
Dis tributions  and Income  Obtaine d from the  Exchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d
se curitie s”.
 

Net Wealth Tax (Impuesto sobre el Patrimonio)
 

Spanish le gal e ntitie s  are  not subje ct to the  Spanish Ne t We alth T ax.
 

Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones)
 

Le gal e ntitie s  re s ide nt in Spain for tax purpose s  which acquire  owne rship or othe r rights  ove r the  e xchange  Se rie s  5 pre fe rre d
se curitie s  by inhe ritance , gift or le gacy are  not subje ct to the  Spanish Inhe ritance  and Gift T ax but mus t include  the  marke t value  of
the  e xchange  Se rie s  5 pre fe rre d se curitie s  in the ir taxable  income  for Spanish CIT  purpose s .
 

Individuals and Legal Entities with no Tax Residency in Spain
 

Non-Resident Income Tax (Impuesto sobre la Renta de no Residentes)
 

(a)                 Non-Spanish re s ide nt inve s tors  acting through a pe rmane nt e s tablishme nt in Spain
 

If the  e xchange  Se rie s  5 pre fe rre d se curitie s  form part of the  asse ts  of a pe rmane nt e s tablishme nt in Spain of a pe rson or le gal
e ntity who is  not re s ide nt in Spain for tax purpose s , the  tax rule s  applicable  to income  de riving from such e xchange  Se rie s  5
pre fe rre d se curitie s  are , ge ne rally, the  same  as  those  pre vious ly se t out for Spanish CIT  taxpaye rs . Se e  “—Le gal Entitie s  with
T ax Re s ide ncy in Spain—Corporate  Income  T ax (Impuesto sobre Sociedades).”  Owne rship of the  e xchange  Se rie s  5 pre fe rre d
se curitie s  by inve s tors  who are  not re s ide nt for tax purpose s  in Spain will not in itse lf cre ate  the  e xis te nce  of a pe rmane nt
e s tablishme nt in Spain.
 

(b)                 Non-Spanish re s ide nt inve s tors  not acting through a pe rmane nt e s tablishme nt in Spain
 

Both dis tributions  pe riodically re ce ive d and income  de rive d from the  trans fe r,  re de mption or re payme nt of the  e xchange
Se rie s  5 pre fe rre d se curitie s  (including income  de riving from the  e xchange  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  in
re lation to an e xchange  offe r),  obtaine d by individuals  or e ntitie s  who are  not re s ide nt in Spain for tax purpose s  and who do not
act,  with re spe ct to the  e xchange  Se rie s  5 pre fe rre d se curitie s ,  through a pe rmane nt e s tablishme nt in Spain, are  e xe mpt from
NRIT .
 

T his  e xe mption is  not applicable  if such income  is  obtaine d through countrie s  or te rritorie s  class ifie d as  tax have ns , as  lis te d
be low (be ing those  include d in Royal De cre e  1080/1991, of 5th July, as  ame nde d), in which case  such income  will be  subje ct to
NRIT  in Spain at the  rate  of 18% which the  Is sue r will withhold.
 

In orde r to be  e ligible  for the  e xe mption from NRIT , it is  ne ce ssary to comply with ce rtain information obligations  re lating to
the  ide ntity and re s ide nce  of the  be ne ficial owne rs  e ntitle d to re ce ive  dis tributions  on the  e xchange  Se rie s  5 pre fe rre d se curitie s ,
in the  manne r de taile d unde r “—Evide ncing of Be ne ficial Owne r Re s ide ncy in Conne ction with Dis tributions  and income  obtaine d
from the  Exchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s” as  laid down in se ction
12 of Royal De cre e  2281/1998, as  promulgate d by Royal De cre e  1778/2004 (which will be  re place d by Se ction 44 of Royal
De cre e  1065/2007 as  of January 1, 2008).  If the se  information obligations  are  not complie d with in the  manne r indicate d, the  Is sue r
will withhold 18% and the  Is sue r will not pay additional amounts .
 

Re garding impute d income  de rive d from the  e xchange  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  unde r an e xchange
offe r,  the  Is sue r,  if applicable  in accordance  with the  pre ce ding paragraphs , will be  re quire d to withhold tax (curre ntly at the  rate  of
18%) on the  diffe re nce  be twe e n the  the n-curre nt marke t value  of the  se curitie s  re ce ive d and the  is suance  price  of the  re s tricte d
Se rie s  5 pre fe rre d se curitie s  de live re d by such be ne ficial owne rs  in e xchange . In orde r to withhold such amount,  the  Is sue r will
de duct the  amount from any ne t dis tribution payme nt made  to be ne ficial owne rs  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  in the
e xchange  offe r on or imme diate ly following the  se ttle me nt date  of such an e xchange  offe r (in addition to the  withholding tax
corre sponding to such dis tribution
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payme nt) or in the  e ve nt that the  amount of the  withholding tax to be  colle cte d pursuant to an e xchange  ope ration e xce e ds  the
amount of such ne t dis tribution payme nt, the  proce dure  de scribe d in se ction E of Article  II of Anne x A to this  prospe ctus  will be
followe d.  According to this  proce dure , the  Is sue r will arrange  for the  sale  in the  se condary marke t of an appropriate  quantity of
se curitie s  re ce ive d upon an e xchange  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  unde r an e xchange  offe r (the  “Exchange
Pre fe rre d Se curitie s”) as  may be  ne ce ssary to provide  cash in sufficie nt amounts  to me e t the  re le vant be ne ficial owne r’s
withholding tax liability with re spe ct to the  e xchange  of Pre fe rre d Se curitie s  to Exchange  Pre fe rre d Se curitie s .  Be ne ficial owne rs
(and DT C participants  acting on the ir be half) are  advise d that any trans fe r or sale  of the  Exchange  Pre fe rre d Se curitie s  pursuant to
the  above  me ntione d proce dure  may give  rise  to a taxable  income  e qual to the  pos itive  diffe re nce  be twe e n the  trans fe r value  of
the  Exchange  Pre fe rre d Se curitie s  and the ir acquis ition value . Such income  will not be  subje ct to withholding tax in Spain unle ss  the
re le vant trans fe r or sale  is  channe le d through a Spanish financial e ntity acting on be half of the  trans fe ror.  T he  above
notwiths tanding, the  non-Spanish re s ide nt be ne ficial owne r will have  to pay the  re le vant tax quota, if any, on the  income  de riving
from the  trans fe r or sale  of the  Exchange  Pre fe rre d Se curitie s  unle ss  the  e xe mption de scribe d in the  pre ce ding paragraphs
applie s .
 

T he  Is sue r be lie ve s  that the  filing with the  SEC of a she lf re gis tration s tate me nt in orde r to allow public sale s  of the  e xchange
Se rie s  5 pre fe rre d se curitie s  in the  Unite d State s  and to U.S. pe rsons  will not e ntail the  e xis te nce  of a taxable  e ve nt (i.e.,  e xchange )
unde r Spanish tax law, e ithe r at the  time  of filing the  she lf re gis tration s tate me nt or at the  time  of any re sale  of the  e xchange  Se rie s
5 pre fe rre d se curitie s .  Ne ve rthe le ss ,  the  re sale  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  unde r a she lf re gis tration s tate me nt
will be  tre ate d for Spanish tax purpose s  as  any othe r trans fe r of such se curitie s ,  with the  tax conse que nce s  de scribe d in the
pre ce ding paragraphs .
 

Payme nts  of liquidate d damage s  as  provide d unde r “Exchange  Offe r And Re gis tration Rights” of this  prospe ctus  may be
characte riz e d as  an inde mnity unde r Spanish law and the re fore  should be  made  fre e  of withholding or de duction on account of
Spanish taxe s . T his  notwiths tanding, non-Spanish re s ide nt be ne ficial owne rs  that re ce ive  payme nts  of liquidate d damage s  will
have  to pay the  corre sponding tax on the  gross  amount of income  obtaine d unle ss  an e xe mption from Spanish tax or a re duce d tax
rate  is  provide d by the  Spanish law or by an applicable  conve ntion for the  avoidance  of double  taxation e nte re d into by Spain and
such be ne ficial owne r’s  country of re s ide nce . T he  Is sue r be lie ve s  that unde r the  conve ntion for the  avoidance  of double  taxation
e nte re d into be twe e n the  Unite d State s  and Spain, income  in re spe ct of liquidate d damage s  payme nts  obtaine d by be ne ficial
owne rs  that are  re s ide nt in the  U.S. for the  purpose s  of such conve ntion and e ntitle d to its  be ne fits  may be  tre ate d as  “Othe r
Income ” and the re fore  may only be  subje ct to tax in the  U.S.
 

Be ne ficial owne rs  not re s ide nt in Spain for tax purpose s  and e ntitle d to e xe mption from NRIT  who do not time ly provide
e vide nce  of the ir tax re s ide ncy in accordance  with the  proce dure  de scribe d in de tail be low, may obtain a re fund of the  amount
withhe ld from the  Is sue r by following a quick re fund proce dure  or,  othe rwise , dire ctly from the  Spanish tax authoritie s  by following
the  s tandard re fund proce dure  de scribe d be low unde r “—Evide ncing of Be ne ficial Owne r Re s ide ncy in Conne ction with
Dis tributions  and Income  Obtaine d from the  Exchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d
se curitie s .” Be ne ficial owne rs  who have  be e n subje ct to Spanish withholding tax on income  de rive d from (i) the  re payme nt of
principal at the  Maturity Date  or any e arlie r date  of re de mption of e xchange  Se rie s  5 pre fe rre d se curitie s  is sue d with OID or (ii) the
e xchange  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  in re lation to an e xchange  offe r may obtain a re fund of the  amount withhe ld
dire ctly from the  Spanish tax authoritie s . Be ne ficial owne rs  are  advise d to consult the ir own tax advise rs  re garding the ir e ligibility to
claim a re fund from the  Spanish tax authoritie s  and the  proce dure s  to be  followe d in such circumstance s .
 

Net Wealth Tax (Impuesto sobre el Patrimonio)
 

T o the  e xte nt that income  de rive d from e xchange  Se rie s  5 pre fe rre d se curitie s  is  e xe mpt from NRIT , individual be ne ficial
owne rs  not re s ide nt in Spain for tax purpose s  who own inte re s ts  in such e xchange  Se rie s  5 pre fe rre d se curitie s  on the  las t day of
any ye ar will be  e xe mpt from Ne t We alth T ax. Furthe rmore , individual be ne ficial owne rs  re s ide nt in a country with which Spain has
e nte re d into a double  tax tre aty in re lation to We alth T ax that provide s  for taxation in such be ne ficial owne r’s  country of re s ide nce
will not be  subje ct to such tax.
 

If the  provis ions  of the  fore going two se nte nce s  do not apply, individuals  not re s ide nt in Spain for tax purpose s  who own
inte re s ts  in e xchange  Se rie s  5 pre fe rre d se curitie s  on the  las t day of any ye ar will be  subje ct to the  Spanish
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Ne t We alth T ax at marginal rate s  curre ntly varying be twe e n 0.2% and 2.5% of the  quote d ave rage  value  of the  e xchange  Se rie s  5
pre fe rre d se curitie s  during the  las t quarte r of the  ye ar during which such e xchange  Se rie s  5 pre fe rre d se curitie s  we re  he ld.
 

Non-Spanish re s ide nt le gal e ntitie s  are  not subje ct to the  Spanish Ne t We alth T ax.
 

Inheritance and Gift Tax (Impuesto sobre Sucesiones y Donaciones)
 

Individuals  not re s ide nt in Spain for tax purpose s  who acquire  owne rship or othe r rights  ove r e xchange  Se rie s  5 pre fe rre d
se curitie s  by inhe ritance , gift or le gacy, will be  subje ct to the  Spanish Inhe ritance  and Gift T ax in accordance  with the  applicable
Spanish re gional and s tate  rule s ,  unle ss  the y re s ide  in a country for tax purpose s  with which Spain has  e nte re d into a double  tax
tre aty in re lation to Inhe ritance  T ax.  In such case , the  provis ions  of the  re le vant double  tax tre aty will apply.
 

Non-re s ide nt le gal e ntitie s  which acquire  owne rship or othe r rights  ove r the  e xchange  Se rie s  5 pre fe rre d se curitie s  by
inhe ritance , gift or le gacy are  not subje ct to the  Spanish Inhe ritance  and Gift T ax.  Such acquis itions  will be  subje ct to NRIT  (as
de scribe d above ), without pre judice  to the  provis ions  of any applicable  double  tax tre aty e nte re d into by Spain. In ge ne ral,  double
tax tre atie s  provide  for the  taxation of this  type  of income  in the  country of re s ide nce  of the  be ne ficiary.
 

Tax Rules for exchange Series 5 preferred securities not Listed on an Organized Market in an OECD Country
 

Withholding on Account of IIT, CIT and NRIT
 

If the  e xchange  Se rie s  5 pre fe rre d se curitie s  are  not lis te d on an organiz e d marke t in an OECD country on any Dis tribution
Re cord Date , dis tributions  to be ne ficial owne rs  in re spe ct of the  e xchange  Se rie s  5 pre fe rre d se curitie s  will be  subje ct to
withholding tax at the  curre nt rate  of 18%, e xce pt if an e xe mption from Spanish tax or a re duce d withholding tax rate  is  provide d by
the  Spanish law or by an applicable  conve ntion for the  avoidance  of double  taxation e nte re d into be twe e n Spain and the  country of
re s ide nce  of the  re le vant be ne ficial owne r. Individuals  and e ntitie s  that may be ne fit from such e xe mptions  or re duce d tax rate s
would have  to follow e ithe r the  “—Quick Re fund Proce dure s” or the  “—Standard Re fund Proce dure ” de scribe d be low unde r “—
Evide ncing of Be ne ficial Owne r Re s ide ncy in Conne ction with Dis tributions  and Income  Obtaine d from the  Exchange  of re s tricte d
Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s” in orde r to obtain a re fund of the  amounts  withhe ld.
 

Net Wealth Tax (Impuesto sobre el Patrimonio)
 

If the  e xchange  Se rie s  5 pre fe rre d se curitie s  are  not lis te d on an organiz e d marke t in an OECD country on the  las t day of any
ye ar,  individuals  (whe the r or not re s ide nt in Spain for tax purpose s ) holding e xchange  Se rie s  5 pre fe rre d se curitie s  on the  las t day
of any such ye ar will be  subje ct to the  Spanish Ne t We alth T ax for such ye ar,  unle ss  in the  case  of individual inve s tors  not re s ide nt
in Spain for tax purpose s  a double  tax tre aty applie s ,  at marginal rate s  curre ntly varying be twe e n 0.2% and 2.5% of the  face  value
of the  e xchange  Se rie s  5 pre fe rre d se curitie s  he ld, with an e xe mpt amount (for individuals  re s ide nt in Spain for tax purpose s )
e s tablishe d by the  compe te nt autonomous  community (comunidad autónoma), or €108,182.18 if no e xe mpt amount is  e s tablishe d.
 

