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Dear shareholder,

During 2018, we have once again
been relentless in focusing on
earning the lasting loyalty of our
people, customers, shareholders
and communities. We have made
more of what we do Simple,
Personal and Fair. And we have
done all we can to fulfil our purpose
- to help people and businesses
prosper.

| want to start by thanking every
single one of the Santander team
for once again doing their very best,
and our Board for all their support
and guidance.

1.- Successful execution of
our strategy delivers Growth,
Profitability and Strength

The benefits of our strategy are now
clear: we have successfully delivered
on the targets we setin 2015,
generating growth, profitability and
financial strength.

First, growth. Very few European
banks have been able to grow their
revenues in the last three years, but
Santander has delivered a +7% CAGR
in revenues since year-end 2015,
excluding the impact of currency
depreciation. Customer revenues
have reached 46 billion euros in
2018, up from 37 billion euros in
2075 on a constant currency basis
and net fees have grown ata 10%
CAGR over the last three years.

We have done this in a sustainable
way, increasing our loyal individual
customer base by 43% to 18.1
million over the period; and

increasing our loyal SMEs and
corporates customer base by 66%

to 1.7 million. This has been driven
in large part by our digital and
commercial transformation. We now
have 32 million digital customers,
up from less than 17 million in
2015.

This strong Group performance is
thanks to the turnaround led by our
new teams over the plan period. For
example, in Braziland Mexico, our
focus on earning customer loyalty
has improved the RoTE from below
15% to 20%. We are now applying
the same approach in the US, where
we have spent the last three years
laying the right foundations for
future growth.

Our global businesses, which allow
our local banks to leverage the
Group's scale, have also powered our
progress. Santander Corporate and
Investment Banking can combine the
strengths, expertise and relationship
of our local banks with our Group's
global presence, achieving an
improved cost-to-income ratio close
to 40% and a RoRWA of 1.8%. Our
new Wealth Management division
has grown underlying attributable
profit by 17% and reached a RoTE of
77% (excluding excess capital) in its
first year of operations as a global
unit, demonstrating the value we
are able to generate when working
together. Combined, these two
global platforms represent around
22% of our profit.

Next, profitability. The Group
remains one of the most profitable
and efficient banks among its global
peers. Our attributable profit has



grown from 6.0 billion euros in 2015
to 7.8 billion euros in 2018. We have
anunderlying RoTE of 12.1%, an
improvement of +170 basis points
compared to 2015, and a best-in-
class cost-to-income ratio of 47.0%.

Finally, strength. Thanks to

this performance, we have

become stronger. Santander has
strengthened its capital significantly
- adding about 18 billion euros to its
Common Equity Tier T (CET1) ratio
fully loaded since 2015, taking it
from 10.1% to 11.3%, exceeding our
revised target of being above 11%.

We have done all this while
rewarding our shareholders' loyalty,
with clear targets since 2015

of improving per share metrics.
Total dividends from 2018 profitis
expected to be 23 euro cents per
share. Since 2015, cash dividend
per share has increased by 31% (up
to 0.20 euros per share), and total
dividend per share has increased

by 17%. When you look at the big
picture, we have created significant
shareholder value during the period,
increasing tangible book value per
share plus cumulative cash dividend
per share by +27% (+8% CAGR)

for the last three years, taking into
account the scrip dividend impact.
On a constant currency basis, the
increase was +41% (+12% CAGR) for
the same period.

Santander’'s market valuation is
among the best of our European
peers — and we have consistently
been in the top quartile in terms of
Total Shareholder Return over the
plan period.

2.- Strengthening our
foundations

Atthe same time, we have
implemented fundamental change
across our organization, which has
underpinned this performance. We
have strengthened and reinvigorated
our teams, both at headquarters
and in the countries. We have also
refreshed our governance and
embedded a new culture, all of
which bolstered the Group's solid
foundations.

We have made our teams and

our Board, at Group and in our

main markets, more diverse and
international. We have reinforced
our leadership teams at Group level
with high-calibre new hires for key
roles in Digital or Technology and
Operations, equipping our senior
management with more broadly
based global perspectives and
expertise. Since 2015, we have built
a top-class team leading our local
banks, with new Country Heads for
our top five markets.

Although Banco Santander leads the
Bloomberg Gender-Equality Index,
last year we issued guidelines to
ensure that building a diversified
workforce is a priority across the
Group. Ouraim is to have women

in 30% of leadership positions

by 2025. In addition, the Board
recognises the important benefits

of having an appropriately balanced
board composition. It has therefore
adopted the aim of achieving an
increased female representation on
the Board between the range of 40%
to 60%.

"The benefits of our
strategy are now clear:
we have successfully
delivered on the

targets we setin 2015,
generating growth,
profitability and financial
strength”

2015 2018
Loyal customers
o 138 19.9
Digital customers
) 166 32.0
Net fee income
(%) - "'1 0
2015 2018

Costofcredit (%) 1.25 1.12
Cost-to-income 48 47

(%)

FL CET1(%) 10.05 11.3
2015 2018

EPS (%) - 11.2

DPS (EUR) 020 0.23

RoTE (%) 10.0 11.7

Underlying 2018 RoTE 12.1%.
1.2018 figure relates to 2015 - 2018
average

CIB RoRWA
2015 (%) 1.5
2018 (%) 1.8
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"We have strengthened
and reinvigorated
our teams, both at
headquarters and

In the countries. We
have also refreshed
our governance and
embedded a new
culture, all of which
bolstered the Group's
solid foundations”

Scale

1 44 million customers
worldwide

Business model

1 00,000 of our people

interact with
customers each
day

Diversified

Contribution to underlying
attributable profit

52%

Europe

48%

Americas

v  «»Santander

While doing this, over the last
three years, we have embedded a
new culture. We want everything
to be done in a Simple, Personal
and Fair way, and we now measure
our performance at doing this.

The remuneration of our senior
team is now based on how they
achieve their goals, not simply
what they achieve. Underpinning
this, we have embedded eight
corporate behaviours that we
expect everyone to follow; a strong
common approach to risk (RiskPro);
and several programmes to ensure
that people have the confidence to
raise issues or concerns.

These improvements build on the
Group's strong foundations. We
have scale. We now serve 144
million customers worldwide

(up from 121 million in 2015),
representing a wide range of
income groups in developed and
emerging economies. Our markets
have a combined population of
one billion people — 200 million
of whom in Latin America are
"unbanked". We are one of the top
three banks in nine core countries
in Europe and the Americas.

This scale is integral to our
business model. 100,000 of our
people interact with customers
each day. With 13,000 branches
across our markets and the reach
of our digital banking offering, we
are able to leverage unprecedented
customer insight to create deep
and lasting relationships with
them.

In addition, we are diversified.

In 2018, 52% of our underlying
attributable profit came from
European markets and 48%

from the Americas, where the
potential for profitable growth is
significantly higher. Out of our 874
billion euros gross loans at end of
2018, 19% was in Latin America,
10% in US and 71% in Europe.

This diversification, together with
our scale and business model,
makes us more predictable:

we deliver consistent results
throughout the economic cycle,
generating superior value for our
shareholders. Compared with our
peers, who are some of the best
banks in the world, Santander

has had the lowest volatility in
earnings per share over the last 20
years, as well as over the past four
years, while we have continued to
increase our profitability.

This performance is also based on
prudentrisk management. Our
long-standing approach to risk

is now bolstered by our use of
the latest technology. Santander
Analytics has hired around 200
scientists from key technical
fields (mathematics, statistics,
engineering, data science), who
collaborate with global experts in
data analytics. We are introducing
cutting-edge techniques based on
artificial intelligence and machine
learning to support advanced risk
management.

All of this has helped to improve
our risk profile: the credit quality of
our portfolios has shown a positive



trend for over five years, both in
terms of non-performing loans
and cost of credit (now at pre-
crisis levels). We have also proven
our resilience in the 2018 ECB/
EBA stress test exercise, where
Santander was the bank with

the strongest capital generation
among its peers in the baseline
scenario, and had the least capital
depletion in the stress scenario.

3.- Our focus on improving
returns

This brings me to the issue of
capital. Over the last three years,
we have taken a number of
actions to bolster capital levels
and improve capital allocation

to enhance profitability as the
European banking sector continued
to face heightened capital
requirements.

In 2015, only 40% of our capital
was invested above the cost of
equity returns. Today about 90% is
yielding returns above that level.
In particular, the increase in our
profitability in Brazil, Mexico and
Spain has led to a significantly
improved RoTE ata Group level.
Additionally, we have made great
strides improving our overall
business in the US and today

most of our businesses there are
delivering returns above the cost of
equity, we have plans to continue
improving. The US as a country
delivered 7.6% RoTE in 2018

(with normalized 11.3% capital
level) and increased underlying
profits by 42% year on year (+74%
attributable profit).

Over the last three years, we

have focused on building the
foundations for growth at SBNA -
making leadership changes, fixing
regulatory issues, and enhancing
technology. These efforts are
starting to bear fruits in terms

of margin improvement and cost
containment, and we are confident
we will be able to generate value
from our US franchise, which will
accrue to the Group over the next
few years.

This improvement in our capital
allocation and profitability has
been combined with a very
disciplined approach to inorganic
growth over the last three years —
like the acquisition of the Deutsche
Bank retail franchise in Poland

or BANIF in Portugal — or on the
buyback of strategic businesses
like Santander Asset Management.
We have also had the discipline

to divest non-core assets such as
the Allfunds platform, Totalbank

in the US, Private Banking in

ltaly, and a reduction of our real
estate exposure in Spain by over
70% in 2018. The acquisition of
Banco Popular was the largest
transaction we undertook in the
last three years, making us Spain's
biggest bank and strengthening
our position in the strategic SMEs
segment of the market. This
acquisition was supplemented by
the quick disposal of 51% Popular's
real estate assets. It will deliver the
13% - 14% return on investment
we identified at the time of the
transaction.

"Over the last three
years, we have taken
a number of actions to
bolster capital levels
and improve capital
allocation to enhance
profitability”

RoTE 2018

Brazil 20%
Spain 1 1 %
UK 9%
SCF 16%
Mexico 20%
Chile 18%
us' 8%

SBNA'2 7%
SC USA' 21%
Portugal 1 2%
Poland 1 0%
Argentina 12 %

1. Adjusted RoTE for 11.30% CET1, otherwise
Santander US 4%, SC USA 13.3%
2. SBNA excluding US HoldCo

"We are confidentwe will
be able to generate value
from our US franchise,
which will accrue to the
Group over the next few
years"
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"This improvementin
our capital allocation
and profitability has
been combined with
a very disciplined
approach to inorganic
growth over the last 3
years”

Adjusted TNAVps+cash DPS
(Jan15-Dec18)

+33% (CAGR 7%)

Adjusted TNAVps+cash DPS
Excluding FX
(Jan15-Dec18)

+47% (CAGR 10%)

vi & Santander

On top of this approach to
acquisitions and disposals, we
have improved, and will continue
improving, our internal capital
allocation in the following ways.

First, we have established a target
minimum threshold return per
clientin our CIB business as well

as limiting the investment period.
As a result, we have improved our
RoRWA in this business from 1.5%
to 1.8% in 2018. We are now
implementing this methodology for
the next segment, middle market
corporates, in all our core countries,
combining financial discipline with
providing the best service to our
loyal customers.

Second, profitability and capital
allocation have greater weighting in
senior managers' remuneration, as
we have increased the weight of the
ROTE for the bonus pool calculation.

And finally, we continually examine
our balance sheet to identify non-
core assets for disposal, such as real
estate (including our own), equity
stakes we hold in companies, or
non-core IT assets.

By improving our core profitability
to generate a RoTE between
13-15% in the next few years
(depending on where interest
rates end up) and using capital
more efficiently, we will be able to
generate more capital that can be
used to re-invest in high growth
profitable businesses, pay more
dividends and, if necessary, increase
capital buffers.

4.- A digital Santander

To continue growing in a
sustainable and profitable way
and to accelerate execution, we
will remain focused on our digital
transformation.

First, the transformation of our
core banks ("supertankers”). Every
product and service we offer today
to our customers can, and should
be delivered digitally. And, in
parallel, we must deliver a more
efficient and better service.

The digitisation of our core banks is
already delivering revenue growth
and continuous improvement

of our cost-to-income ratio. The
acceleration of our transformation
will power the virtuous circle

of success — as offering a better
service to our customers should
increase their engagement with

us, thereby increasing their loyalty,
consequently growing our revenue.

Second, we are changing our
organization to increase speed of
execution and bring the benefits
of the Group to a broader set of
customers — small and medium
sized companies and merchants.
During the first quarter of 2019,
we are launching two new global
platforms, Global Trade Services
and Global Merchant Services,
which will report to our Brazil

and Mexican CEOs and will be
supported by Group teams. This
will further leverage our scale
across the Group - just as we have
successfully done with our CIB and
Wealth Management businesses.
These new digital platforms



are flexible, offering Santander
customers — and non-customers
—an ecosystem of services, and an
improved customer experience at

a lower price. We will give further
details on them at our Investor Day.

While we future-proof our
"supertankers” and build Group-
wide platforms, we are also
creating "speedboats”. These

new ventures can compete in -
and disrupt — markets that our
"supertankers” cannot easily enter;
they can service customers in our
core banks; and they can also grow
faster as autonomous businesses.

Openbank is a good example.
Based in Spain, itis now the

single largest fully digital bank

in Europe in terms of balance

sheet and deposits, and one of

the few to provide the full array of
banking products to individuals.
With around 8.3 billion euros in
customer deposits (up 1.3 billion
euros since last year), it has grown
its mortgages 370% in the last year
and primary — loyal — customers by
571% in just two years. Openbank

is also the testing ground for our
future technology platform, as well
as otherideas and initiatives which
are shared across the Group.

Then there's OnePay FX, one of the
first applications of blockchain-
based technology to operate at
scale anywhere in the world. It
allows customers in the UK, Spain,
Brazil and Poland to transfer funds
more quickly and transparently
than ever before. Meanwhile, in

Latin American there's Superdigital.
Providing basic banking services,
itis focused mainly on the
unbanked population as a low-cost
alternative to traditional banking.
Its active customer base has grown
70% since 2016 and it has already
reached breakeven with T million
euros in EBITDA.

Building global digital platforms is
critical if we want our customers to
see Santander as "my bank”, a bank
that understands their individual
needs and offers them the products
and services they want, whenever
and wherever they want them. The
goalis notonly to serve our current
customers better and attract new
ones, but also to attract third
parties to Santander's platforms,

to build a network, boosting
innovation and making it quicker to
bring new products and services to
the market. Better still, thanks to
our shared services and common
infrastructure across the world, we
can change the rules of the game in
markets where we were previously
sub-scale, such as the US.

We are developing a culture of
experimentation. We are willing
to try promising ideas, accepting
that some might not work; and we
are ensuring that when they don't,
we stop investing. Importantly,
"speedboats” and "supertankers”
work independently, but far from
‘cannibalizing” each other, by
sharing their knowledge and
capabilities are accelerating our
transformation, boosting our
growth.

"To continue growing
In a sustainable and
profitable way and to
accelerate execution,
we will remain
focused on our digital
transformation”

Openbank©=

& | One Pay-.

& superdigital
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"Doing the basics
brilliantly is essential

— butitis no longer
enough. We need to
show how our business
s delivering profit with
a purpose”

tuio

FINANZAS DETU A TU

PROSPERA=

Santander Microcrédito

273 ,000 microentepreneurs

supported in 2018
by Santander

Vil & Santander

5.- Amore responsible
Santander

Digital technology has given
customers more power and choice
than ever before. They don'tjust
expect us to deliver a great service
ata great price, but want us to use
our role and position in the market
to help address wider challenges
that society faces. Santander has
always strived to do this, but now it
is even more important that we are
responsible in all we do. Doing the
basics brilliantly is essential — butitis
no longer enough. We need to show
how our business is delivering profit
with a purpose. All our stakeholders —
our people, customers, shareholders
and communities — expect no less.

To achieve this, we have begun to
embed new governance across the
Group, including during 2018 the
creation of the new Responsible
Banking, Sustainability and Culture
Committee of the Board, to ensure
that wherever we operate, our senior
managementis focused on the need
to be responsible in all we do and on
the challenges we face.

First, there is the challenge of

the new business environment.
Regulators, governments and society
as awhole are placing increasing
demands on how businesses are
run, beyond compliance. So we must
ensure we have the right culture,
skills, governance and business
practices. The second challenge is

to supportinclusive and sustainable
growth —especially in a world where
there is a rising sense of inequality,
and a growing recognition of the

urgent need to tackle climate change.
We can address these challenges

in a number of ways — such as our
Universities programme, our financial
empowerment initiatives or the
financing we provide to renewables,
which are just some examples of
what we are doing.

The strength of our performance
overallis born out by Santander being
ranked third in the world among
banks —and number one in Europe -
in the Dow Jones Sustainability Index.
Behind that achievement are stories
of how, each day, we are helping to
improve people’s lives.

Let me take you to Santiago
Tianguistenco in Mexico. There, | met
some women who told me that,

in the past, banks had told them
their businesses were too small

for them to open an account. Now,
thanks to Santander's Tuiio financial
empowerment programme, they
can grow their family businesses.
The micro-loans we offer are small,
and the defaultrate is extremely
low. The loan is provided to a group
of women, to finance their various
businesses. One woman told me she
now saves four hours every day, as
she no longer has to go to Mexico City
to collect payments from customers.
She showed me her Santander
credit card, her first ever, which she
proudly displayed as a sign of her
entrepreneurial status. These women
- many are women — were grateful
thata bank had taken an interestin
them.