Tax Rules for Payments Made by the Guarantor
 

Payme nts  made  by the  Guarantor to se curityholde rs  will be  subje ct to the  same  tax rule s  pre vious ly se t out for payme nts  made
by the  Is sue r.
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Tax Havens
 

Pursuant to Royal De cre e  1080/1991, of 5 July, as  ame nde d, the  following are  e ach cons ide re d to be  a tax have n:
 
Aruba,   
British Virgin Is lands , Jamaica, Re public of T rinidad and T obago,
Cayman Is lands , Kingdom of Bahrain, Re public of Vanuatu,
Channe l Is lands  (Je rse y and Gue rnse y), Macao, Saint Lucia,
Falkland Is lands , Marianas  Is lands , Saint Vince nt & the  Gre nadine s
Fiji Is lands , Mauritius , Solomon Is lands ,
Gibraltar, Montse rrat, Sultanate  of Brune i,
Grand Duchy of Luxe mbourg Are a
(only as  re gards  the  income  re ce ive d
by the  Companie s  re fe rre d to in
paragraph 1 of the  Protocol
anne xe d to the  Avoidance  of Double
T axation T re aty, date d 3rd June  1986
e nte re d into by Spain and Luxe mbourg),

Ne the rlands  Antille s ,
Principality of Andorra,
Principality of Lie chte ns te in,
Principality of Monaco,
Re public of Cyprus ,
Re public of Le banon,
Re public of Libe ria,

Sultanate  of Oman,
T he  Bahamas ,
T he  Be rmuda Is lands ,
T he  Cook Is lands ,
T he  Is land of Anguilla,
T he  Is land of Barbados ,
T he  Re public of Dominica,

Gre nada, Re public of Nauru, T urks  and Caicos  Is lands , and
Hashe mite  Kingdom of Jordan, Re public of Panama, Virgin Is lands  (of the  Unite d
Hong Kong, Re public of San Marino, State s ).
Is lands  of Antigua and Barbuda, Re public of Se yche lle s ,  
Is le  of Man, Re public of Singapore ,  

Evidencing of Beneficial Owner Residency in Connection with Distributions and Income Obtained from the Exchange of restricted
Series 5 preferred securities for exchange Series 5 preferred securities

 
As de scribe d unde r “T axation—Spanish T ax Cons ide rations—Individual and Le gal Entitie s  with no T ax Re s ide ncy in Spain”,

inte re s t and othe r financial income  (such as  impute d income  de rive d from the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s
for e xchange  Se rie s  5 pre fe rre d se curitie s ) paid with re spe ct to the  e xchange  Se rie s  5 pre fe rre d se curitie s  for the  be ne fit of non-
Spanish re s ide nt inve s tors  not acting, with re spe ct to the  e xchange  Se rie s  5 pre fe rre d se curitie s ,  through a pe rmane nt
e s tablishme nt in Spain will not be  subje ct to Spanish withholding tax unle ss  such non-re s ide nt inve s tor is  re s ide nt in, or obtains
income  through, a “tax have n” te rritory (as  de fine d in Royal De cre e  1080/1991, of 5 July, as  ame nde d) or fails  to comply with the
re le vant tax information proce dure s .
 

T he  information obligations  to be  complie d with in orde r to apply the  e xe mption are  those  laid down in Se ction 12 of the
Spanish Royal De cre e  2281/1998 (“Se ction 12”),  as  ame nde d by Royal De cre e  1778/2004 (which will be  re place d by Se ction 44
of Royal De cre e  1065/2007 as  of January 1, 2008), be ing the  following:
 

In accordance  with sub-se ction 1 of Se ction 12, an annual re turn mus t be  file d with the  Spanish tax authoritie s ,  by the  Guarantor,
spe cifying the  following information with re spe ct to the  e xchange  Se rie s  5 pre fe rre d se curitie s :
 

(A)  the  ide ntity and country of re s ide nce  of the  re cipie nt of the  income  on the  e xchange  Se rie s  5 pre fe rre d se curitie s  (whe n
the  income  is  re ce ive d on be half of a third party (i.e .,  a be ne ficial owne r),  the  ide ntity and country of re s ide nce  of that third party);
 

(B)  the  amount of income  re ce ive d; and
 

(C)  de tails  ide ntifying the  e xchange  Se rie s  5 pre fe rre d se curitie s .
 

In accordance  with sub-se ction 3 of Se ction 12, for the  purpose  of pre paring the  annual re turn re fe rre d to in sub-se ction 1 of
Se ction 12, ce rtain docume ntation re garding the  ide ntity and country of re s ide nce  of the  be ne ficial
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owne rs  obtaining income  on the  e xchange  Se rie s  5 pre fe rre d se curitie s  mus t be  submitte d to the  Is sue r and the  Guarantor in
advance  of e ach Dis tribution Re cord Date , as  spe cifie d in more  de tail in Anne xe s  A and B to this  prospe ctus .
 

In addition to the  above , as  de scribe d unde r “T axation—Spanish T ax Cons ide rations—Le gal Entitie s  with T ax Re s ide ncy in
Spain—Corporate  Income  T ax (Impuesto sobre Sociedades)”,  Spanish CIT  taxpaye rs  will not be  subje ct to withholding tax on income
de rive d from the  e xchange  Se rie s  5 pre fe rre d se curitie s ,  provide d that such CIT  taxpaye rs  provide  re le vant information to qualify
as  such in advance  of e ach Dis tribution Re cord Date .
 

In light of the  above , the  Is sue r,  the  Guarantor,  the  Paying Age nt,  DT C and Acupay have  arrange d ce rtain proce dure s  to
facilitate  the  colle ction and ve rification of information conce rning the  ide ntity and country of re s ide nce  of be ne ficial owne rs  (e ithe r
non-Spanish re s ide nt or CIT  taxpaye rs ) holding through a Qualifie d Ins titution (as  de fine d be low) through and including e ach
re le vant Dis tribution Re cord Date . T he  de live ry of such information, while  the  e xchange  Se rie s  5 pre fe rre d se curitie s  are  in global
form, will be  made  through the  re le vant dire ct or indire ct participants  in DT C. T he  Is sue r will withhold at the  the n-applicable  rate
(curre ntly 18%) from any dis tribution payme nt or impute d income  de rive d from the  e xchange  of re s tricte d Se rie s  5 pre fe rre d
se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s  as  to which the  re quire d information has  not be e n provide d or the  re quire d
proce dure s  have  not be e n followe d.
 

T he  proce dure s  se t forth unde r “—T ax Re lie f at Source  Proce dure ” (se e  Article  I and II of Anne x A to this  prospe ctus ) are
inte nde d to ide ntify be ne ficial owne rs  who are  (i) corporations  re s ide nt in Spain for tax purpose s , or (ii) individuals  or le gal e ntitie s
not re s ide nt in Spain for tax purpose s , that do not act with re spe ct to the  e xchange  Se rie s  5 pre fe rre d se curitie s  through a
pe rmane nt e s tablishme nt in Spain and that are  not re s ide nt in, and do not obtain income  de riving from the  e xchange  Se rie s  5
pre fe rre d se curitie s  through, a country or te rritory de fine d as  a tax have n jurisdiction by Royal De cre e  1080/1991, of 5 July, as
ame nde d.
 

T he se  proce dure s  are  de s igne d to facilitate  the  colle ction of ce rtain information conce rning the  ide ntity and country of
re s ide nce  of the  be ne ficial owne rs  me ntione d in the  pre ce ding paragraph (who the re fore  are  e ntitle d to re ce ive  income  in re spe ct
of the  e xchange  Se rie s  5 pre fe rre d se curitie s  fre e  and cle ar of Spanish withholding taxe s ) who are  participants  in DT C or hold
the ir inte re s ts  through participants  in DT C, provide d in e ach case , that the  re le vant DT C participant is  a ce ntral bank, othe r public
ins titution, inte rnational organiz ation, bank, cre dit ins titution or financial e ntity, including colle ctive  inve s tme nt ins titutions , pe ns ion
fund or insurance  e ntity, re s ide nt e ithe r in an OECD country (including the  Unite d State s ) or in a country with which Spain has
e nte re d into a double  taxation tre aty subje ct to a spe cific adminis trative  re gis tration or supe rvis ion sche me  (e ach, a ‘‘Qualifie d
Ins titution’’).
 

Be ne ficial owne rs  who are  e ntitle d to re ce ive  income  in re spe ct of the  e xchange  Se rie s  5 pre fe rre d se curitie s  fre e  of any
Spanish withholding taxe s  but who do not hold the ir e xchange  Se rie s  5 pre fe rre d se curitie s  through a Qualifie d Ins titution will have
Spanish withholding tax withhe ld from dis tribution payme nts  and othe r financial income  paid with re spe ct to the ir e xchange  Se rie s  5
pre fe rre d se curitie s  at the  the n-applicable  rate  (curre ntly 18%). Be ne ficial owne rs  who do not hold the ir e xchange  Se rie s  5
pre fe rre d se curitie s  through a Qualifie d Ins titution can follow the  “—Quick Re fund Proce dure ” se t forth in Article  III of Anne x A or
the  “—Dire ct Re fund from Spanish T ax Authoritie s  Proce dure ” se t forth in Article  II of Anne x B, in orde r to have  such withhe ld
amounts  re funde d.
 

A de taile d de scription of the se  proce dure s  is  se t forth in Anne x A and Anne x B to this  prospe ctus .
 

Be ne ficial owne rs , the ir cus todians  or DT C participants  with que s tions  about the se  Spanish tax information re porting and
withholding proce dure s , including the  submiss ion of tax ce rtification information and a ce rtificate  of tax re s ide nce  is sue d by the
re le vant tax authority of the  be ne ficial owne r’s  country of re s ide nce , may contact Acupay at one  of the  following locations . Ple ase
me ntion the  CUSIP or ISIN for the  re le vant Se rie s  5 pre fe rre d se curitie s  whe n contacting Acupay (CUSIP Nos . 80281R508 or
80281R805 or ISIN Nos . US80281R5081 or US80281R8051. T he re  is  no cos t for this  ass is tance .
 
Via e mail:  info@acupaysys te m.com  
  
By pos t,  te le phone  or fax:  
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IN LONDON: IN NEW YORK:
Acupay Sys te m LLC
Atte ntion:  Nina Santa-Maria
Firs t Floor
28 T hrogmorton Stre e t
London EC2N 2AN
Unite d Kingdom
T e l. 44-(0)-207-382-0340
Fax. 44-(0)-207-256-7571

Acupay Sys te m LLC
Atte ntion:  Sabrina Cruz
30 Broad Stre e t – 46th Floor
Ne w York, N.Y. 10004
USA
T e l. 1-212-422-1222
Fax. 1-212-422-0790
 

EU Savings  Dire ctive
 

Unde r the  Europe an Union Council Dire ctive  2003/48/EU on the  taxation of savings  income , Me mbe r State s  are  re quire d to
provide  to the  tax authoritie s  of anothe r Me mbe r State  de tails  of payme nts  of inte re s t (or s imilar income ) paid by a pe rson within its
jurisdiction to an individual re s ide nt in that othe r Me mbe r State .  Howe ve r, for a trans itional pe riod, Be lgium, Luxe mbourg and
Aus tria are  ins te ad re quire d (unle ss  during that pe riod the y e le ct othe rwise ) to ope rate  a withholding sys te m in re lation to such
payme nts  (the  e nding of such trans itional pe riod be ing de pe nde nt upon the  conclus ion of ce rtain othe r agre e me nts  re lating to
information e xchange  with ce rtain othe r countrie s ).  A numbe r of non-Europe an Union countrie s  and te rritorie s ,  including
Switz e rland, have  agre e d to adopt s imilar me asure s  (a withholding sys te m in the  case  of Switz e rland).
 
Mate rial U.S . Fe de ral Income  T ax Cons ide rations
 

In the  opinion of Davis  Polk & Wardwe ll,  the  following is  a discuss ion of mate rial U.S. fe de ral income  tax conse que nce s  of
e xchanging re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s  and the  owne rship of e xchange
Se rie s  5 pre fe rre d se curitie s  to the  U.S. Holde rs  de scribe d be low, but it doe s  not purport to be  a compre he ns ive  de scription of all
the  tax cons ide rations  that may be  re le vant to a particular pe rson’s  de cis ion to e xchange  such se curitie s .  T his  discuss ion doe s  not
addre ss  U.S. s tate ,  local and non-U.S. tax conse que nce s .  T he  discuss ion applie s  only to U.S. Holde rs  who hold e xchange  Se rie s  5
pre fe rre d se curitie s  as  capital asse ts  for U.S. fe de ral income  tax purpose s  and it doe s  not addre ss  spe cial classe s  of holde rs ,
such as :
 
 · re gulate d inve s tme nt companie s ;

 
 · re al e s tate  inve s tme nt trus ts ;

 
 · ce rtain financial ins titutions ;

 
 · de ale rs  and ce rtain trade rs  in se curitie s  or fore ign curre ncie s ;

 
 · insurance  companie s ;

 
 · pe rsons  holding e xchange  Se rie s  5 pre fe rre d se curitie s  as  part of a he dge , s traddle , conve rs ion or othe r inte grate d

transaction;
 
 · pe rsons  whose  functional curre ncy for U.S. fe de ral income  tax purpose s  is  not the  U.S. dollar;

 
 · partne rships  or othe r e ntitie s  class ifie d as  partne rships  for U.S. fe de ral income  tax purpose s ;

 
 · pe rsons  liable  for the  alte rnative  minimum tax;

 
 · tax-e xe mpt organiz ations ; or

 
 · pe rsons  that own or are  de e me d to own 25% or more  of the  Is sue r’s  capital.

 
T his  discuss ion is  base d on the  Code , adminis trative  pronounce me nts ,  judicial de cis ions  and final,  te mporary and propose d

T re asury re gulations , all as  of the  date  he re of.  T he se  laws  are  subje ct to change , poss ibly on a
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re troactive  bas is .  Prospe ctive  inve s tors  should consult the ir own tax advisors  conce rning the  U.S. fe de ral,  s tate ,  local and non-U.S.
tax conse que nce s  of purchas ing, owning and dispos ing of e xchange  Se rie s  5 pre fe rre d se curitie s  in the ir particular circumstance s .
 