Now let's go south, to Sao Mateus
justoutside of Sao Paulo, Brazil,



where | visited the Santander

branch on Avenida Mateo Bei.
Through Santander Prospera we
offer microcredit and other financial
services to those on very low
incomes. Half of our clients are below
the poverty line and our subsidized
low-interest rates loans can be for as
little R$700 up to R$13,000 (around
20 to 3,000 euros).

Digital technology is allowing us

to help more people. For example,
via Prospera, one year ago it took

us 10 days to approve a loan: now
itonly takes us 10 seconds. In one
year, we have helped 100,000
customers — the same as we have
helped in the previous 10 years. As
we help transform people’s lives,
we are building a new business with
tremendous potential. The scale

of the unbanked and underserved
population in markets such as Brazil
or Mexico will contribute to our
growth, delivering shareholder value
by creating profit while fulfilling our
purpose as a bank.

Alongside this, we obviously bank
large multinationals and corporates.
As a leader in project finance, our
loans help these businesses benefit
society by, for example, building the
largest solar power plantin Latin
America. We have been recognized
as the leading bank in the world by
number of renewable energy projects
financed.

This is responsible banking in
action - helping people to realise
their dreams and to create new jobs
and new opportunities, sharing

the benefits of economic growth.
While we're proud of what we

have achieved, we're certainly not
complacent. We have plans to do
more in the years ahead to deliver
profit with a purpose: supporting
more small businesses to create jobs;
helping more people access finance;
providing more finance for the low
carbon economy; widening access to
education; and fostering sustainable
consumption.

6.- Looking ahead

Like all businesses, we operate

in a volatile global economy. In
many of our markets there is
increasing political uncertainty.
And all this is against a backdrop of
tough supervisory and regulatory
requirements, especially in Europe.

While the global economic
expansion is weakening as a

result of the resurgence of trade
tensions, the growth prospects

for the world economy in 2019
continue to be reasonably positive,
particularly in the main markets

in which we operate. Specifically,
the IMF forecasts that Spain, at
2.2%, will continue to exhibit the
highest growth rate of the major
European Union economies; that the
United Kingdom, despite Brexit, will
maintain a growth rate of 1.5%; that
Brazil's growth will accelerate from
lastyear to 2.5%; and that Mexico
will grow at 2.7%.

Against this backdrop, banking
activity should grow thanks to
changing demography, and more
people using more financial services.

"While the global
economic expansion is
weakening as a result
of the resurgence of
trade tensions, the
growth prospects for
the world economy in
20719 continue to be
reasonably positive,
particularly in the main
markets in which we
operate”
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"Santander’'s aim as a
bank is to be the best
open financial services
platform by acting
responsibly and earning
the lasting loyalty of
our people, customers,
shareholders and
communities. We shall
achieve this by being
Simple, Personal and
Fairin all we do”

Our medium term targets

RoTE 13% -15%
CET1 11% -12%

x & Santander

Countries' GDP grows faster when
the proportion of people who are

in their late 20s and early 30s
expands rapidly — as people in

these age segments are in their
most productive years, both in
terms of earning and spending. This
happened in the US with the "baby
boomers”, and in Spain over the last
30 years. We are now seeing this
trend in Latin America where the
median age is the late 20s and early
30s —and there are 400 million
people living in the markets in which
we operate.

As a result, Brazil — where we

are one of the top three privately
owned banks, with 42.7 million
customers - is projected by PwC to
become the 5th largest economy in
the world by 2050. Mexico, where
we are also one of the top three
banks, will become the world's 7th
largest economy. Argentina, despite
its current economic difficulties, is
expected to grow into a $2.4 trillion
economy. In the medium term, we
expect the Latin America economy
to grow between 3-4% as per its
GDP potential. On top of this, the
growth in digital will spread banking
in Latin America, with more digital
customers who are more loyal,

use more products and services,
contributing to our revenue growth.

As mentioned, we anticipate
growth this year will not be as
strong in more mature economies.
Santander can counterbalance

this thanks to recentacquisitions

in Spain, Portugal and Poland - a
country with 38 million people and
high growth potential — and the

continuing commercial turnaround
of our businesses in the US. In the
UK, where we have weathered
uncertainties in the past, we are
confident we are ready to do so once
again. Finally, elsewhere in Europe,
Santander Consumer Finance will
maintain its solid progress and best
in class profitability. And the United
States remains the largest and most
attractive banking marketin the
world, with attractive margins, scale
and growth.

All this should allow us to keep
delivering on our plans as we have
done for the last strategic cycle
(2015-2018), growing our revenues
and our earnings per share while
achieving our medium term targets
ofaRoTEof 13% - 15% and a CETT
Fully Loaded of 11% - 12%.

I am confident we can do this
because we have scale, 144 million
customers in 10 large markets,
local leadership positions, and

a proven business model that
creates unigue and deep personal
relationships with our customers.
And because, coupled with our
diversification across developed and
developing markets and Europe and
the Americas, these deliver more
predictable and profitable growth.

In April we will set out our plan

for the next few years. The basics
of the strategy will not change

- we will continue to follow the
same approach that has delivered
success over the past three years: a
relentless focus on loyalty.



But as we look to the future, we
need to reflect our approach to
responsible banking and digital
technology in our bank’s global aim.
Therefore, from now on, Santander’s
aim as a bank is to be the best open
financial services platform by acting
responsibly and earning the lasting
loyalty of our people, customers,
shareholders and communities. We
shall achieve this by being Simple,
Personal and Fair in all we do. By

doing this, we will fulfill our purpose.

' would like to end as | started:

by thanking the Santander team

for the commitment, energy and
dedication everyone has shown over
the last few years. We have shown
we can rise to the challenges we
face by going the extra mile for our
customers, and that we have whatis
required for Santander to succeed in
the future. Again, thank you also to
our outstanding Board of Directors
for their support and counsel.

| am confident that together we

will continue to progress and we
will achieve our goals for the next
years. Our success since 2015 shows
we have all we need to help more
people and businesses prosper.

L 4

ZZ2,

Ana Botin
Group Executive Chairman

Xl
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Message from Jose Antonio Alvarez
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The global economy generally
remained dynamic and solid in
2018. The sustained growth in
mature economies, particularly
the United States, offset the
turbulence in some developing
countries.

The trade tensions from
protectionist threats, despite

the agreement reached in the
renegotiation of NAFTA, and

the tightening of US monetary
policy, with interest rate hikes,
contributed to the greater
uncertainty and triggered varying
degrees of tensions, especially
in developing markets such as
Turkey, Argentina and, to a lesser
extent, Brazil, which was also
affected by general elections.

Other factors such as the lack
of agreementin the Brexit
negotiations and the shaping of
Italy's fiscal policy also weighed
on the markets.

Therefore, and in my opinion,

the instability that characterised
the markets' behaviour this year
was “cyclical”, quite apart from
the “structural” situation in 201T,
when the European economies
were in recession.

As well as this macroeconomic
context, there are challenges
facing the international
financial sector. Thanks to the
transformation of our Bank
over the last few years, we are
well placed to manage these
challenges proactively and
responsibly.

The factors that had the most
impact on our business were:

1. In the first place, the sector's
need to digitalise its business
in order to improve customer
service, adapt to the multi-
channel demands, particularly
from younger generations,
and boost productivity and
transactional levels. This
implies building a bank aligned
with the challenges of the
future.

At the moment, the investments
in digitalisation and to improve
cybersecurity, as well as anti-
fraud policies, inevitably entail
higher technology costs. This

IS exerting more pressure on
the financial sector's short-
term profitability, particularly

in an environment of very low
interest rates in some markets.

2. On the other hand, competition
is much stiffer as a result of the
entry of the so-called fintechs
in providing some financial
services. These companies enjoy
some advantages, particularly
in terms of costs (they do not
have branches and do not have
to renew outdated technology),
and in the products and markets
where they operate, as they
focus on the most profitable
ones and do not provide the
universal service that we do.

We need to end asymmetric
regulations, as banks, on the
one hand, and digital platforms
and start-ups, on the other,



are not competing on a level
playing field, whetherin
terms of capital requirements,
compliance or use of data.

We are notan IT company, but
itis our duty to use the best
technology and look for the
best possible solutions for the
real financial challenges of our
customers, providing them
exactly with what they need.

. While greater regulation
over the last years helped

to make the financial sector
more solvent, especially in
terms of capital, liquidity
and governance, it should
be streamlined in order to
avoid excessive bureaucracy
and asymmetries with other
countries, such as the United
States, whose regulation is
more flexible.

. Lastly, we need to progress

in building a single banking
market in Europe, with a single
deposit guarantee fund, that
does not restrict the movement
of liquidity between countries,
harmonises supervisory
standards and practices with
customers and creates a

level playing field for entities
throughout the Banking Union.
Completing this Banking Union
and building a single market
would allow the financial
sector to develop substantial
economies of scale as in the US,
improving the quality of service
and costs and so profitability.

In addition, we should not forget
that the financial sector has to
increasingly assume a more
committed role with society,
fostering the idea of Responsible
banking and financial inclusion
of the least bankarised sectors.
Santander is a pioneerin this
matter, as our main purpose is
to help people and businesses
prosper in the countries where
we operate, in a way that we call
"Simple, Personal and Fair".

The Group's evolution in
2018

Results

The Group generated an
attributable profit of EUR 7,810
million, 18% more in euros than
in 2077 and 32% in constant
euros, largely because of the
depreciation of the Brazilian real

and the Argentine peso. Moreover,

these results were hit by non-
recurring charges, mainly related
to integration processes in Spain,

Portugal and the Corporate Centre.

Underlying profit (before capital
gains and provisions) was EUR
8,064 million, increasing in their

respective currencies in 7 of the 10
core markets. Of note were the US,
Brazil, Spain, Mexico and Portugal,

which registered double-digit
growth.

As regards gross income, net

interest income rose 9%, thanks

to management of spreads and
higher volumes of loans and
deposits, chiefly in developing
countries which, overall,
recorded double-digit growth.

"The Group is well
placed to face the
new challenges of the
iInternational financial
sector”

Growth

Attributable profit

EUR 7,810 Mn
+32%

Revenue

EUR 48,424 Mn
+9%

All changes in the highlights of these
pages exclude the exchange rate impact,
unless otherwise indicated.
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Sharp growth in net interest
income and fee income

©

Flat costs in real terms

il

Good performance of the credit
quality ratios

Strength
Fully loaded CET1

11.30%
+46 bps

TNAV

4.19 euros
EUR +0.04

“Loans and funds
increased in 8 of our
core units”

xiv & Santander

Fee income (+9%) also grew,
reflecting greater activity and
customer loyalty, as well as the
growth strategy in services and
high value-added products and
in areas of low consumption of
capital. Fee income increased in
Retail Banking and particularly in
Wealth Management business.

Operating expenses were 7%
higher because of inflation in
some countries, investments in
transformation and digitalisation,
greater costs in global projects
and the perimeter impact. The
synergies and optimisation
plans are already beginning

to bear fruit in some countries
such as Spain, Portugal and the
United States and will continue
to increase over time. All of this
was achieved while maintaining
the Bank's commitment to the
quality of customer service.

In risks, credit quality performed
well. The NPL ratio and the cost
of creditin the last 12 months
improved, and coverage remained
high.

As regards non-credit risks, |
would like to point out that unlike
other agents entering the financial
sector, Santander, as one of the
world's strongest and most solid
banks, guarantees data protection
and customers' savings.

Cyberrisks, for example, are
increasingly global and can affect
both our professional and personal
lives. In this sense, the Bank's
experience and investments

in systems and in training its
employees are our greatest
strengths when it comes to
protection from cyberthreats.

Balance sheet

Lending continued to be well
balanced between individuals
(62%, including mortgages and
consumer credit), SMEs and
companies (27%) and large
companies (11%). Eight of the 10
core units increased their lending,
notably the developing countries
(*140/0).

Almost all units increased
customer funds. The largestrises
were in Argentina (+51%), Poland
(+32%), Brazil (+15%) and Chile
(+8%).

Regarding solvency, we again
generated capital and reached
our targets (FL CET1 of more
than 11%). Our capital position
was recognised by the European
Banking Authority's stress test
exercise, in which we again
achieved excellent results. We
are the bank with the least capital
destroyed among our peers in an
adverse scenario.

In liquidity, the Bank comfortably
meets the regulatory ratios.

Our strategy reflects prudent
management as regards funding
sources, wide diversification in
terms of wholesale issues and a
high proportion of liquid assets.



Profitability

We ended 2078 with one of the
best RoTE among our peers, and a
RoRWA well above thatin 2017,
partly due to measures to reduce
the consumption of capital of our
risk-weighted assets. In terms of
creating shareholder value, the
growth in TNAV together with

the dividend per share in cash
increased 8%.

This good performance of

the Bank's main metrics did

not feed through completely

to the share price, due to
external factors that hit the
Eurozone and UK stock markets.
Nevertheless, | am optimistic
about future performance, as
reflected in the reports of the
main analyst units. We are one
of the large international banks
with the greatest number of buy
recommendations.

Evolution of the Group's
business units in 2018

All of this explains the consistent
improvement we made during
the year in profit terms and in the
main metrics in almost all the
countries where we do business.

Before looking in detail at the
main trends of the business units,
[ would like to recall some key
aspects of the Group's strategy.

The first pointis our business
model through which the Bank's
more than 100,000 professionals
are in daily contact with our

customers, via an extensive branch
network and a unique relationship
model, tailored to meet the
different needs.

The second is our commitment

to geographic diversification,
which is balanced between mature
and developing markets and has
proved to be vital in generating
recurring and foreseeable results.

The third is our leadership
position in most of the countries
where we operate, enabling us to
capture economies of scale and
be the benchmark in the main
markets.

[n this environment:

Spain

We completed the legal integration
of Banco Popular and began to
integrate the branch network.

We are taking advantage of
Popular's strong position in SMEs
to strengthen our market share in
this segment while reducing its
portfolio of real estate assets and
the cost of deposits that have come
from Banco Popular.

In addition, we continued

our digitalisation strategy,
strengthening our position in
mobile payments while showing
a good commercial dynamic in
insurance, turnover of cards and
SME loans. We remained the
leader in large companies and
private banking.

&

Profitability
RoTE

11.7%
+129 bps

RoRWA

1.55%
+20 bps

"Our geographic
diversification has
proved to be vital in
generating recurring
and foreseeable
results”

O

Evolution of the business units
in2018

Spain
Underlying profit

EUR 1,738 Mn
(+21%)

XV
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Evolution of the business units
in2018

SCF
Underlying profit

EUR 1,296 Mn
(+4%)

Portugal
Underlying profit

EUR 480 Mn
(+10%)

Poland
Underlying profit

EUR 298 Mn
(-1%)

United Kingdom
Underlying profit

EUR 1,362 Mn
(-8%)

xvi & Santander

These measures were reflected in
the good performance of results:
profit grew at double-digit rates,
driven by customer revenue, gains
on financial transactions and
enhanced efficiency.

Santander Consumer Finance

SCF remained the leader in the
European consumer finance
market, with a business

model based on geographic
diversification, efficiency, and risk
and recovery systems, enabling us
to maintain NPL ratios and cost of
credit at historic lows.

We advanced in optimising,
transforming and digitalising

the area. This enabled us to
increase business in almost all
countries, maintain a high level of
profitability and increase profit for
the ninth year running.

Portugal

The integration of Popular's
business was completed in

the fourth quarter of 2018.

This process has enabled us to
strengthen our position as the
country's largest privately owned
bank by assets and loans in
domestic business.

We strengthened our business
with companies, boosted customer
loyalty and continued to transform
the commercial model, now under
the Santander brand. All of this

is reflected in the good evolution
of profits, thanks to net interest
income and provisions and the cost
of credit at very low levels.

Poland

In Poland, which is growing at
one of the fastest rates in Europe,
we completed the acquisition of
the retail and SME businesses
from Deutsche Bank Polska,
strengthening our position as
one of the country's main banks.
Also, Bank Zachodni adopted the
Santander brand and modernised
its branch network.

We maintained our leadership

in digital banking, launching
new apps and platforms and
consolidating business growth at
double-digit rates.

Good evolution of profit spurred by
customer revenue.

United Kingdom

The UK economy saw moderate
growth, uncertainty over Brexit
and greater competition. In this
context, the Bank worked to

fully install the new ring-fence
infrastructure that separates retail
from wholesale banking and with
minimal disruption to customers.

Our strategic priorities continued
to focus on customer loyalty and
digital and operational excellence.
We are number one in service
quality.

Profit was impacted by
competitive pressure on revenue
and on costs by regulatory and
strategic projects and digital
transformation.



United States

The United States is in a phase of
the cycle ahead of other mature
economies, with strong growth,
a historically low unemployment
rate and controlled inflation.

In this environment, 20178 was a
greatyear for our franchise, clearly
reflecting the efforts made in
previous years in transformation,
regulatory compliance and
optimising the capital structure.

SH USA passed the Federal
Reserve's stress tests and received
no objections to its capital plan,
enabling it to normalise its
dividend payment policy.

We improved the trend in volumes
and turned around profits, which
increased more than 40% in a
favourable environment for banks
following the rise in interest rates
and the tax reform. [ am optimistic
we will continue to improve
profitability.

Latin America, a region with
higher economic growth
potential, larger rises in business
volumes and high bankarisation
opportunities, experienced bouts
of instability, due to elections

in Mexico and Brazil and the
depreciation of some currencies
that affected the Group's results.

In this environment:
Brazil

Brazil enjoyed an excellent
year, thanks to the increasing
strength of our franchise, a
strategy focused on improving

the customer experience and
satisfaction (we are the leader

in service quality) and the good
performance of volumes: lending
and funds continued to grow at
double-digit rates.

In results, the performance was
clearly different from that of our
competitors. We reduced the gap

in profitability due to the good
evolution of netinterestincome and
fee income. We reached the best
level of efficiency in the last five
years and the cost of credit was the
lowest in seven.

In less than four years, despite
the deep recession of the country,
the Bank doubled its profit and
increased its return on capital
from 12% to 20%. There is still
the potential to improve our
positioning.

Mexico

In Mexico, a country with

strong growth potential, we
continued to strengthen our
distribution capacity by investing
in technological and digital
developments and transforming
the branch network.

We launched many products

and apps in order to meet each
segment's needs. This produced a
significantrise in loyal and digital
customers and solid growth in
business volumes.

Profit grew at double-digit rates,
driven by the good evolution of
customer revenue and the lower
cost of credit.

O

Evolution of the business units
in2018

United States
Underlying profit

EUR 552 Mn
(+42%)

Brazil
Underlying profit

EUR 2,605 Mn
(+22%)

Mexico
Underlying profit

EUR 760 Mn
(+14%)

"Our leading position
In Most countries is
enabling us to capture
economies of scale and
be the benchmark in
the main markets”

Xvil
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Evolution of the business units
in 2018

Chile
Underlying profit

EUR 614 Mn
(+8%)

Argentina
Underlying profit

EUR 84 Mn
(-54%)

SCIB
Underlying profit

EUR 1,705 Mn
(+8%)

WM
Underlying profit

EUR 528 Mn
(+17%)

xvii & Santander

Chile

Chile remained focused on
transforming the commercial
network with more openings of
Work Cafés (a model we have
replicated in other countries)

and the launch of a new branch
formatin the fourth quarter. We
also extended the range of our
specialised products such as One
Pay for companies and Santander
Life and Life 2.0, which offers a
new kind of relationship between
the Bank and our customers.

In @ more dynamic economic
environment, we accelerated
growth in business with large
companies and SMEs. Attributable
profit was higher, driven by the
good performance of customer
revenue.

Argentina

Macroeconomic instability led
the country to renegotiate its
agreement with the IMF, thereby
covering the financing needs

for 2018-2019. The economic
programme was revamped,
focusing on correcting the fiscal
deficitand inflation in order to
stabilise the economy.

In a complicated environment,
Santander Rio's business and
customer revenue performed
well, and we made progress in

the digital transformation. We
continued to be the sector's leader.

But this was not reflected in the
Bank's profit as it was hit by the
peso's sharp depreciation and the
adjustment from high inflation.

The units in Uruguay and Peru
recorded a strong growth in
profits, spurred by the rise in
total income and the commercial
transformation process.

Global Segments

Santander Corporate &
Investment Banking, our
wholesale banking business,
focused on improving profitability
and on the efficient use of capital.
We maintained our leadership
position in Latin America and
Europe, developed the franchises
in the UK and the US, and
strengthened integration with
the retail networks. Profit was 8%
higher.

We created the Wealth
Management division, which
integrates the businesses

of private banking and asset
management, at the end of 2017.
In 2018 we strengthened our offer
to customers in both businesses
in order for them to be more
global, coordinated and based

on the specific needs of each
client. The total contribution to
the Group's profit was EUR 1,015
million (including the fee income
generated by this business), 13%
more thanin 2017. RoRWA was
12.1%.

In 2019 the insurance business
will be included in Santander
Wealth Management unit,
which will increase the unit's
contribution to the Group and its
global synergies.



Our objectives

The focus in 2019 in the Eurozone
countries where we operate will
be on generating further synergies
in the ongoing integration
processes and gaining market
share, in order to offset the
expected low interest rates and
slower economic growth.

In the UK, and in an environment
with some uncertainties, our

aim is to become the best open
digital bank, in order to offer
operational excellence, maximise
efficiency and improve customer
satisfaction.

Santander's managementin
the United States will focus on
continuing to boost profitability,
drive growth in customers and
business volumes and enhance
efficiency.

Lastly, in Latin America we want
to take advantage of the greater
growth potential to improve our
distribution networks, while
continuing to develop our growth
and customer loyalty strategy

At the Group level, as the
Chairman has explained in her
message, we met the targets we
set three years ago in customer
loyalty and digitalisation, results,
profitability, capital and evolution
of the dividend. This places us in
the best starting point for attaining
the new medium term goals,
which will be announced at the
next Investor Day.

We are now in a position to
advance toward our main goals:

1. As regards solvency, we are
looking ata FL CETT1 ratio of
between 11% and 12%, a range
we believe is comfortable,
notonly in order to face
unforeseen risks, but also in
terms of flexibility so as to
take advantage of new growth
opportunities. With this in mind,
we are working on a capital-
light model.

2. In terms of profitability, our
aim is a RoTE of more than 13%,
although our efforts are focused
on reaching 15%. There are two
main drivers to achieve this:

» Foster cooperation via
countries and business
units, working transversatlly,
sharing initiatives and
developing common
platforms. This will enable
us to give the best value
offer for our customers and
generate more revenue.

« Second, improve efficiency.
I am convinced that the
digitalisation of our
traditional banks will help
us to cut operating costs
associated with launching
new products. Moreover, we
are building global processes
that generate significant
savings and centralising,
also at the global level,
the negotiation of our
technological infrastructure
and operation of services.

Mid-term targets

RoTE

13% - 15%

FL CET1

11% - 12%

XIX
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"Ouremployees are
the key to our excellent
results, and thanks

to their engagement,
dedication, passion and
effort we continue to
get better every day”

xx & Santander

The beginning of this phase

is a new challenge for

all of us, and as with the
previous Strategic Plan,

we will continue to work

to achieve our profitability,
efficiency and value creation
targets in accordance with
the market's demand and

our shareholders, that are
sustainable over time, while
we build the best open digital
financial services platform for
our customers, shareholders,
society and our employees.

I will end with some words
on our employees. All of
them are the key to our
excellent results, and

thanks to their engagement,
dedication, passion and effort
we continue to get better
every day.

José Antonio Alvarez

Vice chairman and
Chief executive officer



2018 Annual Report

Strategic overview

& Santander



GRORGRAN-LEON

Our success is based on a clear purpose, aim and approach
to business. We are building a more responsible bank

tra fo

orma
“er las cosas
10 PenNsamos y actuamos,
trabajamos cada dia,
llevamos a cabo

tra mision.

@ S

Our - Our aim Our
purpose as a bank how

To help people To be Fhe bes.topen Everything we
and businesses financial services platform, do should be

by acting responsibly and w Simple, Personal
earning the lasting loyalty i and Fair.

prosper.

of our people, customers,
shareholders and
communities.

A more responsible bank

xxil «»Santander



We want to help people and businesses prosper in a Simple,
Personal and Fair way, to earn the lasting loyalty of our
people, customers, shareholders and communities

» In our day-to-day business, we do not
simply meet our legal and regulatory
requirements, but we aspire to exceed
people’s expectations by being Simple,
Personal and Fairin all we do.

» We focus on areas where, as a Group,
our activity can have a major impact
by helping more people and businesses
prosperin an inclusive and sustainable way.

XX
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GRORGRAN-LEON

By focusing on loyalty, we have met the financial targets
we setin 2015. We have consistently delivered growth,
profitability and balance sheet strength

M,
il

]
(-
 m— |

Growth

Loyal customers
19.9 mn (+44%)

Customer revenues
EUR 45.8 bn (+24%)"

Profitability
RoTE
11.7% (+177 bps)

Cost-to-income
47% (-61 bps)

Strength

Fully loaded CET1
11.30% (+125 bps)

NPL ratio
3.73% (-63 bps)

2075 vs. 2018

xxv_ & Santander

Number of core markets where the
Bank is among the top 3 best banks
to work for

Loyal customers (mn)

Digital customers (mn)

Fee income (%)?

Cost of credit (%)

Cost-to-income (%)

Growth in earnings per share (%)
Dividend per share (EUR)

Fully loaded CET1 (%)

ROTE (%)°

Scholarships and grants (thousand)

People supported in our
communities (mn)

1. Constant euros.

2015

13.8

16.6

1.25

48

0.20

10.05

10.0

35

1.2

2018

19.9

32.0

1.12°

47

0.23*

11.30°

1557

6.3"

2. % change (constant euros), 2018 figure relates to 2015-2018 CAGR.

3. 2018 figure relates to 2015-2018 average.

4. Total dividend charged to 2018 earnings is subject to approval by the 2019 AGM.
5.2018 data applying the IFRS9 transitional arrangements.

6. Underlying 2015 RoTE: 11.0%. Underlying 2078 RoTE 12.1%.

7. Refers to cumulative activity in 2016-2018. The Bank has devised a corporate
methodology reviewed by an external auditor to consistently keep track of people
who have benefited from our social programmes, services and products.

Note: 2015 metrics have been re-stated to reflect the capital increase of July 2017.



By building loyalty, and acting responsibly, we generate value

for all our stakeholders

202,713
employees

more motivated
and engaged

[I ( employees...
‘ i'-*__. R Communltles

million people
supported’

resulting in higher
investmentin the
community...

Customers
144
million

make our customers

more satisfied
and loyal...

Shareholders
4.1
million

driving profitability
and sustainable
growth...

XXV
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People ‘ 202,713 employees

We want to be among the top three banks to work for in

most of our core markets and we have already achieved this

in seven of them

A strong corporate culture is key to having professionals who are engaged

and motivated.

91dodd - sjuswaaaiyde ueid tedh ¢

xxvi «» Santander



Team engagement Proud to work for Santander Motivated to go
beyond their formal job
responsibilities

86%

+7pp +4pp +7pp

Simple, Personal, Fair Diversity Evaluation and remuneration
% 500 | 55% y
@ 83 (0] (Qng) (0] Vv 60 A)whatwedo
Of employees feel Of the total workforce (0]
motivated to contribute are women 40 /0 how we do it
to building a bank that
15 Smp[e, Personal Rewarding people for
and Fair doing thingsin a Simple,
Personal and Fair way

1.2015vs. 2018.
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Customers | 144 million

We want to be the best retail and commercial bank for our
customers

The number of loyal and digital customers has grown, along with customer
satisfaction, generating more revenue.
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More loyal customers

» Growth in loyal customers (mn) » Loyal customers generate:
13.8 ol Higher returns X3 4
2015 : (1) b Revenue per customer (EUR)"
+44%

2018 19.9 A Lower churn _66%

Attrition rate

More digital customers

» Growth in digital customers (mn) » Digital sales as % of total sales

2015 16.6 2015
X2

X2

More satisfaction and revenues

* TOp 3 bank £ | Feeincome
X | EURT11.5bn
in 7 core countries
for customer +31 %
satisfaction? In constant EUR (2015-2018)

1. Individuals and SMEs in retail franchises.
2. Source: customer satisfaction study (customers and non-customers) audited by Stiga / Conento.
3. Netinterestincome + fee income.

% Customer revenues?
EUR 45.8 bn
+24%

In constant EUR (2015-2018)

XXIX
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Shareholders| 4.1 million

We want to remain leaders in profitability and efficiency

We have delivered higher shareholder returns while strengthening our capital base.
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More profitable and efficient

» RoTE" (%) » RoORWA (%) @ Best-in-class efficiency

+171 bps

(47% vs. ~65% peer average)

+35 bps

One of the most profitable
10.0 11.7 1.20 banks in Europe

(ROTE 186 bps above peer average)

2015 2018 2015 2018

Higher returns for our shareholders

» Growing TNAVPS + Cash DPS by 27%? in 2015-2018 period » Statutory earnings per share (EPS)

(EUR)

2015 4.00 . 0.15 2015 EUR00397
018 219 [ 020 .. Eur0.449

Increase in fully loaded CET1 capital ratio (%)

205 | 70.05 2018

1. Underlying 2015 RoTE: 11.0%. Underlying 2018 RoTE 12.1%.

2. Considering the impact of the scrip dividend shares.

3. Total dividend charged to 2018 earnings is subject to approval by the 2079 AGM.
4. 2018 data applying the IFRS9 transitional arrangements.

Note: 2015 metrics have been re-stated to reflect the capitalincrease of July 2017.

XXXI



GRORGRAN-LEON

Communities ‘ 6.3 million people supported'

We want to help more people and businesses prosper in the
communities where we operate

We are the company that provides most support to higher education worldwide?.
We have more than 1,200 agreements with universities and other academic

institutions in 33 countries.
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We are supporting higher education

ﬂ EUR 406 mn We launched the new scholarship website

investmentin universities' (www.santander-grants.com) offering study,
mobility and research opportunities to students

155,000 university scholarships and for their academic and professional development

grants awarded'

We are promoting financial inclusion and entrepreneurship

@ EUR 160 mn 273,000

in microfinance loans microentrepreneurs supported

We are supporting sustainable growth

Leading Global Bank 6 689
[}

inthe ﬁnanlcmtgac)f renewable megawatts (MW) financed. A generation capacity
ENergy project equivalent to the consumption of 5.7 million
households

MEMBER OF

Dow Jones rd 4 st |
Sustainability Indices 3" barkin the word Tt vankin Europe

In Collaboration with RobecoSAM «®

1. Refers to cumulative activity in 2016-2018.
2. The Fortune 500 Change the World report.
3. #1 position based on number of operations; #2 position based on volume; Source: Dealogic.

XXX
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Our core strengths
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Our progress and core strengths mean we can now accelerate
our transformation

Scale + business model + diversification = predictable and profitable growth.

xxxIv & Santander

Our scale benefits our
leading local banks

Unique personal

relationships strengthen
customer loyalty

Our business model and
geographical diversification
have made us more
resilient than our peers

Resulting in more
predictable and profitable
earnings




Top bank

in 6 out of our 10 Markets'

100,000

people talking to our customers
everyday

Diversification’

52% 48%

Europe The Americas

More predictable and
profitable earnings

144 million

customers in markets with a total
population of >1bn people

@ Over 13,000

branches across all our geographies

Resilient

Best performer under stress

Capital depletion under EBA adverse scenario
(-141 bps vs. -403 bps peer average)?

Earnings have increased x4 over the
last 20 years, with low volatility

1. Leadership position by market share in lending. Top bank in Spain, Poland, Argentina, Portugal, Chile and SCF. Only private sector banks in the case
of Poland, Argentina and Portugal. 2. 2018 underlying attributable profit. Excluding Corporate Centre and Spain Real Estate Activity. 3. Source: EBA

stress test 2018.
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Our progress is powered by digital transformation, which is a
key to success in the new economic environment
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The digital transformation of our core banks is focused on two customer
priorities in order to continue to deliver the best customer service:

Offerallour products and 7~ Deliverall products
Eﬂj services through end to end and services in a fast
digital channels and efficient way

We are transforming our core banks in five ways:

¢ Transforming the FRONT
Making all products and services available in digital channels (end-to-end)

¢ Transforming the BACK
Re-engineering, digitising and automating all our processes

¢ Evolving our IT architecture and systems
Our core banking system is a structural advantage

¢ Onboarding new technologies
Rapid integration of new technologies into our day-to-day operations

® Becoming an agile data-driven organisation
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Our digital transformation is already delivering results

We have more digital customers... ...who are more engaged...

x2 18

digital customers monthly accesses per customer
(32 mnin 2018 vs. 16,6 mn in 2015) to the digital channels
(14in2015)

48% 68%

digital customers as % of digital customers access us
of active customers via mobile apps
(30%in 2015)

Our digital transformation - Core banks

il & Santander



...complete more transactions... ...and increase sales

X2 32%
more transactions in digital digital sales as % of total
channels since 2015 (15%in 2015)
38% 15%
of digital transactions digital sales

through mobile apps through mobile apps

XXXIX



We have launched new digital businesses, which complement
our banks and compete in the market
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Openbank©=

One of the largest fully digital
banks by balance sheet with

a full suite of products and
services

& | One Pay-.

15t Blockchain-based retail
payments solution

; superdigital

Financial solutions for
the unbanked

1. YoY growth; digital mortgages were launched in 2017.

+370% mortgages’ (front book)
C.90°/o asset growth'

+ 1 9% deposit growth'

Launched in 4 geographies simultaneously

230% growth in the monthly volumes of
One Pay FX transactions from May to
December 2018

o
C.70 /O active customer growth vs. 2076
(c.400 thousand)

1 30% revenue growth vs. 2016

Breakeven with EUR T mn EBITDA

XLI
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Our 10 core markets are
ready to lead in the future
by working together
better, and faster

By successfully completing our
three-year plan, we have
strengthened the Group so we can
continue to grow.
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Spain

We have undergone a significant transformation since 2015, resulting in stronger
profitability and a strengthened balance sheet. This is thanks to customer loyalty,
which has doubled, as a result of the T1213 strategy; strong business growth

in high-added value products (the SMEs loan book has grown by EUR 24 bn);

and accelerated digital transformation. Our operations have been strengthened
further by the Banco Popular acquisition.
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2.7 4.8 10.8% 56.8%

million million
Loyal customers Digital customers Underlying RoTE Cost-to-income
+163% +96% +2.66pp +0.3pp

2015 vs. 2018.