As use d he re in, a ‘‘U.S. Holde r’’ is  a be ne ficial owne r of pre fe rre d se curitie s  that is ,  for U.S. fe de ral income  tax purpose s : (i)
a citiz e n or re s ide nt of the  Unite d State s ; (ii) a corporation, or othe r e ntity taxable  as  a corporation, cre ate d or organiz e d in or
unde r the  laws  of the  Unite d State s  or any political subdivis ion the re of; or (iii) an e s tate  or trus t the  income  of which is  subje ct to
U.S. fe de ral income  taxation re gardle ss  of its  source .
 

Taxation of Exchange Offer
 

T he  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s  will not cons titute  a
taxable  e xchange  for U.S. fe de ral income  tax purpose s .  For such purpose s , a U.S. Holde r will have  the  same  tax bas is  and holding
pe riod in the  e xchange  Se rie s  5 pre fe rre d se curitie s  as  it did in the  re s tricte d Se rie s  5 pre fe rre d se curitie s  at the  time  of e xchange .
 

Taxation of Distributions
 

Subje ct to the  discuss ion unde r “Pass ive  Fore ign Inve s tme nt Company Rule s” be low, dis tributions  re ce ive d by a U.S. Holde r
on e xchange  Se rie s  5 pre fe rre d se curitie s  will cons titute  divide nd income  to the  e xte nt paid out of the  Is sue r’s  curre nt or
accumulate d e arnings  and profits  (as  de te rmine d for U.S. fe de ral income  tax purpose s ).  Corporate  U.S. Holde rs  will not be  e ntitle d
to claim the  divide nds-re ce ive d de duction with re spe ct to divide nds  paid by the  Is sue r.  Subje ct to applicable  limitations , divide nds
paid on the  e xchange  Se rie s  5 pre fe rre d se curitie s  that are  lis te d on the  Ne w York Stock Exchange  re ce ive d by ce rtain non-
corporate  U.S. Holde rs  in taxable  ye ars  be ginning be fore  January 1, 2011 will be  taxable  at the  favorable  rate s . Non-corporate  U.S.
Holde rs  should consult the ir own tax advisors  to de te rmine  whe the r the y are  subje ct to any spe cial rule s  that limit the ir ability to be
taxe d at the se  favorable  rate s .  Le gis lation has  be e n introduce d that could de ny favorable  rate s  of tax to divide nds  paid with
re spe ct to ins trume nts  such as  the  e xchange  Se rie s  5 pre fe rre d se curitie s .  T his  le gis lation would be  e ffe ctive  for divide nds
re ce ive d afte r its  e nactme nt.
 

Dis tributions  with re spe ct to the  e xchange  Se rie s  5 pre fe rre d se curitie s  will ge ne rally cons titute  fore ign-source  income , which
may be  re le vant to a U.S. Holde r in calculating the  holde r’s  fore ign tax cre dit limitation.  T he  limitation on fore ign taxe s  e ligible  for
cre dit is  calculate d se parate ly with re spe ct to spe cific classe s  of income .
 

Sale and Other Disposition of the Shares
 

Subje ct to the  discuss ion unde r “Pass ive  Fore ign Inve s tme nt Company Rule s” be low, a U.S. Holde r will ge ne rally re cogniz e
capital gain or loss  on the  sale  or othe r dispos ition of e xchange  Se rie s  5 pre fe rre d se curitie s ,  which will be  long-te rm capital gain
or loss  if the  holde r has  he ld such e xchange  Se rie s  5 pre fe rre d se curitie s  for more  than one  ye ar.  T he  amount of the  U.S. Holde r’s
gain or loss  will be  e qual to the  diffe re nce  be twe e n the  amount re aliz e d on the  sale  or othe r dispos ition and such holde r’s  tax
bas is  in such e xchange  Se rie s  5 pre fe rre d se curitie s ,  and will ge ne rally be  U.S. source  income  for purpose s  of computing the
holde r’s  fore ign tax cre dit limitation.
 

Passive Foreign Investment Company Rules
 

Base d upon ce rtain look-through rule s  applicable  to re late d partie s  and propose d T re asury re gulations  which are  not ye t in
e ffe ct but are  propose d to be come  e ffe ctive  for taxable  ye ars  be ginning afte r De ce mbe r 31, 1994 (the  ‘‘Propose d Re gulations ’’),
the  Is sue r be lie ve s  that it was  not a pass ive  fore ign inve s tme nt company (a ‘‘PFIC’’) for U.S. fe de ral income  tax purpose s  for its
mos t re ce nt taxable  ye ar and doe s  not e xpe ct to be  cons ide re d a PFIC in the  fore se e able  future .  Howe ve r, s ince  the re  can be  no
assurance  that the  Propose d Re gulations  will be  finaliz e d in the ir curre nt form and s ince  PFIC s tatus  de pe nds  upon the  compos ition
of a company’s  income  and asse ts  and the  marke t value  of its  asse ts  from time  to time , the re  can be  no assurance  that the  Is sue r
will not be  cons ide re d a PFIC for any taxable  ye ar.  If the  Is sue r we re  a PFIC for any ye ar in which a U.S. Holde r he ld e xchange
Se rie s  5 pre fe rre d se curitie s ,  ce rtain adve rse  U.S. fe de ral income  tax conse que nce s  could apply to the  U.S. Holde r,  which may be
mitigate d if the  holde r make s  ce rtain U.S. fe de ral income  tax e le ctions . T he  Is sue r and the  Guarantor will use
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re asonable  e fforts  to ope rate  the  Is sue r in such a manne r that the  Is sue r doe s  not be come  a PFIC. If the  Is sue r conclude s  that it is  a
PFIC for any taxable  ye ar,  it will promptly inform U.S. Holde rs  of such conclus ion and provide  such information as  is  re asonably
re quire d in orde r to e nable  the  holde rs  to satis fy re le vant U.S. fe de ral income  tax re porting re quire me nts  aris ing as  a re sult of the
Issue r’s  PFIC s tatus  and to make  available  ce rtain U.S. fe de ral income  tax e le ctions .
 

If a U.S. Holde r owns  e xchange  Se rie s  5 pre fe rre d se curitie s  during any ye ar in which the  Is sue r is  a PFIC, the  holde r mus t file
an IRS Form 8621.  In addition, if the  Is sue r we re  a PFIC for a taxable  ye ar in which it pays  a divide nd or for the  prior taxable  ye ar,
the  favorable  divide nd rate s  discusse d above  with re spe ct to divide nds  paid to ce rtain non-corporate  U.S. Holde rs  would not
apply.
 

Information Reporting and Backup Withholding
 

Payme nts  of divide nds  and sale s  proce e ds  that are  made  within the  Unite d State s  or through ce rtain U.S.-re late d financial
inte rme diarie s  may be  subje ct to information re porting and to backup withholding unle ss  the  U.S. Holde r is  a corporation or othe r
e xe mpt re cipie nt or,  in the  case  of backup withholding, the  holde r provide s  a corre ct taxpaye r ide ntification numbe r and ce rtifie s
that no loss  of e xe mption from backup withholding has  occurre d. T he  amount of any backup withholding from a payme nt to a U.S.
Holde r will be  allowe d as  a cre dit agains t the  holde r’s  U.S. fe de ral income  tax liability and may e ntitle  the  holde r to a re fund,
provide d that the  re quire d information is  furnishe d to the  Inte rnal Re ve nue  Se rvice .
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PLAN OF DIST RIBUT ION

 
Each broke r-de ale r that re ce ive s  e xchange  Se rie s  5 pre fe rre d se curitie s  for its  own account in the  e xchange  offe r mus t

acknowle dge  that it will de live r a prospe ctus  in conne ction with any re sale  of e xchange  Se rie s  5 pre fe rre d se curitie s .  T his
prospe ctus , as  it may be  ame nde d or supple me nte d from time  to time , may be  use d by a broke r-de ale r in conne ction with re sale s
of e xchange  Se rie s  5 pre fe rre d se curitie s  re ce ive d in e xchange  for re s tricte d Se rie s  5 pre fe rre d se curitie s  whe re  e xchange
Se rie s  5 pre fe rre d se curitie s  we re  acquire d as  a re sult of marke t-making activitie s  or othe r trading activitie s .  We  have  agre e d that,
for a pe riod of 90 days  afte r the  Exchange  Offe r Expiry Date , we  will make  this  prospe ctus , as  ame nde d or supple me nte d,
available  to any broke r-de ale r for use  in conne ction with any re sale  of e xchange  Se rie s  5 pre fe rre d se curitie s  re ce ive d by it in
e xchange  for re s tricte d Se rie s  5 pre fe rre d se curitie s .
 

T he  Is sue r will not re ce ive  any proce e ds  from any sale  of e xchange  Se rie s  5 pre fe rre d se curitie s  by broke r-de ale rs .
 

Exchange  Se rie s  5 pre fe rre d se curitie s  re ce ive d by broke r-de ale rs  for the ir own account in the  e xchange  offe r may be  sold
from time  to time  in one  or more  transactions , including:
 
 · in the  ove r-the -counte r marke t;

 
 · in ne gotiate d transactions ;

 
 · through the  writing of options  on the  e xchange  Se rie s  5 pre fe rre d se curitie s ; or

 
 · a combination of those  me thods  of re sale ;

 
at marke t price s  pre vailing at the  time  of re sale ,  at price s  re late d to pre vailing marke t price s  or ne gotiate d price s .
 

Any re sale  may be  made :
 
 · dire ctly to purchase rs  or

 
 · to or through broke rs  or de ale rs  who may re ce ive  compe nsation in the  form of commiss ions  or conce ss ions  from any

broke r-de ale r or the  purchase rs  of any e xchange  Se rie s  5 pre fe rre d se curitie s .
 

Any broke r-de ale r that re se lls  e xchange  Se rie s  5 pre fe rre d se curitie s  that we re  re ce ive d by it for its  own account in the
e xchange  offe r and any broke r or de ale r that participate s  in a dis tribution of those  e xchange  Se rie s  5 pre fe rre d se curitie s  may be
cons ide re d to be  an “unde rwrite r” within the  me aning of the  Se curitie s  Act.  Any profit on any re sale  of those  e xchange  Se rie s  5
pre fe rre d se curitie s  and any commiss ion or conce ss ions  re ce ive d by any of those  pe rsons  may be  cons ide re d to be  unde rwriting
compe nsation unde r the  Se curitie s  Act.  By acknowle dging that it will de live r a prospe ctus  and by de live ring a prospe ctus , the
broke r-de ale r will not be  de e me d to admit that it is  an “unde rwrite r” within the  me aning of the  Se curitie s  Act.
 

For a pe riod of 90 days  afte r the  Exchange  Offe r Expiry Date , we  will through the  T ax Ce rtification and Exchange  Age nt
promptly se nd additional copie s  of this  prospe ctus  and any ame ndme nt or supple me nt to this  prospe ctus  to any broke r-de ale r that
re que s ts  those  docume nts . Re que s ts  should be  submitte d to the  T ax Ce rtification and Exchange  Age nt.  We  have  agre e d to pay all
e xpe nse s  incide nt to the  e xchange  offe r,  othe r than commiss ions  or conce ss ions  of any broke rs  or de ale rs  and will inde mnify the
holde rs  of the  re s tricte d Se rie s  5 pre fe rre d se curitie s ,  and any broke r-de ale rs  that hold e xchange  Se rie s  5 pre fe rre d se curitie s ,
agains t some  liabilitie s ,  including liabilitie s  unde r the  Se curitie s  Act.
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VALIDIT Y OF T HE EXCHANGE SERIES 5 PREFERRED SECURIT IES

 
T he  validity of the  e xchange  Se rie s  5 pre fe rre d se curitie s  offe re d and e xchange d in this  offe ring, toge the r with the

guarante e s , will be  passe d upon by Natalia Butrague ño, Spanish counse l for the  Guarantor,  and Davis  Polk & Wardwe ll,  U.S.
counse l for the  Guarantor. As  to all matte rs  of Spanish law, Davis  Polk & Wardwe ll will re ly upon Natalia Butrague ño. As  to all
matte rs  of U.S. law, Natalia Butrague ño will re ly upon Davis  Polk & Wardwe ll.
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EXPERT S

 
T he  consolidate d financial s tate me nts  and manage me nt re port on the  e ffe ctive ne ss  of inte rnal control ove r financial re porting
incorporate d in this  prospe ctus  from the  Annual Re port of Banco Santande r,  S.A. (forme rly name d Banco Santande r Ce ntral
Hispano, S.A.) on Form 20-F for the  ye ar e nde d De ce mbe r 31, 2006 have  be e n audite d by De loitte  S.L.,  an inde pe nde nt
re gis te re d public accounting firm, as  s tate d in the ir re ports  which are  incorporate d he re in (which re ports  (1) e xpre ss  an unqualifie d
opinion on the  consolidate d financial s tate me nts  of the  Bank and include  an e xplanatory paragraph s tating that the  EU-IFRS re quire d
to be  applie d unde r Bank of Spain's  Circular 4/2004 vary in ce rtain s ignificant re spe cts  from U.S. GAAP, that the  information
re lating to the  nature  and e ffe ct of such diffe re nce s  is  pre se nte d in Note s  58 and 59 to the  consolidate d financial s tate me nts  of the
Bank, (2) e xpre ss  an unqualifie d opinion on manage me nt's  asse ssme nt re garding the  e ffe ctive ne ss  of inte rnal control ove r
financial re porting, and (3) e xpre ss  an unqualifie d opinion on the  e ffe ctive ne ss  of inte rnal control ove r financial re porting),  and
have  be e n so incorporate d in re liance  upon the  re ports  of such firm give n upon the ir authority as  e xpe rts  in accounting and auditing.