Ignacio ‘Pincho’ Ortega

Ilgnacio has been playing basketball for the last 10 years and
he is a core member of the Spanish senior team and also of
the Under-22s, on which he is a standout. Last summer, at
age 18, he received the Most Valuable Player award in the
European Under-22 Championship.

He has also received the first Sports Scholarship for students
with disabilities from Fundacion Universia.

e This will allow Ignacio to pursue his athletic career while
studying International Relations at the University of
Alabama, in the United States, an elite centre for wheelchair

.
basketball.

XLV
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Santander Consumer Finance

A leading consumer business in Europe, its auto finance and consumer businesses
have grown by strengthening its digital channels.

19.4 15 15.9% 43.1%
million
Active customers Countries Underlying RoTE Cost-to-income
+2.7mn +3.23pp -1.6pp

2015 vs. 2018.
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Poland

Customer loans and deposits up by around 50%' since 2015 — strong organic
growth and market position reinforced by the agreement to acquire the retail
and private banking business of Deutsche Bank Polska. Strong focus on efficiency
(C/I down to below 43%) has been achieved while growing the number of digital
customers by 17% since 2015.

1.8 2.2 10.3% 42.8%
million million
Loyal customers Digital customers Underlying RoTE Cost-to-income

+38% +17% -2.60pp -3.7pp

2015 vs. 2018.

1. In constant euros.

XLviI
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United Kingdom

We continued to deliver shareholder value despite facing an uncertain and
challenging operating environment in the UK (9% RoTE). We are well positioned
to succeed, with improved customer satisfaction (Top 3) and growth in digital
customers (+50% since 2015), while remaining strongly capitalised (CET1 13.2%,
up 160 bps).
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4.4 5.5 9.3%
million million

Loyal customers Digital customers Underlying RoTE
+12% +50% -2.57pp

Jenny Evans

Entrepreneurship Awards UK

Jenny Evans was a winner of the 20717 Santander Universities
Entrepreneurship Awards and was awarded £25,000 in seed
funding, as well as two fully funded internships. She also
receives mentoring from our UK CEO, Nathan Bostock.

"At Jenny Kate we create beautiful textile prints inspired by
nature to bring the outdoors into your life and home. Winning
the Post-Revenue category was an incredible experience and
has completely revolutionised my business. I've built a huge
new network of people to work with and get advice from,
gained an accountability partner, new business collaborations,
had an incredible week of working on my business with CEOs
and industry experts and | also gained an advisory board
member — all before | won!"

55.2%

Cost-to-income
+2.6pp

2015 vs. 2018.

| "
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Brazil

Santander Brasilis the country's third-largest privately owned bank and the
largest foreign bank in the country. Itis the leader in customer satisfaction. Since
20715, it has experienced strong growth in loyal customers and digital customers.
Over the same period, its underlying attributable profit rose (+88%)" as did

its profitability (ROTE +19.8%), reflecting its higher productivity and improved
efficiency in recent years.

1. In constant euros.

(")
2
=

a

©

t .

o

o

@

o

>
)

c

3

o
©
=

©

)

L
[

L & Santander



5.2 11.4 19.8% 33.6%

million million
Loyal customers Digital customers Underlying RoTE Cost-to-income
+65% +158% +5.68pp -6.4pp

2015 vs. 2018.

Bernadete Fentrin

Creating jobs

After Bernadete lost her job she rented a small shop, took the
2 sewing machines that her family had, and began to make
and sell clothes.

She has been a customer of Prospera for 13 years, and she
now has her own house, a shop and employs 4 people.
Thanks to the microcredit, she has been able to buy
machinery to grow the business. Bernadete has also been
part of the "Parceiros em Acao” financial training program.

In October 2018, supported by Santander, she went to the
Sao Paulo Fashion Week for the first time.

LI
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Portugal

In 2018 we became the leading privately owned bank, particularly in terms

of total credit and profitability, while substantially growing the number of
digital customers. In October, we completed the operational and technological
integration of Banco Popular Portugal.

752 734 12.1% 47 8%
thousand thousand
Loyal customers Digital customers Underlying RoTE Cost-to-income
+42% +93% -0.47pp -0.9pp

2015 vs. 2018.

WORK

CAFE —

wn
.2
=
a
©
E o
=)
o
@
o
>
o
c
3
o
©
=~
©
)
|
(aa]

U &»Santander



Chile

We lead in loans, customer deposits and online banking. WorkCafe, Santander Life
and Digital Onboarding have helped us become leaders in innovation and digital
banking in Chile. Our RoTE has reached 18%.

668 1.1 18.4% 47.2%
thousand million
Loyal customers Digital customers Underlying RoTE Cost-to-income

+19% +18% +2.88pp -1.8pp

2015 vs. 2018.
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Mexico

Our focus on loyalty and digital transformation has seen the number of loyal and
digital customers grow, by 81% and x3.3 respectively, since 2015. The RoTE has
expanded by more than 700 bps during the same period, reaching 20% in 2018.
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2.5 2.9 20.4% 41.5%

million million
Loyal customers Digital customers Underlying RoTE Cost-to-income
+81% x3.3 +7.16pp +0.2pp

2015 vs. 2018.

Juana Edith Esparza Briones
Mobility Scholarship

Juana was born in the municipality of ELLlano, to a very

poor family. Her parents had not had the opportunity to

go to school. With much effort, by both herand her family,
Juana was admitted to the university, where she received a
Santander Scholarship to study in the United States for four
months. This opportunity changed her life and allowed her to
travel abroad for the first time.

"The support | received from Santander meant a lot because it
changed my life."

Juana discovered that there are no barriers, and that to get
ahead all she needed was the support of someone who
believed in her. )
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Argentina

Santander Rio remains the leading private bank based on four pillars: profitable
growth, customer centricity, efficiency and risk control. In 2018, 71% of our active
customers used digital channels, and 40% are now exclusively mobile customers.

1.4 2.1 11.8% 61.9%
million million

Loyal customers Digital customers Underlying RoTE Cost-to-income
+35% +66% -20.45pp +6.3pp

2015 vs. 2018.

& Santander

LENDING CENTER
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United States

Santander US underlying attributable profit grew by 42% in 2018 vs. 2017. Auto
loan originations at Santander Consumer USA, Santander US's biggest business,
grew by 43% to $28.8 bn. Santander US made significant progress closing legacy
regulatory issuesin 2018.

339 894 7.6%* 43.4%
thousand thousand
Loyal customers Digital customers RoTE Cost-to-income
+28% +45% -0.8pp? +4.6pp
1. Only SBNA.

2. Underlying RoTE adjusted for 11.3% CET1. Otherwise Santander US 4% and SC USA 13.3%.
3. Underlying adjusted RoTE. 2015 vs. 2018.
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Corporate & Investment Banking

Corporate &Investment Banking is Santander's global division that supports
corporate and institutional clients, offering tailored services and value-added
wholesale products suited to their complexity and sophistication.

1.8% EURT,418 EUR 5,807 EUR 1,705
million million million

RoRWA Revenue synergies’ Revenues Attributable profit
+21%? +2%? +8%?

1. Revenue synergies from leveraging SCIB value proposition to corporates and SMEs.
2.In constant euros. 2017 vs. 2018.
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Wealth Management

Operating in all our markets, Santander Private Banking and Santander
Asset Management have strengthened our customer offering by improving
collaboration between our banks, driving profitability (attributable profit EUR 528

million) and growth (+17%" YoY).

EUR 329 174
billion thousand
Assets under Private Banking
management Customers
-2%? *2%

1. Underlying profit.
2.In constant euros.

3. Including net profit and total fee income generated by this business.

x - T—
‘! Eo.

egu !

12.1% EUR 1,015
million

RoRWA Profit contribution?

+0.2pp 13%

2017 vs. 2018.

-
- -

= .

-

rransferencias

Senc

Ingres

Pagar recibos

LIX



GRORGRAN=REN

2018 consolidated directors’ report

This report has been approved unanimously by our board
of directors on 26 February 2019.

Our new approach to this document

The presentation of our consolidated directors' report has been improved to provide in a single,
streamlined document the contents of several documents that were previously published separately
and will no longer be prepared but as sections of the consolidated directors' report. In particular, in
2017, the contents now included in this report were spread in the following documents:

2017 documents now included in the consolidated directors’ report

I
- Annual report The new format allows a clearer
- Consolidated directors' report presentation of the information and,

therefore, of understanding, avoids

- Annual corporate governance report (CNMV format document) - )
repetition and, at the same time,

> Report of the board committees enhances the level of disclosure rather
- Sustainability report than reducing it.
- Annual report on our directors' remuneration (CNMV format document) The 20718 consolidated directors'

reportincludes all the information
requirements to comply with Spanish
Law 11/2018 on non-financial
information and diversity under

the chapters Santander vision and
Responsible banking.

Level of auditors’ review

The contents of our 2018 consolidated directors' report have - PricewaterhouseCoopers Auditores, S.L. has issued a verification
been subject, as required by applicable legislation, to different report with a limited assurance scope on the non-financial and
levels of review by our independent statutory auditors, diversity information required by Spanish Law 11/2018 and
PricewaterhouseCoopers Auditores, S.L. These different levels of included in this consolidated directors' report. Such reportis
review can be summarised as follows: included as Independent verification report of the Responsible

banking chapter.
- PricewaterhouseCoopers Auditores, S.L. has verified that the

information in this consolidated directors' reportis consistent - PricewaterhouseCoopers Auditores, S.L. has issued an
with that of our consolidated financial statements and its independent reasonable assurance report on the design and
contents comply with applicable regulations. For further effectiveness of the Group’s internal control over financial
information see 'Other information: Consolidated management reporting which is included in section 8.6 of the Corporate
report section of the Auditor's report, on page 432 in this report. governance chapter.

2 & Santander Annual Report 2018



Non-IFRS and alternative performance
measures

In addition to financial information prepared in accordance with
International Financial Reporting Standards (IFRS) and derived from
our consolidated financial statements, this consolidated directors'
report contains financial measures that constitute alternative
performance measures (APMs) as defined in the Guidelines

on Alternative Performance Measures issued by the European
Securities and Markets Authority (ESMA) on 5 October 2015 and
other non-IFRS measures.

The financial measures contained in this consolidated directors' report
that qualify as APMs and non-IFRS measures have been calculated
using the financialinformation from Santander Group but are not
defined or detailed in the applicable financial reporting framework and
have neither been audited nor reviewed by our auditors.

We use these APMs and non-IFRS measures when planning,
monitoring and evaluating our performance. We consider these
APMs and non-IFRS measures to be useful metrics for management
and investors to facilitate operating performance comparisons
from period to period. While we believe that these APMs and
non-IFRS measures are useful in evaluating our business, this
information should be considered as supplemental in nature and
is not meant as a substitute of IFRS measures. In addition, other
companies, including companies in our industry, may calculate or
use such measures differently, which reduces their usefulness as
comparative measures.

Section 8 of the Economic and financial review provides further
information about those APMs and non-IFRS measures.

Forward-looking statements

Santander cautions that this annual report contains statements that
constitute "forward-looking statements” within the meaning of

the US Private Securities Litigation Reform Act of 1995. Forward-
looking statements may be identified by words such as 'expect’,
‘project’, ‘anticipate’, ‘'should’ ‘intend’, '‘probability’, 'risk’, ‘target’,
‘goal’, ‘'objective’, 'estimate’, 'future’ and similar expressions. These
forward-looking statements are found in various places throughout
this annual report and include, without limitation, statements
concerning our future business development and economic
performance and our shareholder remuneration policy. While

these forward-looking statements represent our judgment and
future expectations concerning the development of our business,

a number of risks, uncertainties and other important factors could
cause actual developments and results to differ materially from our
expectations.

The following important factors, in addition to those discussed
elsewhere in this consolidated financial statements, could affect
our future results and could cause outcomes to differ materially
from those anticipated in any forward-looking statement: (1)
general economic or industry conditions in areas in which we have
significant business activities or investments, including a worsening
of the economic environment, increasing in the volatility of the
capital markets, inflation or deflation, and changes in demographics,
consumer spending, investment or saving habits; (2) exposure to
various types of market risks, principally including interest rate risk,
foreign exchange rate risk, equity price risk and risks associated with
the replacement of benchmark indices; (3) potential losses associated
with prepayment of our loan and investment portfolio, declines in
the value of collateral securing our loan portfolio, and counterparty
risk; (4) political stability in Spain, the UK, other European countries,
Latin America and the US; (5) changes in laws, regulations or taxes,
including changes in regulatory capital and liquidity requirements,
including as a result of the UK exiting the European Union and
increased regulation in light of the global financial crisis; (6) our
ability to integrate successfully our acquisitions and the challenges
inherentin diverting management's focus and resources from other
strategic opportunities and from operational matters while we
integrate these acquisitions; and (7) changes in our ability to access
liquidity and funding on acceptable terms, including as a result of
changes in our credit spreads or a downgrade in our credit ratings or
those of our more significant subsidiaries.

Numerous factors could affect the future results of Santander

and could resultin those results deviating materially from those
anticipated in the forward-looking statements. Other unknown or
unpredictable factors could cause actual results to differ materially
from those in the forward-looking statements.

Forward-looking statements speak only as of the date of this
annual report and are based on the knowledge, information
available and views taken on such date; such knowledge,
information and views may change at any time. Santander does not
undertake any obligation to update or revise any forward-looking
statement, whether as a result of new information, future events or
otherwise.

Historical performance is not indicative
of future results

Statements as to historical performance or financial accretion
are notintended to mean that future performance, share price or
future earnings (including earnings per share) for any period will
necessarily match or exceed those of any prior period. Nothing in
this annual report should be construed as a profit forecast.

No offer

Neither this annual report nor any of the information contained
therein constitutes an offer to sell or the solicitation of an offer to
buy any securities.
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Santander vision

00

Our purpose

To help people and businesses prosper.

(8]

Our aim as a bank
To be the best open financial services

platform by acting responsibly and earning
the lasting loyalty of our people, customers,

shareholders and communities.

e

Our How:

Simple | Personal | Fair
In everything we do.

4 < Santander 2018 Annual Report

Building a responsible

Santander is a retail bank with a unique

1. ourscale provides
potential for organic
growth.

2. Unique personal
banking relationships
strengthen customer
loyalty.

3. our geographic and
business diversification
and our model of
subsidiaries make us
more resilient under
adverse circumstances.

. 4

Our strengths have
historically resulted in:

Higher
earnings
predictability

Our vision and our
strengths are sound
pillars to face potential
challenges:



bank from our core strengths

business model underpinned by 3 strengths.

Top bank in 6 out of our 10 core markets*

- . \
£ y |
- We maintain a leadership position in our core markets. <~ - ‘ @
+ Collaboration across the Group results in significant cost Top 3 Top5
savings and higher revenues. : : @ ‘*’ % Auto Lending®

A. Market share by lending.
B. Non-prime auto lending.

- We serve 144 million customers in markets, with a total
population of more than 1 billion people.

- We have over 100,000 people talking to our customers
every day in our more than 13,000 branches and contact
centres.

#1 Branch network’

- We have a well-balanced distribution between mature Balanced diversification®
and developing markets, and a good mix of products for
individuals and companies.

48% 52%
Americas Europe

.

Our model of subsidiaries, autonomous in liquidity and
capital, allows the Group to mitigate the risk that the

difficulties of one subsidiary affect the rest. €97%
of our profits from
L - our 10 core markets
- Subsidiaries are managed by local teams providing the

Bl @ g A. Underlying attributable profit 2018, excluding Corporate Centre and
best customers knOWLGdge within their markets. Spain Real Estate Activity. For further details, see more information

in sections 3 and 4 of the Economic and financial review chapter.

Resilient profit generation throughout the cycle

Group net operating income* (EUR billion)

Over the last 20 years,
earnings have increased
x4 with low volatility

2008 2009 20710 2011 2012 2013 20714 2015 2016 2017 2018

A.Net operating income = Total income-operating expenses

- Our strong balance sheet and our model of subsidiaries make us less vulnerable to face a potentially adverse macro
environment.

- Our scale and best-in-class efficiency ratio mitigate potential impacts from increases in costs of doing business.

- We are transforming our core banks while launching innovative ventures to address challenges emerging from the
new digital era.

- We have a clear focus on acting responsibly to meet higher expectations from our stakeholders.

1. Excluding Chinese banks and Sberbank.
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We have successfully completed our 3 year plan

Strategic priorities Key metrics 2015 2018
00 Be the best bank to work for and Number of core markets where the Bank is
mm have a strong internal culture. among the three leading banks to work for 3 7
People
v
Loyal customers (mn) 13.8 19.9

Earn the lasting loyalty of
00 ourindividual and business
N

c customers. Digital transformation Digital customers (mn) 6.6 320
ustomers g operational excellence.
Fee income (%)* - ~10
Cost of credit (%) 1.25 1.12°
Efficiency ratio (%) 48 47
00 :
Capital strength
r&fﬁﬂ . p g Growth in earnings per share (%) - 11.2
risk management
Shareholders  gnd profitability.
Dividend per share (EUR) 0.20 0.23¢
Fully loaded CET1 capital ratio (%) 10.05 11.30°
- ROTE (%)¢ 10.0 11.7
000 P eople supported Scholarships (thousand) 35 155F
f@'\ in the local
Communities comMmunities where People supported in our communities (mn) 12 6.3

the Group operates.