 

 
 
 
 
 

 
64



 
 

INDEX T O FINANCIAL ST AT EMENT S
 

Ple ase  re fe r to Ite m 8 of our 2006 Form 20-F and to Ite m 7 of our June  30, 2007 Form 6-K.
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ANNEX A

 
Proce dure s  for Spanish Withholding T ax Docume ntation For Pre fe rre d Se curitie s

He ld T hrough an Account at T he  De pos itory T rust Company
 

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

Article  I
 

T ax Re lie f at Source  Proce dure  (proce dure  that complie s  with Spanish Law 13/1985
(as  ame nde d by Law 19/2003 and Law 23/2005) and Royal De cre e  2281/1998,

as  ame nde d by Royal De cre e  1778/2004 (which will be  re place d by Royal De cre e  1065/2007 as  of January 1, 2008)
for Cash Dis tributions  on Pre fe rre d Se curitie s  and Exchange  Se rie s  5 pre fe rre d se curitie s

 
A. DT C participant Submiss ion and Mainte nance  of Be ne ficial Owne r Information
 

1. At le as t se ve nte e n but no more  than twe nty Ne w York Bus ine ss  Days  prior to e ach re cord date  (e ach, a “Dis tribution
Re cord Date ”) pre ce ding a cash dis tribution payme nt date  on the  Pre fe rre d Se curitie s  (e ach, a “Dis tribution Payme nt Date ”),  the
Issue r shall ins truct Acupay Sys te m LLC, the  tax ce rtification age nt (“Acupay”) to, and Acupay shall,  (i) provide  T he  De pos itory
T rus t Company (“DT C”) an is sue r notice  that will form the  bas is  for a DT C “Important Notice ” (the  “Notice ”) re garding the
re le vant cash dis tribution and tax re lie f e ntitle me nt information for the  Pre fe rre d Se curitie s ,  (ii) re que s t DT C to pos t such notice s
on its  we bs ite  as  a me ans  of notifying dire ct participants  of DT C (“DT C participants”) of the  re quire me nts  de scribe d in this  Anne x
A and Anne x B, (iii) transmit the  re le vant conte nts  of such notice s  to the  London Stock Exchange  and, if re quire d, any applicable
se lf-re gulatory organiz ation in the  Unite d State s ,  (iv) dis tribute  the  re le vant conte nts  of such notice s  via one  or more  re cogniz e d
financial information se rvice s  and (v) provide  a copy of such notice s  to the  Paying Age nt.  A “Ne w York Bus ine ss  Day” me ans  any
day othe r than a Saturday or Sunday or a day on which banking ins titutions  or trus t companie s  in T he  City of Ne w York are  re quire d
or authoriz e d by law, re gulation or e xe cutive  orde r to close .
 

2. Be ginning at 8:00 a.m. Ne w York City time  on the  te nth Ne w York Bus ine ss  Day prior to e ach Dis tribution Re cord Date  and
continuing until 8:00 p.m. Ne w York City time  on the  fourth Ne w York Bus ine ss  Day prior to e ach Dis tribution Re cord Date  (the
“Standard De adline ”),  e ach DT C participant mus t,  to the  e xte nt it has  not pre vious ly done  so, e nte r dire ctly into the  de s ignate d
sys te m e s tablishe d and maintaine d by Acupay (the  “Acupay Sys te m”) the  be ne ficial owne r ide ntity and re s ide nce  information
re quire d by Spanish tax law (as  se t forth in Article  I of Anne x B) in re spe ct of the  portion of such DT C participant’s  pos ition in the
Pre fe rre d Se curitie s  that at such time  is  e xe mpt from Spanish withholding tax (the  “Be ne ficial Owne r Information”) and mus t update
such Be ne ficial Owne r Information as  de scribe d in paragraph A.3 of this  Article  I of Anne x A be low.
 

3. Each DT C participant mus t e nsure  the  accuracy of the  pre vious ly-submitte d Be ne ficial Owne r Information, irre spe ctive  of
any change s  in, or in be ne ficial owne rship of,  such DT C participant’s  pos ition in the  Pre fe rre d Se curitie s  as  of 8:00 p.m. Ne w York
City time  on e ach Dis tribution Re cord Date . T he  Acupay Sys te m will re main available  for making such adjus tme nts  until 8:00
p.m.  Ne w York City time  on the  third Ne w York Bus ine ss  Day afte r such Dis tribution Re cord Date . All change s  in be ne ficial
owne rship mus t be  re fle cte d, including those  change s  (via Acupay), which do not impact the  DT C participant’s  ove rall pos ition at
DT C or the  portion of that pos ition at DT C as  to which no Spanish withholding tax is  re quire d.
 

4. Be ginning at 9:00 a.m. on the  firs t Ne w York Bus ine ss  Day afte r the  re late d Dis tribution Re cord Date  and continuing until
8:00 p.m. on the  third Ne w York Bus ine ss  Day imme diate ly following e ach Dis tribution Re cord Date  (the  “EDS Cut-off”),  e ach
DT C participant that has  submitte d Be ne ficial Owne r Information in accordance  with paragraphs  A.2 and A.3 of this  Article  I of
Anne x A mus t make  an e le ction via the  DT C Ele ctive  Divide nd Se rvice  (“EDS”) ce rtifying that such portion of Pre fe rre d Se curitie s
for which it submitte d such Be ne ficial Owne r Information is  e xe mpt from Spanish withholding tax (the  “EDS Ele ction”).
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5. Be ginning at 7:45 a.m. Ne w York City time  on the  fourth Ne w York Bus ine ss  Day following the  Dis tribution Re cord Date  (the

“Final Ve rification Date ”),  Acupay will pe rform the  final re vie w of e ach DT C participant’s  Be ne ficial Owne r Information, EDS
Ele ctions  and change s  in DT C pos ition be twe e n the  Standard De adline  and the  Dis tribution Re cord Date  through the  Acupay
Ve rification Proce dure s  (as  de fine d be low).  Base d on the se  Acupay Ve rification Proce dure s , Acupay will (i) se e k to notify any
affe cte d DT C participant until 9:45 a.m. Ne w York City time  on the  Final Ve rification Date  of any incons is te ncie s  among the se  data,
or e rrone ous  or incomple te  information provide d by such DT C participant and (ii) use  its  be s t e fforts  to obtain re vise d Be ne ficial
Owne r Information and/or EDS Ele ctions  from any such DT C participant as  ne ce ssary to corre ct any incons is te ncie s ,  e rrone ous  or
incomple te  information.  For this  purpose , Acupay will acce pt re vis ions  to Be ne ficial Owne r Information until 9:45 a.m. Ne w York
City time  and DT C will acce pt re que s ts  for change s  to EDS e le ctions  at the  re que s t of DT C participants  until 9:45 a.m. Ne w York
City time  on the  Final Ve rification Date .  T he  failure  to corre ct any such incons is te ncie s  (including the  failure  to fax or se nd PDF
copie s  of ne w or ame nde d T ax Ce rtificate s  (as  de fine d be low)) by 9:45 a.m. Ne w York City time  on the  Final Ve rification Date  (or
if Acupay, de spite  its  be s t e fforts  to do so, doe s  not confirm re ce ipt of such corre ction by 9:45 a.m. Ne w York City time  on the
Final Ve rification Date ) will re sult in the  payme nts  in re spe ct of the  e ntire ty of such DT C participant’s  pos ition be ing made  ne t of
Spanish withholding tax.  T he  EDS Ele ctions  re ce ive d by DT C as  of 9:45 a.m. Ne w York City time  on the  Final Ve rification Date
shall de te rmine  the  e ligibility of e ach DT C participant for the  Quick Re fund Proce dure s  se t out in Article  III,  Se ction A.1.
 

DT C will transmit the  final “Re port to Paying Age nt” to Acupay by 10:30 a.m. Ne w York City time  on the  Final Ve rification Date
se tting forth e ach DT C participant’s  pos ition in the  Pre fe rre d Se curitie s  as  of 8:00 p.m. Ne w York City time  on the  Dis tribution
Re cord Date  and the  portion of e ach such DT C participant’s  pos ition in the  Pre fe rre d Se curitie s  on which cash dis tributions  should
be  made  ne t of Spanish withholding tax and the  portion that should be  made  without Spanish withholding tax be ing asse sse d, as
applicable , base d on the  s tatus  of the  EDS Ele ctions  for e ach DT C participant as  of 9:45 a.m. Ne w York City time  on the  Final
Ve rification Date .
 

Acupay shall imme diate ly, but no late r than 11:00 a.m. Ne w York City time  on the  Final Ve rification Date , re le ase  (through a
se cure  data upload/download facility) PDF copie s  of the  final Re port to Paying Age nt to the  Paying Age nt and the  Is sue r,  along
with PDF copie s  of the  re late d s igne d T ax Ce rtificate s  (as  de fine d be low) to the  Is sue r.  Ne ithe r DT C nor Acupay will pe rmit
any ame ndme nts  or change s  to Be ne ficial Owne r Information or EDS Ele ctions  (or any T ax Ce rtificate s  re late d
the re to) as  re fle cte d in the  final Re port to Paying Age nt.  All such information shall re main unchange d afte r such time .
 
B. T ax Ce rtificate  Production and Exe cution
 

Afte r e ntry of ne w or ame nde d Be ne ficial Owne r Information into the  Acupay Sys te m by a DT C participant at any time  on or
be fore  the  re le vant Dis tribution Re cord Date  or,  unde r ce rtain circumstance s , be fore  9:45 a.m. of the  Final Ve rification Date , the
Acupay Sys te m will produce  comple te d forms  of Exhibit I,  Exhibit II or Exhibit III to Anne x B (as  re quire d by Spanish law) (the
“Dis tribution T ax Ce rtificate s”),  which shall summariz e  the  Be ne ficial Owne r Information introduce d and maintaine d by such DT C
participant into the  Acupay Sys te m. Whe n any Dis tribution Payme nt Date  is  also the  re de mption date  for the  Pre fe rre d Se curitie s ,
and if the  Pre fe rre d Se curitie s  we re  initially is sue d be low par with an original is sue  discount (“OID”), a se parate  se t of T ax
Ce rtificate s  (the  “OID T ax Ce rtificate s ,” and toge the r with the  Dis tribution T ax Ce rtificate s ,  the  “T ax Ce rtificate s”) will be
ge ne rate d by the  Acupay Sys te m re porting income  re sulting from the  payme nt of OID at re de mption.  Such DT C participant will
the n be  re quire d to (i) print out,  (ii) re vie w, (iii) s ign and (iv) fax or se nd by e mail a PDF copy of the  duly s igne d T ax Ce rtificate s
dire ctly to Acupay. T he  original of e ach T ax Ce rtificate  mus t be  se nt to Acupay for re ce ipt no late r than the  15th cale ndar day of the
month imme diate ly following the  Dis tribution Payme nt Date .  All T ax Ce rtificate s  will be  date d as  of the  re le vant Dis tribution
Re cord Date  and mus t re fe r to be ne ficial owne rship pos itions  e xis te nt at 8:00 p.m. Ne w York City time  on the  Dis tribution Re cord
Date .
 

NOT E: A DT C participant that obtains  favorable  tax tre atme nt through the  re lie f at source  proce dure  and fails  to
submit to Acupay the  original phys ical T ax Ce rtificate s  as  de scribe d above  may be  prohibite d by the  Issue r from us ing
this  proce dure  to obtain favorable  tax tre atme nt for future  payme nts .  In such e ve nt, the  DT C participant will re ce ive
any future  cash dis tribution on the ir e ntire  pos ition ne t of the  applicable  Spanish withholding tax (curre ntly at the  rate
of 18%) and re lie f will ne e d to be  obtaine d dire ctly from the  Spanish tax authoritie s  by following the  s tandard re fund
proce dure  e s tablishe d by Spanish tax law.
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C. Additional Acupay and DT C Proce dure s
 

1. In addition to its  othe r dutie s  and obligations  se t forth he re in, Acupay will be  re spons ible  for the  following tasks
(colle ctive ly, the  “Acupay Ve rification Proce dure s”):
 

a. comparing the  Be ne ficial Owne r Information and T ax Ce rtificate s  provide d in re spe ct of e ach DT C participant’s
pos ition with the  EDS Ele ctions  provide d by that DT C participant in orde r to de te rmine  whe the r any discre pancie s  e xis t
be twe e n such information, the  corre sponding EDS Ele ctions  and such DT C participant’s  pos ition in the  Pre fe rre d
Se curitie s  at DT C;

 
b. colle cting and collating all original T ax Ce rtificate s  re ce ive d from DT C participants ;

 
c. re vie wing the  Be ne ficial Owne r Information and the  T ax Ce rtificate s  us ing appropriate  me thodology in orde r to

de te rmine  whe the r the  re quis ite  fie lds  of Be ne ficial Owne r Information have  be e n supplie d and that such fie lds  of
information are  re spons ive  to the  re quire me nts  of the  T ax Ce rtificate s  in orde r to re ce ive  payme nts  without Spanish
withholding tax be ing asse sse d; and

 
d. liais ing with the  re le vant DT C participants  in orde r to re que s t that such DT C participants  re vise  any T ax

Ce rtificate s  ide ntifie d pursuant to the  proce dure s  se t forth above  as  containing incomple te  or inaccurate  information.
 

2. By 9:30 a.m. Ne w York City time  on the  Ne w York Bus ine ss  Day following the  Standard De adline , DT C will transmit to
Acupay a re port (the  “Standard De adline  Cut-off Re port”) confirming DT C participant pos itions  as  of Standard De adline . By 12:00
p.m. Ne w York City time  on the  Ne w York Bus ine ss  Day following the  Standard De adline , Acupay will transmit to DT C a
provis ional summary re port of all Be ne ficial Owne r Information which has  be e n submitte d through the  Acupay Sys te m as  of the
Standard De adline , provis ionally confirme d, to the  e xte nt poss ible ,  agains t the  information se t forth in the  Standard De adline  Cut-
off Re port.  T he  provis ional summary re port shall se t forth (i) the  pos ition in the  Pre fe rre d Se curitie s  he ld by e ach DT C participant
as  of the  Standard De adline  and (ii) the  portion of e ach DT C participant’s  pos ition in the  Pre fe rre d Se curitie s  in re spe ct of which
T ax Ce rtificate s  have  be e n provide d to support the  payme nt of cash dis tribution without Spanish withholding tax be ing asse sse d.
 

3. Acupay will forward original pape r T ax Ce rtificate s  it re ce ive s  for re ce ipt by the  Is sue r no late r than the  18th cale ndar day of
the  month imme diate ly following e ach Dis tribution Payme nt Date .  Acupay shall maintain re cords  of all T ax Ce rtificate s  (and othe r
information re ce ive d through the  Acupay Sys te m) for five  ye ars  from e ach re late d Dis tribution Payme nt Date  to which such
information applie s ,  and shall,  during such pe riod, make  copie s  of such re cords  available  to the  Is sue r at all re asonable  time s  upon
re que s t.  In the  e ve nt that the  Is sue r notifie s  Acupay in writing that it is  the  subje ct of a tax audit,  Acupay shall maintain such
duplicate  back-up copie s  until the  re le vant s tatute  of limitations  applicable  to any tax ye ar subje ct to audit e xpire s .
 
D. Dis tribution Payme nts
 

1. On or prior to e ach Dis tribution Payme nt Date , the  Is sue r will transmit to the  Paying Age nt an amount of funds  sufficie nt to
make  cash dis tributions  on the  outs tanding numbe r of Pre fe rre d Se curitie s  without Spanish withholding tax be ing asse sse d.
 

2. By 1:00 p.m. Ne w York City time  on e ach Dis tribution Payme nt Date , the  Paying Age nt will (i) pay the  re le vant DT C
participants  (through DT C) for the  be ne fit of the  re le vant be ne ficial owne rs  the  cash dis tribution gross  or ne t of Spanish
withholding tax, as  se t forth in the  final Re port to Paying Age nt and (ii) promptly re turn the  re mainde r to the  Is sue r. T he  transmiss ion
of such amounts  shall be  conte mporane ous ly confirme d by the  Paying Age nt to Acupay. T he  Is sue r has  authoriz e d the  Paying
Age nt to re ly on the  final Re port to Paying Age nt in orde r to make  the  spe cifie d payme nts  on e ach Dis tribution Payme nt Date .
Notwiths tanding anything he re in to the  contrary, the  Is sue r may dire ct the  Paying Age nt to make  cash dis tributions  on the  Pre fe rre d
Se curitie s ,  as  the  case  may be , in a manne r diffe re nt from that se t forth in the  final Re port to Paying Age nt if the  Is sue r (i)
de te rmine s  that the re  are  any incons is te ncie s  with or e rrors  in the  T ax Ce rtificate s  provide d or any information se t forth the re in is ,
to the  Is sue r’s  knowle dge , inaccurate ,  and (ii) provide s  notice  of such de te rmination in writing to DT C, Acupay and the
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Paying Age nt prior to 11:30 a.m. Ne w York City time  on the  re le vant Dis tribution Payme nt Date  along with a lis t of the  affe cte d DT C
participants  showing the  amounts  to be  paid to e ach such DT C participant.
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Article  II

 
T ax Re lie f at Source  Proce dure  (proce dure  that complie s  with Spanish Law 13/1985

(as  ame nde d by Law 19/2003 and Law 23/2005) and Royal De cre e  2281/1998,
as  ame nde d by Royal De cre e  1778/2004 (which will be  re place d by Royal De cre e  1065/2007 as  of January 1, 2008)

for Exchange s  of re s tricte d Se rie s  5 pre fe rre d se curitie s
 
A. DT C participant Submiss ion and Mainte nance  of Be ne ficial Owne r Information
 

1. In advance  of the  comme nce me nt of the  pe riod (the  “Exchange  Offe r Pe riod”) during which holde rs  of re s tricte d Se rie s  5
pre fe rre d se curitie s  may e xchange  re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s ,  the  Is sue r
shall ins truct Acupay to, and Acupay shall,  (i) provide  DT C an is sue r notice  that will form the  bas is  for a DT C “Re organiz ation
Notice ” (the  “Exchange  Pe riod Notice ”) re garding the  Exchange  Offe r Pe riod and tax re lie f e ntitle me nt information for e xchange s
of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s ,  (ii) re que s t DT C to pos t such notice s  on its
we bs ite  as  a me ans  of notifying DT C participants  of the  re quire me nts  de scribe d in this  Anne x A and Anne x B, (iii) transmit such
notice s  to the  London Stock Exchange  and, if re quire d, any applicable  se lf-re gulatory organiz ation in the  Unite d State s ,  (iv)
dis tribute  the  conte nts  of such notice s  via one  or more  re cogniz e d financial information se rvice s  and (v) provide  a copy of such
notice s  to the  Paying Age nt.
 

2. Be ginning at 9:00 a.m. on the  firs t day of the  Exchange  Offe r Pe riod and continuing until 5:00 p.m. on the  final day of the
Exchange  Offe r Pe riod (the  “Exchange  Offe r De adline ”),  Acupay, on be half of the  Is sue r,  will re ce ive  from DT C participants
acce ptance s  of offe rs  for e xchange  Se rie s  5 pre fe rre d se curitie s  by and on be half of be ne ficial owne rs  of re s tricte d Se rie s  5
pre fe rre d se curitie s  (e ach such acce ptance , a “DT C Participant Exchange  Ins truction”). Such acce ptance s  will be  transmitte d
through DT C by and on be half of e ach te nde ring be ne ficial owne r through the  re organiz ation proce ss ing facilitie s  of DT C (the
“DT C Re organiz ation Sys te m”).
 

It is  anticipate d that the  Exchange  Offe r Expiry Date  (as  de fine d be low) shall be  the  same  day as  the  Dis tribution Re cord Date
pre ce ding the  Dis tribution Payme nt Date  imme diate ly following the  Exchange  Offe r De adline .
 

3. In re lation to e ach DT C Participant Exchange  Ins truction submitte d in accordance  with paragraph A.2 of this  Article  II of
Anne x A, e ach DT C participant mus t,  to the  e xte nt it has  not pre vious ly done  so, e nte r dire ctly into the  Acupay Sys te m the
be ne ficial owne r ide ntity and re s ide nce  information re quire d by the  Spanish tax law and se t forth in Article  I of Anne x B (the
“Be ne ficial Owne r Exchange  Information”) in re spe ct of any income  that may be  impute d to a be ne ficial owne r of re s tricte d Se rie s
5 pre fe rre d se curitie s  in conne ction with the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d
se curitie s .
 

4. Each DT C participant mus t e nsure  the  continuing accuracy of any pre vious ly-submitte d Be ne ficial Owne r Exchange
Information, irre spe ctive  of any change s  in, or in be ne ficial owne rship of,  such DT C participant’s  pos ition in the  re s tricte d Se rie s  5
pre fe rre d se curitie s ,  or the  ide ntity of the  be ne ficial owne r of re s tricte d Se rie s  5 pre fe rre d se curitie s  on whose  be half a DT C
Participant Exchange  Ins truction is  de live re d, as  of the  Exchange  Offe r De adline .  T he  Acupay Sys te m will re main available  for
making such adjus tme nts  until 8:00 p.m. Ne w York City time  on the  third Ne w York Bus ine ss  Day afte r the  Exchange  Offe r
De adline . All change s  in be ne ficial owne rship of re s tricte d Se rie s  5 pre fe rre d se curitie s  mus t be  re fle cte d, including change s  that
do not impact the  DT C participant’s  ove rall pos ition at DT C as  to which DT C Participant Exchange  Ins tructions  have  be e n
submitte d, or the  portion of such DT C Participant’s  pos itions  at DT C as  to which no Spanish withholding tax is  re quire d.
 

5. In no e ve nt shall the  failure  to submit time ly Be ne ficial Owne r Exchange  Information affe ct the  de live ry of e xchange  Se rie s  5
pre fe rre d se curitie s  to the  re le vant be ne ficial owne r, e xce pt insofar as  may be  ne ce ssary in conne ction with the  Withholding T ax
Sale  proce dure s  spe cifie d in paragraph E.2 of this  Article  II to Anne x A.

 
B. Exchange  Offe r T ax Calculation and T ax Ce rtificate s
 

1. If any portion of the  re s tricte d Se rie s  5 pre fe rre d se curitie s  he ld through a DT C participant has  be e n te nde re d for e xchange
Se rie s  5 pre fe rre d se curitie s  via the  DT C Re organiz ation Sys te m by the  Exchange  Offe r
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De adline , a se t of tax ce rtificate s  (the  “Exchange  Income  Tax Ce rtificate s”) will be  ge ne rate d by the  Acupay Sys te m if the
e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s  is  calculate d by Acupay in
accordance  with paragraph B.3 of this  Article  II of Anne x A to re sult in the  imputation of taxable  income  (for Spanish tax law
purpose s ) for the  re le vant be ne ficial owne rs .  Such Exchange  Income  Tax Ce rtificate s  will re port the  income  aris ing from the
e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  re s tricte d Se rie s  5 pre fe rre d se curitie s .  Such income  mus t be
impute d to the  be ne ficial owne r of the  re s tricte d Se rie s  5 pre fe rre d se curitie s  as  of the  Exchange  Offe r De adline .
 

Exchange  Income  T ax Ce rtificate s  will be  date d as  of the  las t day of the  Exchange  Offe r Pe riod (the  “Exchange  Offe r Expiry
Date ”) and mus t re fe r to be ne ficial owne rship pos itions  as  of the  Exchange  Offe r De adline . Each DT C participant will be  re quire d
to (i) print out,  (ii) re vie w, (iii) s ign and (iv) fax or se nd by e mail a PDF copy of the  duly s igne d Exchange  Income  T ax Ce rtificate s
dire ctly to Acupay. T he  original of e ach Exchange  Income  T ax Ce rtificate  mus t be  se nt to Acupay for re ce ipt no late r than the  15th
cale ndar day of the  month imme diate ly following the  Exchange  Offe r Expiry Date .
 

2. In the  e ve nt that the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s  is  not
calculate d by Acupay in accordance  with paragraph B.3 of this  Article  II of Anne x A to re sult in the  imputation of taxable  income  (for
Spanish tax law purpose s ) to the  re le vant be ne ficial owne rs , the  Acupay Sys te m will not ge ne rate  Exchange  Income  T ax
Ce rtificate s .
 

3. As  the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s  is  a taxable  e ve nt
unde r Spanish tax law and for the  purpose s  of Spanish Law 13/1985 (as  ame nde d by Law 19/2003 and Law 23/2005), the  income
attributable  to any such e xchange  will be  calculate d by Acupay us ing the  following me thodology:
 

a. Prior to 10:15 a.m. Ne w York City time  on the  firs t Ne w York Bus ine ss  Day of the  Exchange  Offe r Pe riod (the
“Initial Calculation Date ”),  Acupay will re que s t Le hman Brothe rs  Inc. (the  “Re fe re nce  De ale r”) to provide  a bid-s ide
quotation (e xpre sse d to the  ne are s t 1/8th of a U.S. dollar) as  of 10:00 a.m. London time  on the  Initial Calculation Date , for a
trade  involving 1,000 share s  of a hypothe tical is suance  of e xchange  Se rie s  5 pre fe rre d se curitie s . If the  Re fe re nce
De ale r is  unable  to provide  such a quotation, the n Acupay shall re que s t a price  e valuation for such pre fe rre d se curitie s
from a globally re cogniz e d se curitie s  price  e valuation se rvice .

 
b. T he  quotation obtaine d with re spe ct to the  e xchange  Se rie s  5 pre fe rre d se curitie s  will be  pos te d on the  Acupay

Sys te m no late r than 11:00 a.m. on the  Initial Calculation Date . T he  pos itive  diffe re nce , if any, be twe e n the  quotation for
the  hypothe tical 1,000 share  lot of e xchange  Se rie s  5 pre fe rre d se curitie s  and the  is sue  price  of 1,000 re s tricte d Se rie s  5
pre fe rre d se curitie s  will be  e mploye d by the  Acupay Sys te m to calculate  the  income , if any, to be  impute d to inve s tors
who e xchange  the ir re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s . In the  e ve nt that
such diffe re nce  re sults  in a ne gative  numbe r, it shall be  de e me d to be  “0” (z e ro) for the  purpose  of this  paragraph. T he
amount of income  aris ing out of any e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d
se curitie s  will be  printe d on e ach of the  Exchange  Income  T ax Ce rtificate s  produce d by the  Acupay Sys te m for use  by
the  re le vant DT C participants ,  as  de scribe d be low. If the  amount of such income  is  “0” (z e ro),  howe ve r, no tax will be
attributable  to the  re le vant e xchange  and no Exchange  Income  T ax Ce rtificate s  will be  (i) produce d by the  Acupay Sys te m
re lating to the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s  or (ii)
re quire d to be  submitte d by the  re le vant DT C participant with re spe ct to such e xchange .

 
c. On the  Exchange  Offe r Expiry Date , Acupay will re pe at the  price  quotation and income  computation proce dure s

de scribe d within paragraphs  B.3(a) and B.3(b) of this  Article  II of Anne x A in orde r to de te rmine  whe the r such price  and
income  amounts  are  mate rially diffe re nt from the  price  and income  amounts  compute d on the  Initial Calculation Date .  T he
price  quotations  or e valuations  e mploye d on such day will be  obtaine d at the  time s-of-day and us ing the  me thods
de scribe d above .  If the re  is  a pos itive  or ne gative  diffe re nce  in the  income  as  compute d on the  Exchange  Offe r Expiry
Date  as  compare d with that compute d on the  Initial Calculation Date  e qual to or le ss  than $0.25 pe r $100.00 liquidation
pre fe re nce  of re s tricte d Se rie s  5 pre fe rre d se curitie s  so affe cte d, such diffe re nce  (if any, and whe the r
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pos itive  or ne gative ) will be  de e me d “non-mate rial” and will be  ignore d for the  purpose  of the se  proce dure s .  Howe ve r,
if such diffe re nce  (whe the r pos itive  or ne gative ) is  (1) gre ate r than $0.25 pe r $100.00 liquidation pre fe re nce  of re s tricte d
Se rie s  5 pre fe rre d se curitie s  and (2) the  income  computation proce dure s  de scribe d in paragraph B.3(b) of this  Article  II
of Anne x A re sult in a pos itive  numbe r, the n:

 
i. At 1:00 p.m. Ne w York City time  on the  Exchange  Offe r Expiry Date , (A) all Exchange  Income  T ax

Ce rtificate s  pre vious ly re ce ive d by Acupay will be  cance lle d in the  Acupay Sys te m and (B) the  Acupay Sys te m
will produce  re place me nt Exchange  Income  T ax Ce rtificate s  to re place  the  re le vant cance lle d Exchange  Income
T ax Ce rtificate s .

 
ii. Acupay s taff will transmit a re que s t to all affe cte d DT C participants  that the y (i) print out,  (ii) re vie w, (iii)

s ign and (iv) fax or se nd by e mail a PDF copy of e ach duly s igne d re place me nt Exchange  Income  T ax Ce rtificate
dire ctly to Acupay for re ce ipt by 8:00 p.m. Ne w York City time  on the  third Ne w York Bus ine ss  Day imme diate ly
following the  Exchange  Offe r Expiry Date .

 
iii. T he  Acupay Sys te m will use  the  amount of e xchange  income  compute d on the  Exchange  Offe r Expiry

Date  in place  of the  amount of such income  compute d on the  Initial Calculation Date , for the  re place me nt
Exchange  Income  T ax Ce rtificate s  de scribe d in paragraph B.3(c)(i) of this  Article  II of Anne x A.

 
NOT E: A DT C participant that obtains  favorable  tax tre atme nt through this  re lie f at source  proce dure  and fails  to

submit to Acupay the  original phys ical Exchange  Income  T ax Ce rtificate s  as  de scribe d above  may be  prohibite d by the
Issue r from us ing this  proce dure  to obtain favorable  tax tre atme nt for future  payme nts .  In such e ve nt, the  DT C
participant will re ce ive  any future  cash dis tribution on the ir e ntire  pos ition ne t of applicable  Spanish withholding tax
(curre ntly at the  rate  of 18%) and re lie f will ne e d to be  obtaine d dire ctly from the  Spanish tax authoritie s  by following
the  dire ct re fund proce dure  e s tablishe d by Spanish tax law.
 