A % change (constant euros). 2018 figure relates to 2015-2018 CAGR.

B. 2018 figure relates to 2015-2018 average.

C. Total dividend charged to 2018 earnings is subject to the 2019 AGM approval.
D. 2018 data applying IFRS 9 transitional arrangements.

E. Underlying RoTE 2015: 11.0%. Underlying RoTE 2018 12.1%.

F. It refers to cumulative activity in 2016-2018.

Note: 2015 metrics have been re-stated to reflect the capital increase of July 2017.

Our new strategic plan will be announced at next Santander Investor Day*

SANTANDER | Aprit32019
INVESTOR DAY | LONDON

A . The information that will be made available in the Investor Day is not incorporated by reference in this annual report nor otherwise considered to be a part of it.

6 &Santander 2018 Annual Report



Our strategy is built around a virtuous circle based on trust:

00
ﬂﬂﬂ People

Employees who are engaged...

Team engagement

82%

75%

>6pp

than the avg.

financial
industry

2015 2018

Strong S|P|F culture?
69%

63% .

74%

63%
Personal

79%

75%
Fair I

2015 2018

Simple

- A key focus of our strategy is to embed a strong
culture based on our values: Simple, Personal and Fair.

- How we do things is as important as What we do.

- Our employee engagement levels are above the
industry average.

% of employees that consider Santander is Simple, Personal and Fair.

...generate more loyal customers...

00
ﬂﬂ Customers

Digital sales over total sales

32%

x2

15%

2015 2018

00
Shareholders

Loyal customers

Lower churn
Attrition rate (%)

-66%

- Increase in loyal customers, both individuals and
businesses, has resulted in a significant growth in
revenues, loans and customer funds.

- Loyal customers use more our digital channels as
they hold more of our products and services and
interact with us more often.

...leading to strong financial results...

Group customer revenues
Net interest income + Net
fees (constant EUR billion)

45.8
37.0
2015 2018
000

Communities

Earnings per share
Double digit growth

1.2%

(2018 vs.2017)

Cash dividend per share

=D +31%

Increase since 2015

- Our focus on customer loyalty is delivering results:
customer revenues have increased 24% from 2015
to nearly EUR 46 billion.

- We have significantly strengthened our balance
sheet in the last 4 years generating 304 basis points
of capital (applying IFRS 9 transitional arragements).

- We have become even more resilient while growing
our business and increasing dividends.

...and more investment in communities.

6.3

million people MEMBER OF
supported
2016-2018

155

thousand
scholarships
granted 2016-2018

Dow Jones
Sustainablflity Indices

In Collaboration with RobecoSAM &

3rd 'Ist
bank bank
in the world in Europe

Highest score among peers:
95.3 points out of 100

->We 1,235 have agreements with academic
institutions in 33 countries. 7,647 partnerships with
social institutions and entities.

- We are the leading global bank financing renewable
energy projects (#1 by number of transaccions, #2
by volume, according to Dealogic).

- We are delivering profits in a responsible way
supporting inclusive and sustainable growth.
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Our balanced geographic diversification has been

key to deliver stable and predictable growth

United States

Profit contribution® 5%

Customers 5,220,211

Employees 17,309

Market share® 3%

Mexico

Profit contribution” 8%

Customers 16,690,402

Employees 19,859

Market share® 13%
Chile
Profit contribution® 6%
Customers 3,460,654
Employees 12,008
Market share® 19%
Argentina
Profit contribution® 1%
Customers 3,701,498
Employees 9,324
Market share® 10%

Colombia

Peru

O

O

Brazil

Profit contribution® 26%

Customers 42,074,640

Employees 46,914
© Market share® 9%

Uruguay

A. 2018 underlying profit. Excluding Corporate Centre and Spain real estate activity. For further details, see more information in sections 3 and 4
of the Economic and financial review chapter.

B. Loans. UK: lending comprises UK mortgages (excluding social housing), consumer credit and commercial lending (excluding financial
institutions). Poland: including Santander Consumer Finance business (SCF); US: in the states where the Group operates. SCF: Top3 in our main
markets in new lending of auto loans.

8
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Santander Consumer

Finance
Profit contribution® 13%
Customers 19,427,871
Employees 14,865
United Kingdom Market share® Top 3¢
Profit contribution® 13%
Customers 25,519,550
Employees 25,872
Market share® 10%
@ Poland
Profit contribution® 3%
Customers 4,525,138
Employees 12,515
Market share® 12%

Portugal

Profit contribution® 5%

Customers 4,912,459

Employees 6,705

Market share® 18%
Spain
Profit contribution® 17%
Customers 17,290,847
Employees 32,313

Market share? 18%

® Main countries
® Santander Consumer Finance
O Other countries
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Our approach

A1 By delivering on our purpose, and helping people and businesses
prosper, we grow as a business and we can help society address its
challenges too. Economic progress and social progress go together.
The value created by our business is shared - to the benefit of all.

Communities are best served by corporations that have aligned their

goals to serve the long term goals of society. IF

Ana Botin

By being responsible, we build loyalty

00 00
V3 N
People Customers
... Santander
00 treats me
)& responsibly
Shareholders Communities
I'm loyal to Santander because...
... Santander acts
responsibly
in society

12 «»Santander 2018 Annual Report

In our day-to-day businesses,

we ensure that we do not simply
meet our legal and regulatory
requirements, but we exceed people’s
expectations by being Simple,
Personal and Fair in all we do.

We focus on areas where, as a
Group, our activity can have a
major impact on helping people
and businesses prosper.
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Helping people and businesses prosper - our performance

00
ﬂﬂﬂ People

Eur 11,865 mitiion

96%

10.4 years

Personnel costs* of employees with Average length of
permanent contracts employment

00

ﬂﬂ Customers

Eur 882,921 mitiion

Loans outstanding (net)

00
Shareholders

EUR 487,695 million  EUR 22,659 million

to households to public administrations

EUR 301,975 million  EUR 70,592 million

to companies to others®

>273,000

Microbusinesses
supported

Eur 3,724 million

Total shareholder
remuneration®

000

Communities

eur 64,508 mittion

Stock market value at
year-end 2018, largest
bank in the euro zone

eur0.23

Dividend per share,
4.5%° vs 2017

EUR 179 mitlion

Community investment

o
@ Suppliers

EUR 121 million

Investment in universities

EUR 58 million

Investment in programmes and
projects to support communities

EUR3,619 miltion

Payments to suppliers®

[\
@ Tax contribution

10,628

Approved suppliers through our
global procurement model

95%

Local group’s suppliers

Eur 16,658 mitiion

Taxes paid and collected
by Santander

Eur 3,458 miltion

Corporate income tax

A. From Group consolidated financial statements.

B. Including financial business activities and customer prepayments.

C. Subject to the approval of the total dividend against the 2018 results by 2019 Annual General Meeting.
D. Data refers exclusively to purchases negociated by Aquanima.

EUR 3,598 million

Other own taxes paid,
including social contributions

13
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What our stakeholders tell us

Analysing, assessing and responding to the opinions and concerns of
all our stakeholders is a fundamental part of our effort to operate as a
responsible bank and make all we do Simple, Personal and Fair (SPF).

Engagement with all
stakeholders hepls to build

value

Earning and keeping people's loyalty is the
key to creating lasting value. To do this, we
must understand the concerns of all our
stakeholders. By listening to their opinions,
and measuring their perceptions of the
Group, we not only identify issues, we also
spot opportunities.

In 2018 we conducted a survey to identify
what our employees, customers and
society think a responsible bank should do.
These findings helped us as we analysed
what the leading environmental, social and
governance analysts are telling us.

88%

of participation
in the global
engagement
survey

86%
of employees feel

proud to work
for Santander

N

N 6,000

interviews to
university students

of Santander as
Simple, Personal
and Fair

83%

v

1 million

+40,000

of employees
believe that their
colleagues behave
more simple

0
People
3,879

complaints

received through

ethical channels

1,235

agreements
with universities

about the perception and academic

institutions

00
N

Customers

Key dialogue channels
for stakeholders

7,647 253

surveys to
measure and
monitor customer
satisfaction

13,217

branches

interviews to
shareholders about
the perception of
Santander as Simple,
Personal and Fair

interviews to
banked population
about the perception
of Santander as
Simple, Personal
and Fair

316,094

complaints
received

Shareholder
and investor
consultations
trough studies
and qualitative
surveys

14 &Santander 2018 Annual Report

. . fil d Communities Shareholders . .
paangrsh{ps Wlth profiles an queries managed meetings with
socialinstitutions 16 millions by email, phone, shareholders
and entities followers in WhatsApp and

social networks online meetings
\_ P2
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H VT H Santander also regularly analyses the most ~ The materiality matrix shows the concerns
Identlfylng the ISsues relevant social, environmental and ethical Santander has identified as most important
that matter behaviour issues through its materiality for its stakeholders in the analysis.

assessment. This systematic study is
conducted across the whole Group's value
chain on an annual basis, and consists of a
far-reaching quantitative and qualitative
analysis that uses information from both
internal and external sources.

©
=

Relevant aspects for the Group matrix

Challenge 1 Challenge 2

New business environment Inclusive and sustainable growth

External Relevance

Indirect environmental impac

Cybersecurity & data protection @

Strong corporate governance
&management transparency @

Environmental @ Eiramdsll Community investment @ Multichannel
footprint inclusion strategy and
digitalisation
Incentives linked
Material to ESG criteria Transparent & fair
concerns Y ® products and services
Financial literacy
Internal Relevance

Through this analysis, we have identified two major challenges
to move towards a more responsible banking model.

15
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Challenges and opportunities

Like every business, Santander operates in a world that is changing fast,
creating new challenges and opportunities. Using the results of the materiality
assessment, we have identified two core challenges - the challenge of the new
business environment, and the challenge of inclusive and sustainable growth.

Challenge T1:
New business environment.
Adapting to an evolving world

The transformation thatis happening in the world economy is
unprecedented. The opening of new markets, the availability of global
capital and advances in information technology and communications
are changing the competitive environment of companies across the
world. This new competitive framewaork, in a time of constant change,
requires companies to assume greater responsibilities to innovate and

work in new ways.

Santander, like all businesses, needs a motivated, skilled
workforce able to deliver what customers want, harnessing the
power of new technology. Meanwhile, we face new regulations
and laws. These trends create the challenge of new business
environmentin which we operate. Our task is to exceed our
stakeholders expectations, to do the basics brilliantly, every day.
Key to this is having a strong culture — a business in which all we
. . . For more detailed information on our
dois Slmp[e, Personal and Fair. strategy to tackle this challenge and
turn itinto an opportunity, please see

section “Challenge 1: New business
environment” of this chapter.
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Challenge 2:
Inclusive &sustainable growth.
Helping society achieve its goals

Growth should meet the needs of today's generation,
without hampering future generations’ ability to meet their
own needs: a balance should always be struck between
economic growth, social welfare and environmental
protection. Financial institutions can deliver this by
managing their own operations responsibly, and lending

responsibly to help society achieve its goals.

We can play a major role in helping ensure growth is both inclusive and
sustainable. Inclusive: by meeting all our customers' needs, helping

entrepreneurs start companies and create jobs, strengthening local

economies, improving financial empowerment, and supporting people

get the education and training they need. Sustainable: by financing

renewable energy, supporting smartinfrastructure and technology

to tackle climate change (such as agrotech and green tech). We do
this while taking into account the social and environmental risks and

For more detailed information on our

opportunities in our operations, and actively contributing to a more strategy to tackle this challenge and

. . . . turn itinto an opportunity, please
balanced and inclusive economic and social system. see section “Challenge 2: Inclusive &

sustainable growth" of this chapter.

17
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Principles and governance

All our activity is guided by policies, principles and frameworks to ensure we
behave responsibly in everything we do. We have redesigned and strengthened
our responsible banking governance, both to ensure we are compliant and to
help us manage initiatives which tackle the two challenges we have identified.

Policies that support our responsible banking strategy

General code of
conduct

Brings together the
ethical principles

and rules of conduct
governing the actions

Corporate
culture policy*

Establishes the
guidelines and
required standards
to be followed

of all of the Group's ensuring a consistent
staff and is the central  culture is embedded
element of the throughout
Group's compliance the Group.
programme.
L L | L
Consumer Code of Cybersecurity
protection conductin policy
policy® security

markets

A. Includes employee's diversity principles.

B. Includes financial consumer acting principles.

General
sustainability
policy

Defines our general
sustainability
principles, and

our voluntary
commitments

with our main
stakeholders,
lasting value.

Human
rights policy

Sets out how we
protect human rights
in all operations,

and reflects the UN
Guiding Principles
on Business and
Human Rights.

L | L | L |
Suppliers Tax policy Conflicts
certification of interest
policy® policy

C. Includes principles of responsible behaviour for suppliers.

Changes to policies in 2018

» Update of the general sustainability
policy, to reflect the current governing
bodies and to improve the clarity around
prohibitions and restrictions in financing
certain customers and / or activities, as
set out in its sectoral policies (energy,
defence, mining & metals and soft

commodities).

« Update of climate change and
environmental management policy to
reflect the current governing bodies.

+ Update of the human rights policy to
reflect the current governing bodies and
to include: a reference to The Global
Standard Conduct for Business to

18 & Santander
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protect the Rights of LGBTI individuals
as arelevant international declaration
supported by Santander.

» Update of the suppliers certification
policy to include new principles of
responsible behaviour for suppliers.

 Approval of global policy on induction,
knowledge and development.

« Approval of cybersecurity policy, taking
into account new risks and legislation in

this field.

« Approval of contribution for social

purposes policy.

Climate change
and environmental
management policy

Sets out Santander's
policy to protect the
environment and
mitigate the impact
of climate change.

Sector
policies

Lays down the
criteria governing
the Group’s financial
activity with the
defence, energy,
mining &metals and
soft commodities
(products such as
palm oil, soy and
timber) sectors.

L L L
Financing Policy on Corporate

of political contributions volunteering
parties for social policy

policy purposes

Risk culture

Our risk management and compliance
model is key to ensure we operate and
behave in a way that reflects our values
and corporate culture, and delivers our
responsible banking strategy.

For more information,
please see ‘Risk
culture’ section in this
chapter.
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Strategic overview and coordination

Responsible banking, sustainability & culture committee (RBSCC)

Assisting the board of directors in fulfilling its oversight responsibilities with respect to
the responsible banking strategy, sustainability and culture issues of the Group: corporate
culture, ethics and conduct, the digital transformation, inclusive and sustainable growth.

W W

Culture steering Inclusive & sustainable banking steering
This group ensures we have the right culture, To meet the challenge of inclusive and

skills, governance, digital and business sustainable growth, this group supports
practices to meet stakeholders' expectations. small businesses to create new jobs,

improving financial empowerment,
supporting finance the low carbon economy
and fostering sustainable consumption.

To drive progress on the responsible banking agenda, a new unit under the Executive Chaiman’s Office team has
been established.

Santander has appointed a Senior Advisor on Responsible Business Practices, who reports directly to the
executive chairman and works with the Responsible Banking Unit.

. 4

Santander subsidiaries
Guiding principles have been developed for subsidiaries (and global
business units) to ensure governance and implementation of its responsible
banking agenda is embedded across the Group as a whole.

Likewise, each subsidiary has appointed a senior responsible for the function.

D 4

Group strategy metrics & targets

Key initiatives proposed and agreed by the RBSCC in 2018:

- The new governance model for responsible banking. - Update of the financing policy to sensitive sectors, to
incorporate new criteria and guidelines regarding the

- Approval of the guiding principles of governance gambling sector, and the defense.

and supervision in matters of responsible banking,
sustainability and culture for the Group’s subsidiaries. - Main priorities in 2019:

- Established lines of accountability and agreed + Financial and social inclusion.
metrics. « Responsible and sustainable products offered.

- Update of the criteria for financing activities related * Social and environmental risk and opportunities.
to coal, both those related to its extraction (mining) - Group’s corporate culture.

and its use as an energy source (energy). For more information,
please see section
4.3 "Activity report’ in
Corporate governance
chapter.
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2018 highlights

We have built on our success by helping more people
and businesses prosper, while bringing a new focus

to our efforts to be a more responsible bank.

Y

We have received
global recognitions
for our efforts... -

+ Santander was ranked third in the world and
first in Europe among banks in the Dow Jones
Sustainability Index.

+ Fortune Magazine named Santander in its
2018 Change the World list - recognising the
Group among companies who “do well by
doing good".

» Santander received Top Employers Europe
2018 certification, and ranked in the top 3 of
the best financial institutions to work in Latin
America, according to Great Place to Work.

* Prospera microfinance program, was chosen
as an example of good practice by the
Brazilian Network of the Global Compact to
reach the SDGs in 2030.

+ Santander X, our global community of
university entrepreneurship, was chosen as
an example of good practice by the Spanish
Network of the Global Compact to reach the
SDGs in 2030.

MEMBER OF
Dow Jones

Sustainabhility Indices
In Collaboration with RobecoSAM
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...we strived to address the
challenge of the new business
environment... —>

* The board approved a new policy to ensure a consistent
culture is embedded throughout the Group.

» New employee value proposition created, positioning
Santander as an employer of choice both internally and
externally. 86% of employees feel proud to work for
Santander.

* More than 56,000 SPF surveys were sent to customers,
shareholders, investors and university students to
know their perception of Santander as Simple, Personal
and Fair.

* New corporate diversity & inclusion principles were
agreed, to consolidate our cultural transformation.

 Awareness and understanding of cybersecurity was
increased through comprehensive communication and
education activities and launch of a new, cybersecurity
policy taking into account new risk and legislation.

» New suppliers certification policy was approved, which
includes principles of responsible behaviour for suppliers.

» New internal governance website was created,
including a single global portal for all corporate
frameworks, ensuring strong governance and
consistency across the Group.

Simple | Personal | Fair
risk pro

...Everyone’s business
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O

D
...while ensuring that we
promote inclusive and
sustainable growth...

« Santander joined United Nations Environment Programme

Finance Initiative (UNEP FI1) to develop the principles for
responsible banking to align the sector with the SDGs and
the Paris Climate Agreement.

CEOs of different international companies and UN
Special Advocate launched a Private Sector Partnership
for Financial Inclusion, with Santander representing
the banking sector.

Santander Asset Management launched a new range of
sustainable funds, which combine financial criteria with
non-financial ones.

Santander Corporate & Investment Banking (SCIB)
consolidated its leading position in renewable energy
transactions. 6,689 MW of renewable energy financed,
equivalent to the consumption of 5,7 million households.

4th Universia International Rectors’ Meeting was held in

Salamanca. The meeting brought together 600 rectors from

26 countries, representing 10 million university students
around the world, in a discussion entitled ‘University,
Society and Future’ on the challenges facing higher
education.

tuito

FINANZAS DETUATU

0 O

e

...and building
an even more
responsible bank

* New board committee on responsible
banking, sustainability and culture
was formed to drive and co-ordinate our
responsible banking approach across the
Group.

Main SDGs

where Santander’s business activities
and community investments have the
mostimpact.

GOOD HEALTH QUALITY
AND WELL-BEING EDUCATION

|

1 REDUCED 11 SUSTAINABLE CITIES

INEQUALITIES AND COMMUNITIES

GENDER DEGENT WORK AND
EQUALITY ECONOMIC GROWTH

o

12 RESPONSIBLE 13 CLIMATE
CONSUMPTION ACTION
AND PRODUCTION
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Challenge 1:
New business environment

To meet the challenge of the new business
environment, we're focusing on...

22 & Santander 2018 Annua L Report
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New business environment

Strong corporate culture

The Santander Way defines our purpose, our aim and how we do
business, by being Simple, Personal and Fair in everything we do.

Talented and motivated team

The more prepared and motivated our workforce is, the stronger
their commitment to helping people and businesses prosper will
be. Our workforce is diverse in terms of expertise and gender.

Responsible business practices

We develop our products and services responsibly, and aspire to deliver excellent
customer service. Customer protection data is one of our main priorities.

Risk culture

As a bank, managing risks is an essential part of our daily business.
We have a robust risk management model and risk culture to
ensure we operate in a prudent and responsible way.

Shareholder value

We have clear and robust governance. Risks and opportunities are
prudently managed; and long-term strategy is designed to safeguard
the interests of our shareholders and society at large.

Responsible procurement

I
Our procurement processes are based on ethical, social and environmental

criteria to ensure we operate in a sustainable way throughout our operations.

23
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Strong corporate culture

The Santander Way is our strong global culture, fully aligned to
our corporate strategy. It includes our purpose, our aim, and how
we do business. Itis the bedrock of our bank, a responsible bank.

The Santander Way
Simple | Personal | Fair

Simple

Simple, Personal and Fair is how we

do business and behave as part of our
corporate culture. It embodies how

all Santander's professionals think

and operate, and represents what our
customers expect of us as a bank. It
defines how we go about our business and
take decisions, and the way we interact
with customers, shareholders and the
community.

Personal

f Justasimportant =
as what we dois
how we do it II

Ana Botin

We offer an accessible service
for our customers, with
simple, easy-to-understand
products. We use plain
language and improve our
processes every day.

The entire team at Santander strives each
day to make sure that all they do is Simple,
Personal and Fair - as this is the way to
earn customers’ lasting loyalty — while
doing all they can to fulfil our purpose, to
help people and businesses prosper.

Fair

We treat our customers in

an individual and personal
way, offering them the
products and services that
best suit their needs. We want
each and every one of our
employees and customers

to feel unique and valued.

We treat our employees and
customers fairly and equally,
are transparent and keep our
promises. We establish good
relations with our stakeholders
because we understand that
whatis good for them is also
good for Santander.

Our corporate culture includes eight corporate behaviours...

15 P< ¥* T Y e
Show Truly listen Talk Keep Support Embrace Actively Bring
respect straight promises people change collaborate passion

...and a strong risk culture where everyone is personally responsible for managing

24 &Santander 2018 Annual Report

their risks in their day to day work

risk pro

...Everyone’s business
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The Santander Way:
governance

For more
information
on employee

ethical channels,

please see 'Risk
management'
chapter.

Further information
can be found on 'Risk
culture' section of this

chapter.

For more
information on
supplier ethical
standards,
please see 'Risk
management'
chapter.

To ensure The Santander Way is
understood and embedded, we need

to develop, promote and monitor the
consistency and implementation of our
global culture across all the markets where
Santander operates.

We have a culture steering governing
body which meets monthly, incorporating
senior members from across the Group to
promote, approve, support and evaluate
the implementation and progress of global
and local culture initiatives in line with the
board approved corporate culture policy.

Code of conduct

The General Code of Conduct defines the
standards and principles which establish
the basis for all actions to be applied by
the Group employees in their day-to-

day activities and is the central pillar of
the Group's compliance programme.

It also covers equal opportunities and
non-discrimination, respect for people,
work-life balance, occupational risk
prevention, environmental protection and
collective rights. Santander promotes the
opportunities for its employees to raise
concerns and operates ethical channels,

managed by the compliance and conduct
function, ensuring confidentiality, an that
there is no retaliation against whistle-
blowers.

We also ensure that our suppliers abide by
our ethical standards.

Corporate culture policy

We have a corporate culture policy that
establishes the guidelines to be followed
ensuring a consistent culture is formed and
embedded throughout the Group.

This policy has been developed in
partnership with country culture teams and
key stakeholders. It is structured on three
levels:

Common elements: these are the
backbone of our culture. They have been
formed through a bottom-up process and
apply to the entire Group.

Mandatory global initiatives: these must
be implemented across the Group, but are
adapted and managed at local level.

Local initiatives: these are developed by
local units whilst respecting the corporate
culture policy and other corporate
frameworks.

Risk culture ‘risk pro’

We have a strong risk culture known as
risk pro, which defines the way in which
we understand and manage risks on a day-
to-day basis. It is based on the fact that all
professionals are responsible for the risks
they manage.
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Examples of cultural iniciatives to show how we are doing Simple, Personal and Fair

1. People 2. Customers 3. Shareholders 4. Communities
| I |
The Santander Way Simplified processes Transparent communications Future talent support via
of working . . Santander Universities
Customer experience Robust internal governance programme

Diversity & inclusion
Behaviours & leadership

Employee value proposition

Six key focus areas in 2018

'<I)) Listening strategy

* Leadership

0
L% Diversity & Inclusion

[6 Behaviours

60¢

&/0 Global collaboration
O 0
M Communities
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Operational excellence

Risk culture Corporate volunteering

Cyber and data protection

Objectives

Promoting an environment of openness and speaking up, improving survey
execution and analytics to better understand feedback and act on it.

Common leadership commitments for all people managers.

Group Diversity & Inclusion principles providing
global guidance and minimum standards.

Embedding corporate behaviours in the employee
lifecycle and in our everyday activities.

Increasing global collaboration, sharing best
practices and simplifying processes.

To continue to help communities to prosper by fostering
and supporting inclusive and social programmes.
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Across the Group, we are embedding Simple, Personal and Fair?

By building a loyal and committed workforce, we deliver sustainable growth and fulfil our purpose

Employees who are more motivated and committed...

®

| | - -
00 People 83% 82% I
m 203 of employees believe that of employees
thousands their colleagues behave more  are engaged
employees simple, personal and fair
[OXO)
@ ﬂ ... make our customers more satisfied and loyal... /
19.9 88% 0 O Customers
million loyal customers
customers (+15%) satisfaction [—\ﬂ 144 million

... which drives profitability and sustainable growth...

Shareholders

<h

increase of dividend Total shareholder
per share remuneration

.. and results in more investment in communities.

7,647 1,235

social entities we agreements with
have partnered academic institutions
with in 33 countries

N

.
000 Communities

r@—\ 2 . 5 million

people helped

1.2018 figures.
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A talented and motivated team

To win in the new business environment, and to earn and keep customers’
loyalty, we need a workforce that is both talented and motivated. And if we
are to meet the needs of today's society, our team needs to reflect society.

Talent Management

Successful businesses need skilled and
motivated teams: a responsible business
attracts the best talent and earns its loyalty.
Talent management and retention is therefore
one of our key human resources strategies.
Each year, we implement various initiatives and
programmes aimed at helping our employees
grow personally and professionally, thereby
enhancing their ability to serve our customers
in a Simple, Personal and Fair way.

Main group data 2018

Total employees (thousand) 203

% employees with a

permanent contract 96.0

% employees working full time 94.6

Employees joining/leaving (turnover) 15.4

% of workforce promoted 8.6

Average length of service (years) 10.3
% coverage of collective agreements 70.6

For additional

information,
see 'Key metrics'
section of this chapter.

Programmes to identify the best talent

* Talent valuation committees. A structured
process to identify our future pontential talent.

* Succession planning for leaders.
Succession planning for the key positions
in the Group to ensure the sustainability
and management control.

* Action Learning Programme Santander
(ALPS). A learning programme aimed
at managerial talents. ALPS develops
leadership and business problem resolution
skills within a collaborative environments.
Management takes partas sponsors.

» Digital Cellar. New methods of recruitment
to understand and attract digital talent,
offering spaces to execute projects (challenges
that Santander faces and wants to solve).

* Young Leaders. Launched in 2018, this
professional development programme,
has involved 280 young employees from
22 countries. Participants were chosen
by their peers, and are engaged directly
with our top executives, giving them the
chance to develop the Group's strategy by
bringing in new ideas and perspective.

YOUNG

OF TOMORROW

Development and mobility programmes

* Global Job Posting. Offers all employees
the chance to apply for vacant positions
in other countries, companies or divisions.
Since its launch in 2014, over 4,000
positions have been published globally.

28 &Santander 2018 Annual Report

* Mundo Santander. Our employees can work
for several months on a projectin another
country, promoting the exchange of best
practices and broadening their global vision.
Since its launch, 1,907 people in 28 different
countries have taken part.
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New business environment

p Santander, a great company to work for
|

The talent, commitment and motivation of our
202,000 employees is the basis of our success.

In 2018 Santander received Top Employers
Europe 2018 certification which acknowledges
the working conditions companies create

for theiremployees. The Group received
certification for Santander Spain, Poland (Bank
Zachodni WBK), the UK and its Santander
Consumer Finance units in Austria, Belgium,
Germany, Italy, the Netherlands and Poland.

Likewise, in 2018 Great Place to Work recognised
Santander as one of the best financial
institutions to work in Latin America. Santander
ranked 20th in the Best Multinationals Ranking

Leadership commitments

and ranked in the top 3 of the best financial
institutions, thanks to the performance of our
operations in Argentina, Brazil, Chile and Mexico.

This 2018 Great Place to Work certification marks
a further step forward towards our objective of
becoming one of the best companies to work

for. It reflects the huge efforts we have been
making across all countries to become a more
attractive organisation thatis capable of attracting
and retaining the finest talent, in turn allowing

us to help people and businesses prosper

while making us a more responsible bank.

We know that Leadership is fundamental to the
pace of our culture change. Having great leaders
helps us to change faster and make the change
with more stable and lasting foundations.

S D i

Being open Inspiring and executing
andinclusive transformation

Leading
byexample

In 2018, more than 300 colleagues in 28
countries or units across Santander Group
have contributed to identified and define
our new leaderships commitments.

=

Encouraging
the team toprosper

In the last few years, Santander has undergone various restucturings
that affected jobs and employment. Wherever this has happened, we
have followed a series of steps, namely:

« Participation is facilitated and negotiations take
place with the employees' legal representatives.
We engage closely with employees' legal
representations.

* The legal regulatory minimums for redundancy
payments are exceeded. We help individuals
relocate and find new work.

« Social plans that have been presented include aid
for relocation and actions to give themaximum
support for the employability of those affected.
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Knowledge and development

Continuous learning is key to help our employees
adapt to a fast-paced, continuously changing work
environment. In 2018 a global policy on induction,
knowledge and development was developed and
approved.

This provides criteria for the design, review,
implementation and supervision of training to:

- Support the business transformation.

+ Encourage global talent management,
facilitating innovation, knowledge transfer and
sharing and identifying key employees in the
various knowledge areas.

The ‘Never Stop Learning’ strategy

) 4

Global Knowledge
campus:

a training space to
share knowledge and
best practices.

programme:

p Leaders Academy Experience

Leading by Example

a training programme that
helps leaders identify the
role that they should play to
implement the SPF culture.

+ And supports the company's cultural
transformation under the governance
standards set for the Group.

Main group data 2018
Millions invested in training 98.7
Investment per employee (euros) 486.8
% employees trained 100.0
Hours of training per employee 33.8
% of e-learning hours 481
Employee satisfaction (over 10) 8.0

)

Santander Business
Insights:

a series of conferences that
combine internal and external
visions to sensitise employees
to the importance of certain
behaviours in their daily work.

This is a new training plan to make it easier for leaders to transform the
Group, to equip them with the tools and training they need to accelerate
change, and to set an example for their teams and the organisation.

This consists of a four stage learning journey, one sesion held per quarter, focusing
on people and an inclusive worforce, new ways of working and business models

in the digital age, the "new normal" and how to be great leaders.

In 2018 three conferences, 12 virtual sessions and four workshops were held.
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For additional information,
see 'Key metrics' section of
this chapter.
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Evaluation and remuneration

We have a comprehensive remuneration system,
based on principles approved in 2018 (see
Corporate governance chapter of this annual
report). It combines a fixed salary (which reflects
the individual's role and level of responsibility)
with short- and long-term variable remuneration.
This rewards employees for their performance
on the basis of merit. It reflects what has been
achieved (group targets and individual or team
targets) and how these results are obtained
(reflecting behaviour and conduct such as
leadership, commitment, development and risk
management). In addition, the Group also offers
pension plans and other benefits such as banking
products and services, life insurance and medical
insurance.

Fixed remuneration is determined by reference
to the local markets. Remuneration levels are
set according to local practices and strictly
follow the collective agreements applicable

in each geography and community. Variable
remuneration is a form of reward for achieving
the Group's quantitative and qualitative strategic
targets.

MyContribution

Our employee evaluation modelis

designed to reinforce the key role that the
corporate culture has in driving the Group's
transformation. The model and has an impact
on employees’ variable remuneration.

In 2018, this model was applied to all the Group's
executives, and it has been extended to other
employees in different geographies and in the
corporate centre. In addition, fora group of
managers (8,000 people from all geographies in
which Santander operates), the corporate bonus
schemes takes into account the achievement of
strategic targets related to customer satisfaction

Furthermore, to meet European regulations

on remuneration, we have identified 1,384
people who take decisions that may involve
some risk for the Group and applies to them a
deferral policy for their variable renuneration
with includes deferral of between three and

five years, payment in shares (50% of variable
remuneration) and potential reduction (malus) or
recovery (clawback).

Main initiatives developed in 2018:

- Review, together with the compliance function,
of the local systems of variable remuneration
of sales force (linked to the quality of service
and behavior with customers).

For additional information regarding
remuneration data see ‘Key metrics’
section of this chapter.

For aditional information regarding
board remuneration see section 6 of
the Corporate governance chapter.

- Reinforcement of the elements of risks linked
to variable remuneration.

- Adoption of the necessary methodology for
a consistent analysis of the gender wage
gap, including gender wage equity for the
performance of the same function.

and loyalty, risk management, the capital base
and the risk-adjusted return. Remuneration
therefore reflects what an individual has
achieved as well as how he or she has behaved.

What we do
60%

« Group targets

How we do it

* Leadership
» Commitment * Team targets
* Development * Individual targets

* Risk management
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Diversity & Inclusion

If we are to understand modern society, we
need a diverse and inclusive workforce that
reflects society. Managing this talent diversity
in an inclusive way, reflecting our values, will
enable us to attract, develop and retain the best
professionals and to achieve better results in a
sustainable manner.

We have defined our general principles on
Diversity & Inclusion (D&l), with the aim of
serving as an ‘umbrella’ for all local initiatives as
well as setting minimum standards for countries
in their action plans, which will further improve
diversity and inclusion in Santander. These
general principles have been incorporated into
our corporate culture policy as a key enabler to
consolidate the cultural transformation.

To ensure appropriate management and promote
diversity and inclusion at Group level we have
created two working groups:

- A Global D&l Executive Working Group with
business influencers and decision makers from
different geographies and functions to develop

2018
% of women employed 54.5
% of women in management positions 20.5
Average age of the workforce 38.8
% Employees with a disability* 1.7

A. US and Mexico not included.

and give direction to Group diversity and
inclusion strategy.