C. Additional Acupay and DT C Proce dure s
 

1. In addition to its  othe r dutie s  and obligations  se t forth he re in, Acupay will be  re spons ible  for the  following tasks  with
re spe ct to the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s  (colle ctive ly, the
“Exchange  Ve rification Proce dure s”):
 

a. re vie wing Exchange  Income  T ax Ce rtificate s  us ing appropriate  me thodology in orde r to de te rmine  whe the r the
re quis ite  fie lds  of Be ne ficial Owne r Exchange  Information  have  be e n supplie d and that such fie lds  of information are
re spons ive  to the  re quire me nts  of such Exchange  Income  T ax Ce rtificate s  and the  circumstance s  re late d to the  e xchange
of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s ;

 
b. liais ing with the  re le vant DT C participants  in orde r to re que s t that such DT C participants :

 
i. comple te  any miss ing or corre ct any e rrone ous  Be ne ficial Owne r Exchange  Information, make  any

ne ce ssary re vis ions  to the  Exchange  Income  T ax Ce rtificate s  ide ntifie d pursuant to the  proce dure s  se t forth
above ;

 
ii. confirm any non-e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s ; and

 
c. de te rmine  base d on the  proce dure s  e s tablishe d for that purpose  in paragraph B.3 of this  Article  II of Anne x A

whe the r or not the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s  would
re sult in income  attributable  to such e xchange :

 
i. if no income  would be  attributable  to such e xchange , no furthe r Exchange  Ve rification Proce dure s  would

be  re quire d;
 

ii. if the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s
would re sult in income  attributable  to such e xchange , Acupay shall de te rmine  through a
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re vie w of DT C participant Exchange  Ins tructions  whe the r any pos ition in the  re s tricte d Se rie s  5 pre fe rre d
se curitie s  will be  e xchange d for e xchange  Se rie s  5 pre fe rre d se curitie s ,  and:

 
1. if no such e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d

se curitie s  is  to be  unde rtake n, no furthe r Exchange  Ve rification Proce dure s  will be  re quire d;
 

2. if any such e xchange s  are  to be  unde rtake n, Acupay shall de te rmine  for e ach DT C participant
submitting a DT C participant Exchange  Ins truction whe the r (A) the  numbe r of re s tricte d Se rie s  5
pre fe rre d se curitie s  to be  e xchange d for e xchange  Se rie s  5 pre fe rre d se curitie s  through such DT C
participant’s  account as  se t forth in such DT C participant Exchange  Ins truction is  cons is te nt with the  total
numbe r of re s tricte d Se rie s  5 pre fe rre d se curitie s  to be  e xchange d for e xchange  Se rie s  5 pre fe rre d
se curitie s  as  se t forth in the  re late d Be ne ficial Owne r Exchange  Information (and re porte d on Exchange
Income  T ax Ce rtificate s ) supplie d by such DT C participant via the  Acupay Sys te m and (B) the  data se t
forth in such Be ne ficial Owne r Exchange  Information (and re porte d on the  Exchange  Income  T ax
Ce rtificate s ) is  cons is te nt with the  Be ne ficial Owne r Information provide d as  of the  Dis tribution Re cord
Date  imme diate ly pre ce ding the  Exchange  Se ttle me nt Date  (as  de fine d be low) (and re porte d on the
Dis tribution T ax Ce rtificate s  date d as  of such Dis tribution Re cord Date ). If any data in the  Exchange
Income  T ax Ce rtificate s  or Dis tribution T ax Ce rtificate s  de scribe d above  is  not cons is te nt at 9:45 a.m.
on the  Exchange  Se ttle me nt Date , the n such Exchange  Income  T ax Ce rtificate s  as  we ll as  any
Dis tribution T ax Ce rtificate s  date d as  of the  Dis tribution Re cord Date  imme diate ly pre ce ding the
Exchange  Se ttle me nt Date  that have  be e n submitte d by or on the  be half of such DT C participant will be
dis re garde d by Acupay for all purpose s . T his  would re sult in payme nts  be ing made  ne t of Spanish
withholding tax in re spe ct of (A) the  cash dis tributions  made  on the  Dis tribution Payme nt Date
imme diate ly following the  Dis tribution Re cord Date  imme diate ly pre ce ding the  Exchange  Se ttle me nt
Date  and (B) any income  attributable  to the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for
e xchange  Se rie s  5 pre fe rre d se curitie s  in accordance  with the  proce dure s  de scribe d in paragraph E of
this  Article  II of Anne x A.

 
2. Acupay will forward original pape r Exchange  Income  T ax Ce rtificate s  it re ce ive s  for re ce ipt by the  Is sue r no late r than the

18th cale ndar day of the  month imme diate ly following the  Exchange  Offe r Expiry Date . Acupay shall maintain re cords  of all
Exchange  Income  T ax Ce rtificate s  (and othe r information re ce ive d through the  Acupay Sys te m) for five  ye ars  from the  Exchange
Offe r Expiry Date , and shall,  during such pe riod, make  copie s  of such re cords  available  to the  Is sue r at all re asonable  time s  upon
re que s t. In the  e ve nt that the  Is sue r notifie s  Acupay in writing that it is  the  subje ct of a tax audit,  Acupay shall maintain such duplicate
back-up copie s  until the  re le vant s tatute  of limitations  applicable  to any tax ye ar subje ct to audit e xpire s .
 

3. At 5:00 pm on the  Exchange  Offe r Expiry Date , DT C and Acupay will confirm to e ach othe r the  numbe r of Pre fe rre d
Se curitie s  for which e xchange  ins tructions  have  be e n re ce ive d and acce pte d (the  “DT C Re conciliation Re port”).
 
D. Exchange  Se ttle me nt
 

1. On the  Exchange  Offe r Expiry Date , the  Is sue r will announce  the  numbe r of e xchange  offe rs  acce pte d by the  Exchange
Offe r De adline , through notice  to Acupay, the  Paying Age nt and DT C.
 

2. By 11:00 a.m. on the  se ttle me nt date  of the  offe r to e xchange  re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5
pre fe rre d se curitie s  (the  “Exchange  Se ttle me nt Date ”),  Acupay will re le ase  through a se cure  data upload facility to the  Is sue r,
DT C and the  Paying Age nt a copy of the  DT C Re conciliation Re port,  as  we ll as  a de taile d re port of the  final e xchange s  (the  “Final
Exchange  Re port”).  Such re port will indicate  for e ach DT C participant (i) the  numbe r of re s tricte d Se rie s  5 pre fe rre d se curitie s
which should be  e xchange d for e xchange  Se rie s  5 pre fe rre d se curitie s ,  (ii) of such re s tricte d Se rie s  5 pre fe rre d se curitie s
re fe rre d to in (i),  (a) the  numbe r for which no Spanish withholding taxe s  will ne e d to be  asse sse d in re lation to the  e xchange , (b)
the  numbe r for which Spanish
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withholding taxe s  will ne e d to be  asse sse d in re lation to the  e xchange  and (c) the  amount of such Spanish withholding taxe s , if
any.  T he  Final Exchange  Re port will also s tate  the  tax liability attributable  to e ach such e xchange  ope ration and the  valuations
e mploye d in the  computation of such tax liabilitie s .
 

3. No late r than 12:00 p.m. on the  Exchange  Se ttle me nt Date , the  Is sue r shall se nd a notice  (via se cure  me ans) to both DT C
and to the  Paying Age nt (a “Share  Is suance  and Exchange  Ins truction”) ins tructing (i) DT C to de live r to e ach re le vant DT C
participant the  re le vant numbe r of e xchange  Se rie s  5 pre fe rre d se curitie s  in accordance  with the  Final Ele ction Re port,  (ii) the
Paying Age nt to provide  DT C with an initial transaction s tate me nt e vide ncing the  is suance  of such e xchange  Se rie s  5 Pre fe rre d
Se curitie s  as  re corde d on the  Paying Age nt’s  books  and re cords  in the  name  of Ce de  & Co.,  as  nomine e  for DT C and (iii) the
Paying Age nt to approve  a drawdown re que s t from DT C to re duce  DT C’s  pos ition in the  re s tricte d Se rie s  5 pre fe rre d se curitie s
with re spe ct to the  aggre gate  numbe r of re s tricte d Se rie s  5 pre fe rre d se curitie s  e xchange d for e xchange  Se rie s  5 pre fe rre d
se curitie s .  T he  Is sue r has  authoriz e d the  Paying Age nt to re ly on the  Final Exchange  Re port to se rve  as  its  Share  Is suance  and
Exchange  Ins truction.
 

4. Notwiths tanding anything he re in to the  contrary, the  Is sue r may dire ct the  Paying Age nt to ignore  the  Final Exchange  Re port
and to unde rtake  e xchange s  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s  in a manne r
diffe re nt from that se t forth in the  Final Exchange  Re port if the  Is sue r (i) de te rmine s  that the re  are  any incons is te ncie s  with the
e xchange  e le ctions  the re in re pre se nte d or any information se t forth in the  Final Exchange  Re port is ,  to the  Is sue r’s  knowle dge ,
inaccurate ,  and (ii) provide s  notice  of such de te rmination in writing to the  Paying Age nt,  DT C and Acupay prior to 11:30 a.m. on the
Exchange  Se ttle me nt Date  along with a lis t of the  affe cte d DT C participants  showing the  numbe r of re s tricte d Se rie s  5 pre fe rre d
se curitie s  to be  e xchange d for e xchange  Se rie s  5 pre fe rre d se curitie s  by e ach such DT C participant.
 

5. On or prior to the  Exchange  Se ttle me nt Date , the  Is sue r will transmit (i) to the  Paying Age nt an Exchange  Pre fe rre d Se curity
for authe ntication and (ii) to DT C (or the  Paying Age nt as  cus todian for DT C) such Exchange  Pre fe rre d Se curity, re gis te re d in the
name  of DT C’s  nomine e , Ce de  & Co. for de live ry in book-e ntry only form to the  re le vant be ne ficial owne rs  of the  re s tricte d
Se rie s  5 pre fe rre d se curitie s .  T he  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s
shall be  irre vocable   and the  e xchange  Se rie s  5 pre fe rre d se curitie s  may not be  conve rte d to re s tricte d Se rie s  5 pre fe rre d
se curitie s .  T he  te rms  of the  e xchange  Se rie s  5 pre fe rre d se curitie s  shall be  binding upon any subse que nt holde r of such
e xchange  Se rie s  5 pre fe rre d se curitie s .
 

6. By 3:00 p.m. on the  Exchange  Se ttle me nt Date , DT C shall confirm to Acupay the  de live ry to e ach re le vant DT C participant
of the  re le vant quantity of e xchange  Se rie s  5 pre fe rre d se curitie s ,  as  adjus te d for any Exchange  Withholding T ax Sale  (as  de fine d
be low) proce dure s  ne ce ssary in accordance  with paragraph E.2 of this  Article  II of Anne x A, in e xchange  for a comparable  quantity
of re s tricte d Se rie s  5 pre fe rre d se curitie s .  Notice  of the  consummation of such e xchange  ope rations  shall be  promptly
communicate d to the  Is sue r and the  Paying Age nt via the  Acupay Sys te m.
 
E. Exchange  Withholding T ax
 

1. In the  e ve nt that the  amount of Spanish withholding tax to be  colle cte d from a DT C participant pursuant to an e xchange  of
re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s ,  as  calculate d in accordance  with paragraph B.3
of this  Article  II of Anne x A, should not e xce e d the  amount of cash dis tribution income  payable  to such DT C participant on the
Dis tribution Payme nt Date  imme diate ly succe e ding the  Exchange  Se ttle me nt Date  (afte r any ne ce ssary withholding with re spe ct to
such cash payme nt is  made  on such Dis tribution Payme nt Date ),  the  Is sue r’s  Share  Is suance  and Exchange  Ins truction will include
an ins truction to the  Paying Age nt,  Acupay and DT C to de duct the  amount of cash ne ce ssary to satis fy such Spanish withholding tax
liability from such cash dis tribution on such imme diate ly succe e ding Dis tribution Payme nt Date .  Any amounts  so de ducte d by the
Paying Age nt to satis fy the  re le vant DT C participant’s  withholding tax liability shall be  promptly transmitte d to the  Is sue r,  and
Acupay shall promptly confirm any such de duction to the  re le vant DT C participant.
 

2. In the  e ve nt that the  amount of Spanish withholding tax to be  colle cte d from a DT C participant pursuant to an e xchange  of
re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s ,  as  calculate d in accordance  with paragraph B.3
of this  Article  II of Anne x A, should e xce e d the  cash dis tribution income  payable  to
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such DT C participant on the  Dis tribution Payme nt Date  imme diate ly succe e ding the  Exchange  Se ttle me nt Date  (afte r any ne ce ssary
withholding with re spe ct to such cash payme nt is  made  on such Dis tribution Payme nt Date ),  the  Is sue r will (i) ins truct the  Paying
Age nt to withhold from de live ry on the  Exchange  Se ttle me nt Date  and (ii) se ll or arrange  for the  sale  in the  se condary marke t of an
appropriate  quantity of e xchange  Se rie s  5 pre fe rre d se curitie s ,  base d on the  valuations  re ce ive d by the  Is sue r (or Acupay on its
be half) on the  Exchange  Offe r Expiry Date , as  may be  ne ce ssary to provide  cash in sufficie nt amounts  to me e t such DT C
participant’s  withholding tax liability with re spe ct to the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  to e xchange  Se rie s  5
pre fe rre d se curitie s  (the  “Exchange  Withholding T ax Sale ”).  T he  Is sue r’s  de te rmination of the  numbe r of e xchange  Se rie s  5
pre fe rre d se curitie s  that may be  withhe ld from de live ry and offe re d for sale  to satis fy re le vant DT C participant’s  withholding tax
liability (including the  withholding from de live ry of such numbe r of Exchange  Pre fe rre d Se curitie s  as  may be  de e me d ne ce ssary, in
the  sole  opinion of the  Is sue r,  to provide  a suitable  margin to se cure  the  re sults  of the  Exchange  Withholding T ax Sale ) shall be
binding on all partie s . Any amounts  re ce ive d from the  Exchange  Withholding T ax Sale  ne ce ssary to satis fy the  re le vant DT C
participant’s  withholding tax liability shall be  promptly transmitte d to the  Is sue r.
 

3. Upon the  comple tion of the  Exchange  Withholding T ax Sale , the  Is sue r shall promptly transmit to the  Paying Age nt,  and
dire ct the  Paying Age nt (in writing) to re mit to the  re le vant DT C participant,  (i) any e xce ss  cash proce e ds , ne t of se lling age nt’s
fe e s  and e xpe nse s , from the  Exchange  Withholding T ax Sale  (via Fe d-Wire ),  (ii) any e xchange  Se rie s  5 pre fe rre d se curitie s   that
we re  pre vious ly withhe ld but re main unsold as  part of the  Exchange  Withholding T ax Sale  (via fre e  de live ry through DT C) and (iii)
a le tte r confirming the  de tails  of the  Exchange  Withholding T ax Sale  and the  re late d calculation of such amounts  to be  so re mitte d.
 

It is  e xpe cte d that the  fore going proce dure s  in re lation to Exchange  Withholding T ax Sale s  will be  comple te d by the  te nth Ne w
York Bus ine ss  Day following the  Exchange  Se ttle me nt Date .
 
F. Quick Re fund Proce dure s
 

1. Re funds  made  pursuant to the  Quick Re fund Proce dure s  se t forth in Article  III of this  Anne x A, shall,  in the  case  of income
re late d to the  e xchange  of re s tricte d Se rie s  5 pre fe rre d se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s ,  be  limite d to the
amount of Spanish withholding tax liability; any e xce ss  cash proce e ds , ne t of se lling age nt’s  fe e s  and e xpe nse s , from the
Exchange  Withholding T ax Sale  will be  se parate ly paid to the  re le vant DT C participant in accordance  with paragraph E.3 of this
Article  II of Anne x A.
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Article  III

 
Quick Re fund Proce dure s

 
Re fe re nce s  to “Pre fe rre d Se curitie s” in this  Article  III of Anne x A shall be  de e me d to include  re s tricte d Se rie s  5 pre fe rre d

se curitie s  and e xchange  Se rie s  5 pre fe rre d se curitie s .
 
A. Docume ntation Proce dure s
 

1. Be ne ficial owne rs  holding through a Qualifie d Ins titution on Whose  Be half an EDS Ele ction was  Re que s te d by 9:45 a.m. Ne w
York City time  on the  re le vant Final Ve rification Date
 

a. Be ginning at 9:00 a.m. Ne w York City time  on the  Ne w York Bus ine ss  Day following e ach Dis tribution Payme nt
Date  or the  Exchange  Se ttle me nt Date  until 5:00 p.m. Ne w York City time  on the  te nth cale ndar day of the  month following
the  re le vant Dis tribution Payme nt Date  or the  Exchange  Se ttle me nt Date  (or if e ithe r such day is  not a Ne w York Bus ine ss
Day, the  firs t Ne w York Bus ine ss  Day imme diate ly pre ce ding such day) (the  “Quick Re fund De adline ”),  a DT C
participant (i) which is  a Qualifie d Ins titution (as  de fine d in Article  I of Anne x B) and holds  Pre fe rre d Se curitie s  on be half
of be ne ficial owne rs  e ntitle d to e xe mption from Spanish withholding tax and (ii) which was  paid ne t of Spanish withholding
taxe s  due  to a failure  to comply with the  “Re lie f at Source  Proce dure s” se t forth in Article  I of this  Anne x A above , may
submit through the  Acupay Sys te m (x) Be ne ficial Owne r Information with re spe ct to be ne ficial owne rship pos itions  as  to
which such DT C participant had, by 9:45 a.m. Ne w York City time  on the  re le vant Final Ve rification Date , re que s te d DT C
to make  an EDS e le ction and/or (y) if re le vant,  Be ne ficial Owne r Exchange  Information corre sponding to be ne ficial
owne rs  on whose  be half EDS Ele ctions  had be e n made  as  of such date  and time , and for whose  account Share  Is suance
and Exchange  Ins tructions  had be e n de live re d by the  Is sue r for the  Exchange  Se ttle me nt Date . Afte r e ntry of Be ne ficial
Owne r Information or Be ne ficial Owne r Exchange  Information into the  Acupay Sys te m by such DT C participant,  the
Acupay Sys te m will produce  comple te d T ax Ce rtificate s  or Exchange  Income  T ax Ce rtificate s ,  as  the  case  may be . Such
DT C participant will the n be  re quire d to (i) print out,  (ii) re vie w, (iii) s ign and (iv) fax or se nd by e mail a PDF copy of the
duly s igne d T ax Ce rtificate  or Exchange  Income  T ax Ce rtificate ,  as  the  case  may be , dire ctly to Acupay for re ce ipt by
Acupay no late r than the  Quick Re fund De adline . Any such T ax Ce rtificate s  will be  date d as  of the  Dis tribution Re cord
Date  and any such Exchange  Income  T ax Ce rtificate s  will be  date d as  of the  Exchange  Offe r Expiry Date .

 
Notwiths tanding anything containe d he re in, any DT C participant whose  re que st to DT C to make  an EDS Ele ction did
not spe cify “gross  tre atme nt” with re spe ct to at le as t the  portion of its  DT C pos ition for which it is  claiming a “quick
re fund” (with re spe ct to cash dis tribution payme nts ) as  of 9:45 a.m. Ne w York City time  on the  re le vant Final
Ve rification Date  will not be  pe rmitte d to follow the  Quick Re fund Proce dure s  se t forth in this  Article  III of Anne x A, and
any be ne ficial owne r holding through such DT C participant will ins te ad ne e d to re ly on the  Dire ct Re fund Proce dure s
se t forth in Article  II of Anne x B be low.
 

b. Acupay will the n conduct the  Acupay Ve rification Proce dure s  with re spe ct to the  Be ne ficial Owne r Information
and, if re le vant,  the  Exchange  Ve rification Proce dure s  with re spe ct to Be ne ficial Owne r Exchange  Information, submitte d
by the  DT C participants  pursuant to Article s  I and II of this  Anne x A by comparing such Be ne ficial Owne r Information or
Be ne ficial Owne r Exchange  Information, as  the  case  may be , with such DT C participant’s  EDS Ele ction or DT C
participant Exchange  Ins tructions , as  the  case  may be , and its  pos ition in the  Pre fe rre d Se curitie s  as  of the  Dis tribution
Re cord Date  and/or the  re late d Share  Is suance  and Exchange  Ins truction for the  re le vant Exchange  Se ttle me nt Date , as  the
case  may be . T he  information as  to the  EDS Ele ction, the  pos ition in the  Pre fe rre d Se curitie s  of e ach DT C participant as
of such time  and, if applicable , the  quantity of re s tricte d Se rie s  5 pre fe rre d se curitie s  te nde re d for e xchange  shall be
provide d to Acupay by DT C. DT C participants  may, until the  spe cifie d de adline s , re vise  such Be ne ficial Owne r
Information and Be ne ficial Owne r Exchange  Information, as  the  case  may be , in the  Acupay Sys te m in orde r to cure  any
incons is te ncy de te cte d through the  Acupay Ve rification Proce dure s  or Exchange  Ve rification Proce dure s , as  re le vant.
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c. Acupay will re concile  Be ne ficial Owne r Information or Be ne ficial Owne r Exchange  Information, as  the  case  may

be , to (i) re ports  of DT C pos itions  as  of the  Dis tribution Re cord Date , (ii)  EDS Ele ctions  as  of 9:45 a.m. Ne w York City
time  on the  re le vant Final Ve rification Date  (as  ce rtifie d by DT C) and (iii) if re le vant,  a Share  Is suance  and Exchange
Ins truction for the  appropriate  Exchange  Se ttle me nt Date . Acupay will colle ct payme nt ins tructions  from DT C participants
or the ir de s igne e s  and, no late r than 12:00 p.m. Ne w York City time  on the  third cale ndar day following the  Quick Re fund
De adline  (or if such day is  not a Ne w York Bus ine ss  Day, the  firs t Ne w York Bus ine ss  Day imme diate ly pre ce ding such
day), will forward PDF copie s  of the  ve rifie d T ax Ce rtificate s  or Exchange  Income  T ax Ce rtificate s ,  as  the  case  may be ,
to the  Is sue r and the  Guarantor and the  payme nt ins tructions  to the  Is sue r,  the  Guarantor and the  Paying Age nt.

 
2. Be ne ficial owne rs  not holding through a Qualifie d Ins titution

 
a. Be ne ficial owne rs  e ntitle d to re ce ive  cash dis tribution payme nts ,  OID income  or e xchange  income  in re spe ct of

any Pre fe rre d Se curitie s  gross  of any Spanish withholding taxe s  but who have  be e n paid ne t of Spanish withholding taxe s
as  a re sult of holding inte re s ts  in such Pre fe rre d Se curitie s  through DT C participants  who are  not Qualifie d Ins titutions  will
be  e ntitle d to utiliz e  the  Quick Re fund Proce dure s  se t forth be low.

 
b. Such be ne ficial owne rs  may re que s t from the  Is sue r the  re imburse me nt of the  amount withhe ld by providing

Acupay, as  an age nt of the  Is sue r,  with (i) docume ntation to confirm the ir se curitie s  e ntitle me nt in re spe ct of the  Pre fe rre d
Se curitie s  on the  re le vant Dis tribution Re cord Date  or Exchange  Offe r Expiry Date , as  the  case  may be  (which
docume ntation mus t include  s tate me nts  from (A) DT C and (B) the  re le vant DT C participant se tting forth such DT C
participant’s  aggre gate  DT C pos ition on the  re le vant Dis tribution Re cord Date  or Exchange  Offe r Expiry Date , as  the
case  may be ) as  we ll as  the  portion of such pos ition that was  paid ne t and gross  of Spanish withholding taxe s , toge the r
with an accounting re cord of the  amounts  of such pos ition and payme nts  which we re  attributable  to the  be ne ficial owne r,
including the  numbe r of e xchange  Se rie s  5 pre fe rre d se curitie s ,  if any, sold in orde r to provide  sufficie nt amounts  to
satis fy any Spanish withholding tax liabilitie s  that may be  applicable  to the  e xchange  of re s tricte d Se rie s  5 pre fe rre d
se curitie s  for e xchange  Se rie s  5 pre fe rre d se curitie s ) and (ii) a Gove rnme nt T ax Re s ide ncy Ce rtificate . Such Gove rnme nt
T ax Re s ide ncy Ce rtificate  (which will be  valid for a pe riod of one  ye ar afte r its  date  of is suance ) toge the r with the
information re garding the  se curitie s  e ntitle me nt in re spe ct of the  Pre fe rre d Se curitie s  mus t be  submitte d to Acupay on the
be half of the  Is sue r no late r than the  Quick Re fund De adline . Acupay will colle ct payme nt ins tructions  from DT C
participants  or the ir de s igne e s , as  the  case  may be , and, no late r than 12:00 p.m. Ne w York City time  on the  third cale ndar
day following the  Quick Re fund De adline  (or if such day is  not a Ne w York Bus ine ss  Day, the  firs t Ne w York Bus ine ss
Day imme diate ly pre ce ding such day), will forward to the  Is sue r and the  Guarantor PDF copie s  of the  Gove rnme nt T ax
Re s ide ncy Ce rtificate s ,  and to the  Is sue r,  the  Guarantor and the  Paying age nt (x) the  re late d payme nt ins tructions  and (y) a
re conciliation of such payme nt ins tructions  to (1) the  outs tanding numbe r of Pre fe rre d Se curitie s  owne d through e ach DT C
participant as  of the  re le vant Re cord Date  or the  numbe r of re s tricte d Se rie s  5 pre fe rre d se curitie s  e xchange d for
e xchange  Se rie s  5 Pre fe rre d Se curitie s  on the  Exchange  Se ttle me nt Date  and (2) the  outs tanding numbe r of such
se curitie s  on which cash dis tributions , OID income  or e xchange  income  was  paid ne t of Spanish withholding tax on the
re le vant Payme nt Date  or Exchange  Se ttle me nt Date .

 
3. Early Re de mption of the  Pre fe rre d Se curitie s

 
In the  case  of e arly re de mption, Quick Re fund Proce dure s  subs tantially s imilar to those  proce dure s  se t forth in this  Article  III

of Anne x A will be  made  available  to inve s tors . De taile d de scriptions  of such Quick Re fund Proce dure s  will be  available  upon
re que s t from Acupay in the  e ve nt of such e arly re de mption.
 
B. Payme nt Proce dure s
 

1. Upon re ce ipt of the  re le vant T ax Ce rtificate s ,  Exchange  Income  T ax Ce rtificate s  and Gove rnme nt T ax Re s ide ncy
Ce rtificate s  toge the r with re late d docume ntation (if any) from Acupay pursuant to the  proce dure s  in part A. of this  Article  III,  the
Issue r will re vie w Gove rnme nt T ax Re s ide ncy Ce rtificate s  toge the r with re late d
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docume ntation (if any) and confirm the  re late d payme nts  no late r than the  18th cale ndar day of the  month following the  re le vant
Dis tribution Payme nt Date  or Exchange  Se ttle me nt Date  (or if such day is  not a Ne w York Bus ine ss  Day, the  firs t Ne w York
Bus ine ss  Day imme diate ly pre ce ding such day).
 

2. On the  19th cale ndar day of the  month following the  re le vant Dis tribution Payme nt Date  or Exchange  Se ttle me nt Date  (or if
such day is  not a Ne w York Bus ine ss  Day, the  firs t Ne w York Bus ine ss  Day imme diate ly pre ce ding such day), the  Is sue r will make
payme nts  e qual to the  amounts  initially withhe ld from DT C participants  complying with the  Quick Re fund Proce dure  (ne t of the
cos ts ,  if any associate d with Exchange  Withholding T ax Sale s ) to the  Paying Age nt,  and the  Paying Age nt shall,  within one  Ne w
York Bus ine ss  Day of such date , trans fe r such payme nts  to DT C participants  dire ctly for the  be ne fit of be ne ficial owne rs .
 
NOT E: For the  avoidance  of doubt, be ne ficial owne rs  shall only be  e ntitle d to re ce ive  cash re funds  in conne ction with
the se  Quick Re fund Proce dure s , and nothing containe d in this  Article  III of Anne x A shall be  inte rpre te d as  e ntitling
be ne ficial owne rs  to re ce ive  e xchange  Se rie s  5 pre fe rre d se curitie s  in conne ction the re with.
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ANNEX B

 
FORMS OF REQUIRED SPANISH WIT HHOLDING T AX DOCUMENT AT ION AND PROCEDURES

FOR DIRECT  REFUND FROM SPANISH T AX AUT HORIT IES
 

Article  I
 

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

1. If the  holde r of a ce rtificate d re s tricte d Se rie s  5 pre fe rre d se curity or e xchange  Se rie s  5 pre fe rre d se curity is  not re s ide nt in
Spain for tax purpose s  and acts  for its  own account and is  a ce ntral bank, othe r public ins titution or inte rnational organiz ation, a bank
or cre dit ins titution or a financial e ntity, including colle ctive  inve s tme nt ins titutions , pe ns ion funds  and insurance  e ntitie s ,  re s ide nt in
an OECD country (including the  Unite d State s ) or in a country with which Spain has  e nte re d into a double  tax tre aty subje ct to a
spe cific adminis trative  re gis tration or supe rvis ion sche me  (e ach, a “Qualifie d Ins titution”),  the  e ntity in que s tion mus t ce rtify its
name  and tax re s ide ncy subs tantially in the  manne r provide d in Exhibit I to this  Anne x.
 