- A Global Network of D&l experts with
representatives from the countries (operational
team to share practices and be the transmission
chain at a local level).

Additionally, in order to foster an inclusive
leadership and to help to raise awareness,

we have launched a global D&l online
training based on learning experiences where
participants will get to explore how to shift
mindset and develop new skills.

In 2018 the following diversity and inclusion plans were
approved to be implemented across the Group

Gender

* Talent selection: improve or
at least mantain male/female
ratio in divisions in selections for
leadership positions.

« Talentidentification: increase
the percentage of womenin
the pipeline for succession
planning in order to meet 2025
commitments.

* Eliminate gender pay inequality
for those holding positions at the
same level and department.

* Scorecard reflecting diverse
representation for leaders.

* Supportwomen growth by

32 & Santander

cross function mentoring and
development programs.

* Actions to support maternity
and parents.

Culture+ identity

Disability

* Cultural Diversity Mapping.

« Continue to reinforce
Flexiworking by facilitating
flexibility measures that
promotes a better work-life
balance.

* Affinity Groups.
Minorities represented
in different employees'
networks.

2018 Annual Report

* Mapping and monitoring in all
geographies. Include topic at
the agenda of local boards.

» New programs to promote the
hiring of people with different
disabilities.

Enablement

» Making sure employees
are aware of D& Training &
Awareness programmes.

85%

of employees believe
Santander treats employees
fairly regardless of their

age, family, marital status,
gender identity, expression,
disability, race, colour, religion
or sexual orientation.

+4vs 20174

A.2018 Global engagement survey

Further information regarding diversity
in the Group available in 'Key metrics’
section of this chapter.
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Gender equality

Equal opportunities between men and women

is a priority throughout the Group. We are
promoting multiple initiatives in order to achieve
effective equality between men and women at all
levels.

The equal pay gap compares women and men
who have the same job, level and function. In
Santander this is very small. The gender pay

gap (GPG) takes into account aggregate data

of remuneration of men and women. Here,

we still have a lot to do in terms of increasing
representation of women at senior management
levels (where remuneration is higher and gender
diversity is still low). Changing this is a priority
for the Group. This is why we have established
specific diversity objectives for our top-level
executives.

Gender pay gap

31%

Gender pay gap measures the difference in pay, regardless
of the work’s nature, in an organisation, a business, an entire
industry or the economy in general.

GPGiis calculated as the difference of the median of the
compensation paid to male and female employees expressed
as a percentage of the median of the male compensation.
For this calculation, compensation includes base salary

and variable remuneration, excluding benefits/in kind
remuneration or local allowances.

Reported figures are from a study conducted in 2018 (on
the basis of 90% of the workforce), based on full-year 2017
compensation data updated to include 2018 compensation
projections.

£

Banco Santander leads the Bloomberg
Gender-Equality Index made up of 230
companies from different sectors

0 0000O0O0O0O0OO0O0CO0OOO0®O0

For the second consecutive year Santander has obtained the highest score out of the 230
companies that form part of the Bloomberg Gender-Equality Index, which evaluates the

performance of companies in gender equality.

At the board level, 33% of members are women
(December 2018). In February 2019, the board
agreed to increase our current objective of
women representation of 30% (which we have
had since 2015) to equal presence (between 40%
and 60%) in 2021.

In order to address the gender pay gap, we

have established a methodology based on best
practices, establishing common guidelines for
both the Group and local units on how to address
the pay gap. Likewise, local action plans have
been promoted with periodic monitoring and
control plans.

The bank also needs to have more diverse talent
in STEM skills (Science, Technology, Engineering
and Mathematics) - and to do so without harming
gender diversity.

I
Equal pay gap
o
3%
Calculation of equal pay gap compares employees of the

same job, level and function. This allows to compare like for
like jobs.

Factors included in the Group's local policies which may
impact compensation gap between male and female such
as tenure in position, years of service, previous experience
or background have not been considered to mitigate the
reported figures.

95.32

points out to 100

0

0

piikeiinaadvinsmtiknluwintvinitutnlutnint

0 0

Our commitments
Gender diversity
2025 > 30%'

Cultural diversity
(Different educational
background, experience

in different sector,
international experience, race)

2025 > 70%

1. In top executive positions.
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Employee experience

Keeping our workforce motivated is key to ensuring their
commitment and success in helping people and businesses

to prosper. At Santander we do it by implementing measures
that encourage listening, work-life balance and a healthy and
personally fulfilling environment.

]

Speaking up / active listening

If we are to build a responsible bank, everyone should feel able
to speak up, not just to suggest how to improve doing things, but
to alert management when things go wrong, or when there is
suspected malpractice.

Listening—> Speak up —>Take action

Global engagement survey

Tracking our employees' satisfaction via the engagement survey is
fundamental for our Group, as it enables us to continue to progress
towards being the best bank to work for.

2018 results show that our team is proud of working for Santander and
committed to continue making a bank thatis more Simple, Personal and
Fair. The results also show a significant improvement in the perception
that the Group promotes a culture that fosters diversity and which
focusses on results. Important areas of improvement include the need
to continue improving our processes to make them simpler and more
transparent, giving the resources required to ensure the job is done as
efficiently as possible.

Ethics channels

In 2078 we have implemented several
initiatives to encourage people to speak
up and we have created new ways to
protect confidentiality and whistleblowers
anonymity. We have worked on a project

to develop a single ethical channel,

through which employees will be able ©,

to report breaches both of the Code of e

Conduct and our Simple, Personal and Fair For further
corporate culture. This channel will be information see
managed by an independent third party, section 7 of Risk

in order to ensure confidentiality and the management chapter.

anonymity of the complaint.
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Speak Up

88%

of participation
+4vs 2017

82%

of employees committed
+5vs 2017

84%

of employees are
satisfied with Santander
as a place to work.

+9vs 2017

88%

of employees believe
Santander acts responsibly
in the way it does business
+1vs 2017
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New ways of working

We promote the transition towards a more flexible way of working
that enhances the work-life balance of our employees.

Our corporate flexiworking policy, applicable to the entire Group,
includes a set of measures to which each person can benefit based
on their personal needs and their professional situation. These
measures refer to:

+ How we organise the working day (flexibility and time):
schedules of entry / exit, alternative configurations to the day,
regulation of vacations, guides and recommendations for the
rational use of mail and meetings.

+ Where we work from (flexibility in space): working remotely,
teleworking.

In addition, through an agreement signed with the representation
of workers, Santander has committed to promoting a rational
management of working time and its flexible application, as well
as the use of technologies that allow a better organisation of the
work of our professionals and that includes the right to digital
disconnection.

Likewise, we are also redesigning our offices to obtain a new work
space that better encourages collaboration.

82%

of employees indicate
that their direct manager
helps them reach a
reasonable balance
between personal and
professional life.*

’
q

-

84%

employees indicate that their
direct manager facilitates
flexibility in the work team.*

A.2018 Global engagement survey results.

Culture of recognition

The StarMeUp initiative is a global recognition network that
allows employees to appraise employees who lead by example by
championing SPF behaviours.

In 2018, one and a half million StarMeUp stars have already been
given by Santander’s professionals to other colleagues. This is
proof of how the culture of recognition is being consolidated in the
Group.

This year, we have reached more than 132,000 active users of
StarMeUp in the Group, 11% more than the goal set during the first
months of 2018, and we have already given 689,000 stars to our
colleagues.

StarMeUp

1.5

million stars given
by employees

w

7 \=
3 4

T~

MAKE THEM | Star &
SHINE IN | M€ up
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Volunteering

Volunteering builds a strong team spirit and a sense of
purpose — while also helping the communities in which

we operate. Thanks to our corporate volunteering policy,
employees are entitled to spend a certain number of working
hours each month or year volunteering.

In 2018 our legal services, in line with the strategy and culture
of the Group, have launched Santander Legal Pro Bono. This
challenge requires our lawyers to provide voluntary and
unpaid work, using all their knowledge and professional

skills to support non-profit social, cultural or educational
organisations that cannot afford legal services, and whose aim
is helping persons in a situation of social vulnerability.

Likewise, in headquarters, throughout December, we
developed ‘ideas marathons' (related to communication

and marketing, technology and systems, human resources),

at which our team helped various NGOs to improve their
identity and brand image, their presence on social networks
and branding, as well as their organisation and analysis of
data. We also helped organisations develop their support for
communities — for example, so that one charity which cares for
young people can help train them for the labour market.

Pro Bono activities are part of the Group's corporate social
responsibility and, in particular, in the objective of creating
value for the community in the long-term.

In countries such as Brazil, Spain, the United States, Poland,
Portugal, or the United Kingdom, our employees have also
devoted working hours to promoting financial education and
teaching people to manage their finances in an effective and
organised way.

Likewise, employees also participate in numerous initiatives to
improve the quality of life of people.
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Our Group Executive Chairman Ana Botin, participating in
a chariry toy collection organised in collaboration with the
Spanish Red Cross in Boadilla del Monte, Madrid.

+130,000

hours devoted

+40,000

employees participating
in community activities

Banco Santander, host of the European

Pro-Bono Summit 2018

The Group City hosted the European Pro-Bono and Skills-Based
Volunteering Summit, the leading international congress in
this field. The gathering was attended by over 130 people

from around 20 countries across five continents, addressed

by more than 35 international speakers on how to leverage
employee talentand generate a positive social impact.
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Health and occupational risk prevention

Santander has an occupational risk prevention plan available to all
the employees on the corporate intranet.

We are aware that one of the important aspects of motivation,
commitment and real equality for our employees is the balance
between personal and work life.

Santander continues to promote a healthy and work-life balance,
through policies and services to address the personal and family
needs of our employees. Our General Code of Conduct highlights
the importance of promoting a working environment that is
compatible with personal and family Llife.

In addition, within the New Ways of Working initiative, Santander
has designed the new work spaces and their equipment, both from
the ergonomic perspective and from the safety aspect.

3.7%

Absenteeism rate*

10,367

thousand hours
missed due to non-
working related
illnesses & accidents

0.5%

Work-related
illness rate®

, BeHealthy

|

BeHealthy

In Santander, the health of our people is the health of our
company. This is why we have a commitment to be one of
the healthiest companies in the world, and offer employees
health and wellness benefits, and raise awareness on

this topic, through our BeHealthy programme.

In 2018 we partnered with The Leadership Academy of
Barcelona to launch a digital space where employees around
the world can access training on the four pillars of BeHealthy:
Know your numbers, Move, Eat well, and BeBalanced. In this
space employees can access the flagship training programme
called Sustaining Executive Performance where they can find
the keys to achieving improved performance, both personally
and at work, by through encouraging healthy habits.

Also, in 2018 we signed a global agreement with an innovative
company called Gympass that offers colleagues the chance to
benefit from over 40,000 affiliated health and wellness centers
across the globe for one membership, offering a wide range of
activities from gyms, cross-fit, dancing, yoga, pilates, among
others.

For additional data

disclosure, see ‘Key
metrics' section of

this chapter.

A. Hours missed due to occupational accident, non-work related illness or non-work related accident for every 100 hours worked.

B. Hours missed due to occupational accident involving leave for every 100 hours worked.
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Responsible business practices

Being responsible means offering our customers products and services that
are Simple, Personal and Fair. We need to do the basics brilliantly and, when
things go wrong, we need to solve problems fast and learn from our mistakes.

Products and services commercialisation

and consumer protection

Our Product Governance and Consumer
Protection function, within our Compliance and
Conduct area, designs the crucial elements for
the appropriate management and control of
marketing and consumer protection.

In this context the Group has a commercialisation
committee, whose objective is to prevent

the inappropriate distribution of products

and services and to ensure the protection of
customers by validating products and services. It
also has a monitoring and consumer protection
committee, which monitors the products and
services we already have in the market and
ensures that customers’ needs are met and

their rights are protected throughout the entire
product life cycle.

Additionally, our corporate consumer protection
policy sets out the specific criteria to identify,
organise and execute the principles of consumer
protection for our customers, and also sets

out the specific criteria for the control and
monitoring of compliance.

Corporate consumer protection policy:

Financial education

Financial education is a key element in the
relationship with our customers and is part of
our principles of consumer protection. We are
committed to promoting financial knowledge,
educating on how to use banking services
effectively and generating more confidence and
security in their use.

In order to structure this activity and ensure
homogeneous principles of conduct across

all financial education initiatives, we continue
working on the design and development of some
best practice guidelines applicable to all these
initiatives, in line with the criteria of supervisors
and regulators.

For more detail on product
governance and consumer
protection see 'Risk
management’ chapter.

For more information on
financial education see
‘Community investment’
section of this chapter.

principles of financial consumer protection

5 a

Treat Customer Complaints
fairly handling
@

Responsible Financial
pricing education
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New business environment

é: Vulnerable customers

The Group has worked on standards and
good practices when dealing with vulnerable
customers and preventing over-indebtedness.
This enables us to transmit to all business
units, standards of action to promote

the definition, identification, treatment

and management of clients in special
circumstances and apply solutions that suit
their specific needs, to proceed in their best
interests and always offer viable solutions.

These standards and good practices will

be included in a corporate guide that will
establish, among other, a common definition
of vulnerable customer and prevention
measures of over-indebtedness.

p We adapt quickly to market changes
—

After the financial reform carried outin Mexico,
a specific complaints channel was created so
that customers could raise their complaints
about certain activity cases of the recovery
agencies.

In response we evaluated the treatment of
customers throughout the Group in order to
identify possible improvements in this process
and share good practices among all business
units.
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Operational excellence and customer satisfaction

We are consistently tracking our customers’
views and their experiences with Santander. This
data reveals where we can improve our services
further, and helps us gauge customers' loyalty
to Santander. More than a million surveys are
conducted annually.

Customer satisfaction

To ensure that the entire Group remains focused

on the customer, customer satisfaction has been

included as a metric in the variable remuneration
systems of most of the Group’s employees.

% satisfaction among active retail customers

95.7% 94.9% 2018 Target 2018 Achievement
89.0% 87.0% to rank among the This year, the Group is in the
top 3 for customer top 3 for customer satisfaction
satisfaction in main in seven countries
markets*
7 o¥e)
TO P countries in QQ @
Branch Telephone Internet Mobile competitors the top 3 >
A. Exceptin US.
Customer satisfaction by countries
RANKING 5 1 2 3 3 3 3 1 9
Lsatisfied  833%  79.6%  85.8%  871%  97.8% 97.5%  913%  97.0%  83.3%
VN V' N VN o VN VN o VN VN o
ARGENTINA BRAZIL CHILE SPAIN MEXICO POLAND PORTUGAL UK us GROUP

B. Internal benchmark of active individual customers' experience and satisfaction. Data at 2018 year-end. Audited.

New, redesigned branches are transforming customers' experience

With initiatives such

as WorkCafé in Chile,
Smart Red in Spain
and the digital branch
in Argentina, our

new branches are
transforming customer
experience in nearly
1,000 locations.
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are

20%

more productive

generate

96%

customer satisfaction

Increase brand visibility
and engagementwith
communities
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Complaints management

We don't simply aim to address complaints, but
to learn from them - tackling the issues that
gave rise to complaints in the first place. The
Group procedure for complaint management
and analysis aims at adequately handle any
complaints submitted, ensuring compliance with
the local and sectoral regulations applicable,

Root-cause analysis has been reinforced with

the application of Group methodologies and
standards. In addition, reporting and governance
in all units has been completed in order to identify
recurrent or systemic incidents or problems that
could generate detriment in customers, to correct
their original causes.

and to provide customers with the best possible
service.

Listen
- We consider it essential to listen carefully to our
customers’ questions, complaints and claims.

Analyse
- Review and understand the customers' needs.

We listen to
our customers,
as their loyalty
to Santander

ot generates
- According to the nature of the complaints, provide sustainable
innovative solutions. returns.
Improve
> Apply the improvement globally.
Type of complaints Average resolution time Resolution
% % %
12 H Banking procedure
5 22
Loans
H<10
\ Investments 31 69
Payment methods 65 10-30 days In favour of In Favour
27 31 Insurance >30 days the customer of the Bank
3 Other

£us

In the US, the Santander complaints management
team has evolved significantly and improved complaint
management. This in turn has led to improved
customer satisfaction through the developmentof a
new methodology to identify vulnerable customers.
This new development allows us to support those
vulnerable customers accordingly and to provide them
with a solution in keeping with their circumstances.

p Mexico

In Mexico, we have launched a new app that allows
customers to submit claims for charges not recognised
for purchases made with a card. This process will reduce
the time in which a clarification is recorded by up to 60%,
and makes it possible to track any report, even if it has
been initiated by other channels. The customer's balance
is not affected while the claim is being resolved.
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Risk culture

Managing risk prudently is a cornerstone of a responsible bank. This
requires clear policies, processes and lines of accountability — all
backed by a strong culture that reflects the fact that in a bank like
Santander, everyone has a role to play in managing risk.

Our risk management and compliance model is
key ensuring we operate and behave in a way
that reflects our values and corporate culture,
and delivers our responsible banking strategy. It
is based on three lines of defence:

1. business and support units,
2. risk management and compliance,
3. internal audit.

The board of directors is responsible for the risk
control and management, and, in particular, for
setting the risk appetite for the Group.