2. In the  case  of transactions  in which a Qualifie d Ins titution which is  a holde r of ce rtificate d re s tricte d Se rie s  5 pre fe rre d
se curitie s  or e xchange  Se rie s  5 pre fe rre d se curitie s  acts  as  inte rme diary, the  e ntity in que s tion mus t,  in accordance  with the
information containe d in its  own re cords , ce rtify the  name  and tax re s ide ncy of e ach be ne ficial owne r not re s ide nt in Spain for tax
purpose s  nor in a tax have n as  of the  Dis tribution Re cord Date  or the  Exchange  Offe r Expiry Date , as  the  case  may be ,
subs tantially in the  manne r provide d in Exhibit II to this  Anne x.
 

3. In the  case  of transactions  which are  channe le d through a se curitie s  cle aring and de pos it e ntity re cogniz e d for the se
purpose s  by Spanish law or by the  law of anothe r OECD me mbe r country, the  e ntity in que s tion (i.e .,  the  cle aring sys te m
participant) mus t,  in accordance  with the  information containe d in its  own re cords , ce rtify the  name  and tax re s ide ncy of e ach
be ne ficial owne r not re s ide nt in Spain for tax purpose s  nor in a tax have n as  of the  Dis tribution Re cord Date  or the  Exchange  Expiry
Date , as  the  case  may be , subs tantially in the  manne r provide d in Exhibit II to this  Anne x.
 

4. If the  be ne ficial owne r is  re s ide nt in Spain for tax purpose s  and is  subje ct to Spanish Corporation T ax, the  e ntitie s  lis te d in
paragraphs  (2) or (3) above  (such as  DT C participants  which are  Qualifie d Ins titutions ) mus t submit a ce rtification spe cifying the
name , addre ss , T ax Ide ntification Numbe r, the  CUSIP or ISIN code  of the  Pre fe rre d se curitie s ,  the  be ne ficial inte re s t in the
re s tricte d Se rie s  5 pre fe rre d se curitie s  or e xchange  Se rie s  5 pre fe rre d se curitie s  he ld at e ach Dis tribution Re cord Date  or the
Exchange  Offe r Expiry Date , as  the  case  may be , gross  income  and amount withhe ld, subs tantially in the  form se t out in Exhibit III to
this  Anne x.
 

5. In the  case  of be ne ficial owne rs  who do not hold the ir inte re s ts  in the  re s tricte d Se rie s  5 pre fe rre d se curitie s  or e xchange
Se rie s  5 pre fe rre d se curitie s  through Qualifie d Ins titutions  or whose  holdings  are  not channe le d through a se curitie s  cle aring and
de pos it e ntity re cogniz e d for the se  purpose s  by Spanish law or by the  law of anothe r OECD me mbe r country, the  be ne ficial owne r
mus t submit (i) proof of be ne ficial owne rship and (ii) a ce rtificate  of re s ide ncy is sue d by the  tax authoritie s  of the  country of
re s ide ncy of such be ne ficial owne r (a “Gove rnme nt T ax Re s ide ncy Ce rtificate ”).
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Article  II

 
Dire ct Re fund from Spanish T ax Authoritie s  Proce dure

 
1. Be ne ficial owne rs  e ntitle d to e xe mption from Spanish withholding tax who have  not time ly followe d e ithe r the  “Re lie f at

Source  Proce dure ” proce dure  se t forth in Article  I or II of Anne x A or the  “Quick Re fund Proce dure ” se t forth in Article  III of Anne x
A, and the re fore  have  be e n subje ct to Spanish withholding tax, may re que s t a full re fund of the  amount that has  be e n withhe ld
dire ctly from the  Spanish tax authoritie s .
 

2. Be ne ficial owne rs  have  up to the  time  pe riod allowe d pursuant to Spanish law (curre ntly, a maximum of four ye ars  as  of the
re le vant Dis tribution Re cord Date  or the  Exchange  Offe r Expiry Date , as  the  case  may be ) to claim the  amount withhe ld from the
Spanish T re asury by filing with the  Spanish tax authoritie s  (i) the  re le vant Spanish tax form, (ii) proof of be ne ficial owne rship and
(iii) a ce rtificate  of re s ide nce  is sue d by the  tax authoritie s  of its  country of re s ide nce  (from the  IRS in the  case  of U.S. re s ide nt
be ne ficial owne rs ).
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EXHIBIT  I

 
[English trans lation provide d for informational purpose s  only]

 
Mode lo de  ce rtificación e n inve rs ione s  por cue nta propia

 
Form of Ce rtificate  for Own Account Inve s tme nts

 
(nombre ) (name )

 
(domicilio) (addre ss )

 
(T IN) (tax ide ntification numbe r)

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

 
(function),  in the  name  and on be half of the  Entity indicate d be low, for the  purpose s  of article  12.3.a) of Royal De cre e
2281/1998 (which will be  re place d by Se ction 44.2.a) of Royal De cre e  1065/2007 as  of January 1, 2008)

 
CERT IFICO:

 
I CERT IFY:

 
1.    Que  e l nombre  o raz ón social de  la Entidad que  re pre se nto e s :

 
that the  name  of the  Entity I re pre se nt is :

 
2.    Que  su re s ide ncia fiscal e s  la s iguie nte :

 
that its  re s ide nce  for tax purpose s  is :

 
3.    Que  la Entidad que  re pre se nto e s tá inscrita e n e l Re gis tro de

 
that the  ins titution I re pre se nt is  re corde d in the  Re gis te r of

 
(pais ,  e s tado, ciudad), con e l núme ro

 
(country, s tate ,  city),  unde r numbe r

 
4.    Que  la Entidad que  re pre se nto e s tá some tida a la supe rvis ión de  (Organo supe rvisor)

 
that the  ins titution I re pre se nt is  supe rvise d by (Supe rvis ion body)

 
e n virtud de  (normativa que  lo re gula)

 
unde r (gove rning rule s ).

 
T odo e llo e n re lación con:

 
All the  above  in re lation to:

 
Ide ntificación de  los  valore s  pose idos  por cue nta propia

 
Ide ntification of se curitie s  he ld on own account:
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Importe  de  los  re ndimie ntos

 
Amount of income

 
Lo que  ce rtifico e n a de  de  20

 
I ce rtify the  above  in [location] on the  [day] of [month] of [ye ar]
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EXHIBIT  II

 
[English trans lation provide d for informational purpose s  only]

 
Mode lo de  ce rtificación e n inve rs ione s  por cue nta aje na

 
Form of Ce rtificate  for T hird Party Inve s tme nts

 
(nombre ) (name )

 
(domicilio) (addre ss )

 
(T IN) (tax ide ntification numbe r)

 
(e n calidad de ),  e n nombre  y re pre se ntación de  la Entidad abajo se ñalada a los  e fe ctospre vis tos  e n e l artículo
12.3.b) y c) de l Re al De cre to 2281/1998 (que  se rá sus tituido por e l artículo 44.2.b) y c) de l Re al De cre to 1065/2007 a
partir de l 1 de  e ne ro de  2008),

 
(function),  in the  name  and on be half of the  Entity indicate d be low, for the  purpose s  of article  12.3.b) and c) of Royal De cre e
2281/1998 (which will be  re place d by Se ction 44.2.b) and c) of Royal De cre e  1065/2007 as  of January 1, 2008),

 
CERT IFICO:

 
I CERT IFY:
1.    Que  e l nombre  o raz ón social de  la Entidad que  re pre se nto e s :

 
that the  name  of the  Entity I re pre se nt is :

 
2.    Que  su re s ide ncia fiscal e s  la s iguie nte :

 
that its  re s ide nce  for tax purpose s  is :

 
3.    Que  la Entidad que  re pre se nto e s tá inscrita e n e l Re gis tro de

 
that the  ins titution I re pre se nt is  re corde d in the  Re gis te r of

 
(pais ,  e s tado, ciudad), con e l núme ro

 
(country, s tate ,  city),  unde r numbe r

 
4.    Que  la Entidad que  re pre se nto e s tá some tida a la supe rvis ión de  (Organo supe rvisor)

 
that the  ins titution I re pre se nt is  supe rvise d by (Supe rvis ion body)

 
e n virtud de  (normativa que  lo re gula)

 
unde r (gove rning rule s ).

 
5.    Que , de  acue rdo con los  Re gis tros  de  la Entidad que  re pre se nto, la re lación de  titulare s  adjunta a la pre se nte

ce rtificación, compre ns iva de l nombre  de  cada uno de  los  titulare s  no re s ide nte s , su país  de  re s ide ncia y e l
importe  de  los  corre spondie nte s  re ndimie ntos , e s  e xacta, y no incluye  pe rsonas  o Entidade s  re s ide nte s  e n
España o e n los  paíse s  o te rritorios  que  tie ne n e n España la cons ide ración de  paraíso fiscal de  acue rdo con las
normas  re glame ntarias  e n vigor.

 
T hat,  according to the  re cords  of the  Entity I re pre se nt,  the  lis t of be ne ficial owne rs  he re by attache d, including the  name s  of
all the  non-re s ide nt holde rs ,  the ir country of re s ide nce  and the  amounts  and the  re le vant amounts

 
1



 
is  accurate ,  and doe s  not include  pe rson(s ) or ins titution(s ) re s ide nt e ithe r in Spain or in tax have n countrie s  or te rritorie s  as
de fine d unde r Spanish applicable  re gulations .

 
Lo que  ce rtifico e n a de  de  20

 
I ce rtify the  above  in [location] on the  [day] of [month] of [ye ar]

 
RELACIÓN ADJUNT A A CUMPLIMENT AR:

 
T O BE AT T ACHED:

 
Ide ntificación de  los  valore s :

 
Ide ntification of the  se curitie s

 
Lis tado de  titulare s :

 
Lis t of be ne ficial owne rs :

 
Nombre /País  de  re s ide ncia/Importe  de  los  re ndimie ntos

 
Name /Country of re s ide nce /Amount of income
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EXHIBIT  III

 
[English trans lation provide d for informational purpose s  only]

 
Modelo de certificación para hacer efectiva la exclusión de retención a los sujetos pasivos del Impuesto sobre Sociedades y a los
establecimientos permanentes sujetos pasivos del Impuesto sobre la Renta de No Residentes

 
Ce rtificate  for application of the  e xe mption on withholding to Spanish corporate  income  taxpaye rs  and to pe rmane nt
e s tablishme nts  of non-re s ide nt income  taxpaye rs

 
(nombre ) (name )

 
(domicilio) (addre ss )

 
(T IN) (tax ide ntification numbe r)

 
(e n calidad de ),  e n nombre  y re pre se ntación de  la Entidad abajo se ñalada a los  e fe ctos  pre vis tos  e n e l artículo
59.s ) de l Re al De cre to 1777/2004,

 
(function),  in the  name  and on be half of the  Entity indicate d be low, for the  purpose s  of article  59.s ) of Royal De cre e

1777/2004,
 

CERT IFICO:
 

I CERT IFY:
 

1.    Que  e l nombre  o raz ón social de  la Entidad que  re pre se nto e s :
 

that the  name  of the  Entity I re pre se nt is :
 

2.    Que  su re s ide ncia fiscal e s  la s iguie nte :
 

that its  re s ide nce  for tax purpose s  is :
 

3.    Que  la Entidad que  re pre se nto e s tá inscrita e n e l Re gis tro de
 

that the  ins titution I re pre se nt is  re corde d in the  Re gis te r of
 

(pais ,  e s tado, ciudad), con e l núme ro
 

(country, s tate ,  city),  unde r numbe r
 

4.    Que  la Entidad que  re pre se nto e s tá some tida a la supe rvis ión de  (Organo supe rvisor)
 

that the  ins titution I re pre se nt is  supe rvise d by (Supe rvis ion body)
 

e n virtud de  (normativa que  lo re gula)
 

unde r (gove rning rule s ).
 

5.    Que , a travé s  de  la Entidad que  re pre se nto, los  titulare s  incluidos  e n la re lacion adjunta, suje tos  pas ivos  de l
Impue sto sobre  Socie dade s  y e s table cimie ntos  pe rmane nte s  e n España de  suje tos  pas ivos  de l Impue sto sobre
la Re nta de  no Re s ide nte s , son pe rce ptore s  de  los  re ndimie ntos  indicados .

 
T hat,  through the  Entity I re pre se nt,  the  lis t of holde rs  he re by attache d, are  Spanish Corporate  Income  T ax paye rs  and
pe rmane nt e s tablishme nts  in Spain of Non-Re s ide nt Income  T ax taxpaye rs ,  and are  re cipie nts  of the  re fe rre d income .
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6.    Que  la Entidad que  re pre se nto conse rva, a dispos ición de l e misor, fotocopia de  la tarje ta acre ditativa de l
núme ro de  ide ntificaciôn fiscal de  los  titulare s  incluidos  e n la re lación.

 
T hat the  Entity I re pre se nt ke e ps , at the  disposal of the  Is sue r,  a photocopy of the  card e vide ncing the  Fiscal Ide ntification
Numbe r of the  holde rs  include d in the  attache d lis t.

 
Lo que  ce rtifico e n a de  de  20

 
I ce rtify the  above  in [location] on the  [day] of [month] of [ye ar]

 
RELACION ADJUNT A:

 
T O BE AT T ACHED:

 
Ide ntificación de  los  valore s :

 
Ide ntification of the  se curitie s

 
Raz ón social/Domicilio/Núme ro de  ide ntificación fiscal/Núme ro de  valore s /Re ndimie ntos  brutos / Re te nción al [●]%

 
Name /Domicile /Fiscal Ide ntification Numbe r/Numbe r of se curitie s /Gross  income /Amount withhe ld at the  applicable  rate .
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T AX CERT IFICAT ION AND EXCHANGE AGENT ’S CONT ACT  INFORMAT ION

 
Via e mail:  info@acupaysys te m.com  
  
By pos t,  te le phone  or fax:  
  
IN LONDON: IN NEW YORK:
Acupay Sys te m LLC
Atte ntion:  Nina Santa-Maria
Firs t Floor
28 T hrogmorton Stre e t
London EC2N 2AN
Unite d Kingdom
T e l. 44-(0)-207-382-0340
Fax. 44-(0)-207-256-7571

Acupay Sys te m LLC
Atte ntion:  Sabrina Cruz
30 Broad Stre e t – 46th Floor
Ne w York, N.Y. 10004
USA
T e l. 1-212-422-1222
Fax. 1-212-422-0790
 

 
We bsite :  www.acupaysys te m.com/santande rpre fe rre d7
 
 
 
 
 
 
 
 
 