Of particular interest in the area of responsible
banking are risks related to compliance, conduct,
digitalisation and climate change, as well

as the analysis of social, environmental and
reputational risks.

Risk culture as part of our

corporate culture - Risk Pro

Risk management is underpinned’ by a shared
culture that ensures that all employees
understand and manage the risks that are part of
their daily work.

Santander’s strong risk culture is one of the main
reasons the Group has been able to deal with
changes in the economic cycle, new customer
requirements and the rise of competitiveness,
and the reason why Santander has earned the
trust of its employees, customers, shareholders
and society as a whole.

Against a backdrop of constant change, with new
types of risk emerging and increasing regulatory
requirements, the Group maintains an excellent
level of risk management that enables it to
achieve sustainable growth.

This involves prudence in risk management

and building a sound internal risk management

culture across the whole organisation, which is

understood and implemented by all employees.

1.TAMRISK in UK and US.

42 &Santander 2018 Annual Report

The risk pro culture is reinforced in all the
Group's units by the following initiatives:

-Employee life cycle. From the selection and

hiring phases and throughout their professional

career, employees are made aware of their
personal responsibility for risk management.

+Risk management is included in all employees’
training. The Risk Pro Banking School and
Academy help define the best strategic training
goals for our professionals in accordance with

Group priorities, in addition to disseminating the

risk culture and developing the best talent.

+Risk culture awareness, its understanding and

embedding has been driven globally and locally

through the various initiatives.

«Communication. The conduct, best practices

and initiatives that exemplify the risk culture are

disseminated through various communication
channels, leadership direction and individual
actions.

+Risk culture assessment. The Group performs
a systematic and ongoing assessment of

the risk culture to detect any potential areas
for improvement and implement action

plans. This has involved the simplification

of global indicators used to assess the level
of penetration and dissemination of the risk
culture within the Group.

-Governance. The risk culture and risk
management are underpinned by sound
internal global culture and risk management
governance.

+Advanced Risk Management (ARM). ARM is a
reflection of the importance of having a robust
risk culture. For the Group, it is a priority aspect
for its long-term goal for remaining a solid and
sustainable bank.

risk pro

...Everyone’s business

For more information,
see the Risk
management chapter.
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Embedding risk management into the employee lifecycle

o
Talent selection & profiling 93 /0
* Risk within Recruitment practices of employees claim that they
« Risk included in Onboarding are able to identify and feel

responsible for the risks they
face in their daily work.*

Growth and Development

« Group-wide risk pro A.Global engagement survey 2018
e-learning completed by
132k employees and new
employees in 2017

Inspirational Leadership

» Top management
engaged in risk

« Alignment with The
Santander Way

* Increase in risk management
training through Risk pro
banking schools, Academies

risk pro

...Everyone’s business and The Santander Way
training
Daily work
*10% risk objectives included in « Unique Risk Portal as a single
employees performance assesments information point
* Risk recognition « Simplifed risk policies

» Ongoing awareness +
understanding

p Cyberrisks

Cybersecurity is critical in the digital To address this, in 2018 we have continued
age. Cyberattacks and fraud risks pose to strengthen our digital defences through
systemic risks to financial services. the new cybersecurity framework. As our
Customers expect their data to be employees are our first line of defence,
held securely and handled ethically. we have launched a new cybersecurity

and IT conduct policy that provides five
simple rules to help protect employees
and Santander from cybercriminals.

~ @ (D Gesees)
0 0% o -

Think before you If you suspect Be discreet online Keep your Protect your
click or reply it, report it and in public passwords safe information and
equipment
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Shareholder value

Our aim is to build lasting loyalty among our more than four millions shareholders
by aiming to deliver sustainable growth, predictable profits and transparency.

Creating value, building loyalty

Our approach is to earn the lasting loyalty

and confidence of our more than 4,1 million
shareholders in 170 countries. As a responsible
banking, transparency and engaging with
investors and shareholders is a priority.

We are addressing key shareholder issues as
follows:

» Principle of one share, and one vote and one
dividend.

+ No defensive mechanisms in the Bylaws.

» Encouragement of active and informed
participation at meetings. In 2018 Santander
broke its record for participation at the general
shareholders' meeting (quorum of 64.55%).

« Use of new technologies to improve processes.
Blockchain was used for investor voting at the
2018 annual general shareholders' meeting.
This enhanced global proxy vote transparency
and increased operational efficiency, security
and analytics, which is beneficial for investors,
issuers, agent banks and custodian banks.

Meanwhile, we remain in constant
communication with shareholders, sharing
relevant information in a timely way whith them
(as set out in our policy on communication and
contact with chareholders, institutional investors
and Proxy Advisors). In 2018, we launched a
‘Virtual Customer’ channel so shareholders

Capital distribution by shareholder type

can hold virtual one-on-one meetings with the
Shareholder and Investor Relations team.

Shareholder remuneration
In 2018 the Santander remained one of the most
profitable banks in the world.

« In a trading environment of high volatility,
we have met all the financial targets we set,
increasing shareholder remuneration to 23 cents
per share in 2018".

« This represents an increase of 4.5% per year of
the total dividend per share, with a 9% increase
in cash per share'.

« In a difficult environment, the main indices and
the Santander share ended lower. The Santander
share was down 27.5%, while Stoxx Banks fell
28.0%. Santander's total shareholder return was
24.3% lower.

» On 31 December, Santander was the number
one bank in the Eurozone and in the sixteenth-
largest bank in the world by market cap - at EUR
64,508 million.

« At year end, Santander had 16,236,573,942
shares outstanding and posted daily average
trading of 74.7 million shares in 2018, the most
liquid in Europe.

Capital distribution by geographic location

1.1%

59.1%

39.8%
Board*

M Retail shareholders
M Institutional investors

11%

71.3% 21.6%

Americas
o Europe
M Rest of the world

A. Shares owned or represented by directors. For further details on shares owned and represented by directors, see ‘Tenure,
committee membership and equity ownership'in section 4.2 and subsection A.3 in section 9.2 'Statistical information on
corporate governance required by CNMV' in the Corporate governance chapter.
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4131

million shareholders

EUR 3,724

million total remuneration’

EURO0.23

euro/share

Dividend per share:

4.5%

increase vs 2017

Earnings per share:

1%

increase vs 2017

Remuneration in cash’

Euros per share

20 [ o>

2017 | o186

2016 0.167

1. Total divided charged to 2018 results

is subject to 2019 AGM approval

For more information
on shareholder
transparency &
remuneration,
please see section

3 of the Corporate
governance chapter.
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Awards and Environmental Social

recognitions commitment commitment

I I —

The performance of our Shareholder In 2018 we have worked to reduce In collaboration with the Universia

and Investor Relations team was the carbon footprint - left as a result Foundation, in 2018 Santander awarded
recognised by prestigious industry of the trips to and from the annual 58 Capacitas grants to shareholders and
publications such as IR Magazine and general meeting - by 52% compared their families to support disabled people
Institutional Investor and it gained to 2017. Likewise, this footprint integrate into socety and find work.
prominent positions in the Extel survey. has been offset continuing the

programme established in 2016.

Engagement with shareholders,
investors and analysts

— - -
The shareholder and investor relations team 391,926 1,1 34
had the following priorities in 2018: shareholder and investor contacts with institutional
consultations through studies investors
- Maintain continuous, fluid communication as well and qualitative surveys
as the dissemination of relevant information to our
stakeholders, fostering a flowing dialogue. -

252

- Optimise and enhance the Group’s reputation in the markets.

166,149

meetings with shareholders queries managed by

- Enhance personalised service to shareholders
and seek their opinions.

email, phone, WhatsApp
and online meetings

- Facilitate the participation of shareholders at - -
the general shareholders” meeting.
: 9 4000 53
- Offer exclusive products and benefits through communications sent using meetings with ESG

- . i igi h
yosoyaccionista.santander.com website. mainly digital channels

p Evaluation of Santander by ESG indexes and analysts

investors and analysts

Santander sustainability performance is e L
periodically evaluated by well regarded indices (e A M | Sﬁuearlﬂasl‘;lz&;

and ESG analysts.

FTSE4Good
These evaluations and their results are used
internally to measure our performance and find ~ Others ESG analyst valuations'
improvement opportunities. Vs. Sector
Rating/Scoring 2018 Vs. last year 2017 average
In 2018, our‘resu‘lFs stand out in the Dow 1SS-0ekom C - C N
Jones Sustainability Index, where Santander
ranked third bank in the world and the firstin Mscl A -~ BEB -
Europe. Santander remains a constituent of the Sustainalytics 70 a 68 >
FTSE4Good Index Series. . .
Vigeo Eiris 57 a 46 >
Santander is also evaluated by ESG analysts 1. Source, latest rating /scoring available at the end of reference period: Sustainalytic ESG
: : H F _ Score relative to our peers at Nov 2018 and Dec 2017; ISS-oekom rating at Dec 2018
such as Sustainalytics, Vigeo Eiris, IS5-oekom and Jan 2018. Vigeo Eiris ESG overall score at Dec 2018 and Dec 2016; MSC ESG Ratings
or MSCI. assessment (on a scale of AAA-CCC) Oct 2018 and Oct 2017.
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Responsible procurement

Our suppliers throughout the world also have an impact on communities
and the environment. So we expect our suppliers operate in an ethical
way, upholding the ethical, social and sustainable standards as we do.

We have a model and policy for managing our
suppliers, setting out a common methodology
for all countries to follow when selecting,
approving and evaluating suppliers. In addition
to traditional criteria such as price and quality
of service, sustainability issues are included in
this methodology. Where necessary, both the
supplier and Santander are advised to change
processes and practices.

In 2018, we have strengthened the principles
of responsible behaviour for suppliers, which
have been included in our supplier certification
policy. These principles establish the minimum
principles that we expect from our suppliers in
the areas of ethics and conduct, social matters
(human rights, health and safety and diversity
and inclusion) and the environment. These
principles are aligned with the ten principles of
the Global Compact.

Likewise, we have a whistleblowing channel
for suppliers, through which any supplier that
provides services to Banco Santander, S.A. or
its subsidiaries are able to report inappropriate
conduct by Group employees which breaches
the framework of the contractual relationship
between the supplier and Santander. This
whistleblowing channel was implemented in
Argentina, Brazil, Chile, Mexico, Portugal, Spain
and United Kingdom. In 2018, channels were
also established in two more countries where
Santander Consumer Finance operates: Germany
and Italy.

Country best practices

® Santander Totta, certified

as a family responsible ~
company by the Masfamilia
Foundation, recommends that
its suppliers adopt measures to
improve the work-Llife balance
of its employees.
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Santander US, committed
to diversity, works with
business organisations that
support minorities, women and
disadvantaged and local
companies in their supply chain.

1. Supplier certification policy

In 2018, we reviewed our supplier certification policy, and
strengthened our social and environmental criteria. According
to this policy, a supplier is viewed positively if:

Certification:

« They have obtained official certifications related to quality,
environment management, labour relations, prevention
of occupational risks, corporate social responsibility or
similar.

Sustainability standards:
+ They have signed up to the Global Compact or have their
own ethical, social and environmental principles with a
periodic reporting.

+» They have frameworks, policies, procedures, indicator
records and/ or related initiatives on environmental and
social issues.

Code of conduct:
+» They have a code of conduct and its corresponding
governance (deployment, monitoring and control).

2. Risk control

+ We have updated the risks criteria assessment, according to
the Group policies in this area, related to cyber, data privacy,
business continuity, facilities and security.

* In Spain, we have implemented a vendor risk assessment
center in order to ensure a uniform application of our
supplier certification, that will be implemented in other
countries progressively during 2019 and 2020.

Santander Brazil, in 2018,
invited 250 suppliers to
participate in the Carbon

Disclosure Project Supply Chain.
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Principles of Responsible Behaviour for Suppliers

Ethics and conduct

Allactions by suppliers within the Group must
be subject to the principles of transparency
and honesty in any relationship they have
with any public body and private individuals,
and not be involved in any actions associated
with bribery, influence peddling or any form
of corruption in both the public and private
sectors. They shall refrain from actions such
as offering, giving or receiving commissions,
gifts (with the exception of those that conform
to social customs) or advantages of any kind
that could be considered acts of corruption.

In addition, suppliers shall take all necessary
measures to avoid conflicts of interest. The
supplier shall avoid any relationship with
Group management or any other person with
decision-making or influence in relation to a
contractor transaction that they are negotiating
in their capacity as suppliers for Santander.

Santander also expects its suppliers to
have internal ethical policies, standards or
procedures thatinclude at least compliance
with local laws, anti-corruption measures
and initiatives to ensure business integrity.

Social

Human rights: Santander expects its suppliers
to work to support and respect the protection
of human rights in accordance with the
United Nations Universal Declaration of
Human Rights, the Fundamental Conventions
of the International Labour Organization

and the United Nations Guiding Principles

on Business and Human Rights.

This means that suppliers must:

+ Prohibit forced labour and ill-treatment
of theiremployees. This includes a ban
on all trafficking in human beings.

- Ensure the absence of child labour.

- Allocate a living wage sufficient to meet the
basic needs of their employees and ensure
compliance with the regulations in force
in the countries where they operate.

+ Ensure that working hours are not excessive
and that the maximum working day
complies with national legislation.

- Respect their employees’
freedom of association.

Health and safety: Suppliers must comply
with health and safety requirements to
provide their employees with a safe and
appropriate working environment.

Diversity and Inclusion: Suppliers must
undertake to treat all their employees fairly and
equally and not to discriminate on the basis of
origin, race, sex, religion, opinion or any other
personal or social condition or circumstance.

Environment

Banco Santander is firmly committed to
environmental protection and the transition to a
low carbon economy. Santander therefore invites
all suppliers tojoin itin this commitment by:

- Having a sustainability or environmental
policy thatis aligned with the size and
operations of the company and that
addresses the prevention, mitigation and
control of environmental impacts.

+ Implementing environmental
management systems.

- Setting targets for reducing
emissions and consumption.

- Promoting continuous improvement.
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Challenge 2:

Inclusive and sustainable growth

We play a major role

in supporting inclusive
and sustainable growth

Inclusive...

by meeting customers needs, helping entrepreneurs start companies and
create jobs, strengthening local economies, tacking financial exclusion, and
supporting people to receive the education and training they need.

Meeting the needs of
everyone in society

We develop innovative, simple,
and personalised solutions

to respond to customers'
demands and meet the needs
of everyone in society.

Support to higher
education

We have created a world leading
network of universities, through
which we help people access
education and learn new skills.
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Boosting
enterprise

We develop products and services
designed to cater for the needs of
smalland medium-sized enterprises
(SMEs), to help them prosper,
increasing employmentand sharing
wealth more broadly across society.

Community
investment

We run various social programmes
to help local communities
access childcare, financial
education, artand culture.

Financial
empowerment

We develop products and
services for the most vulnerable
and hard pressed in society,
giving them both access to
financial services and the skills
to manage their finances.

Tax
contribution

Wherever we operate, we

pay our fair share in taxes,
contributing to the growth and
progress of the communities
in which we are present.
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Sustainable...

by financing renewables energies, supporting smart infrastructure in the developing world, as
well as agrotech and green tech. We actively support the transition to a low carbon economy.

Sustainable
Finance

We innovate to offer new
financial products and
services that integrate
ESC criteria along three
main lines: sustainable
infrastructures, socially
responsible investment
and climate finance.

Analysis of
environmental and
social risks

We analyse and measure

the social and environmental
risks of our investments, as
well as the opportunities
that responsible products
and services can bring.

Environmental
footprint

We measure our environmental
footprint and we are committed
to reducing our environmental
impact in the countries

in which we operate.
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Meeting the needs

of everyone in society

We want to be the bank of choice for all customers,
including those on low incomes and from vulnerable groups,
offering them the services and products they need.

1|2|3 World and other
engagement strategies

We offer a wide range of simple and innovative
services and products that enable every
customer to manage their finances in the best
possible way.

- 1|2|3 World is our value proposition for
individual customers in Portugal, Spain and
the UK. It allows them to earn interest on their
account balance and money back on spending,
as well as other benefits. In Mexico, we also
developed Santander Plus, the local version
of 11213.

- Santander Life, in Chile, offers an
unprecedented value proposition for the
middle and low income segments.

- In Argentina, the range of Super Account and
Infinity accounts offers different solutions to
meet the differing needs of our customers
including unlimited movements without
charge, savings on card purchases and other
bonuses.

- Santander Bank, in the US, offers Simply Right
Checking, a simple checking account with no
hassles, and no surprises. Also we offer the
Santander Basic Checking Account with no
gimmicks, no minimum balance requirements,
and a low, fixed monthly fee.
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Credit to households

Loans to customers at December 31, 2018, net of impairment losses

— .
millons euros

Residencial 314,017
Consumer loans 156,116
Other purposes 17,562
Total 487,695

Products & services for low income
and vulnerable groups

@‘,@,. Superdigital is a platform that allows customers to
open a digital payments account with which they can operate in a
matter of minutes, without needing to have a bank account. It
provides simplified financial solutions and enables financial access
to all users, including the unbanked and those residing in areas
with little or no bank coverage.

% Our Community Development Finance unit lends to
projects that benefit low-to moderate-income individuals
and communities, primarily through affordable housing
projects, whereby tenants pay below market rent, and many
units are earmarked to individuals with specific needs.

@ We help families with problems to cope with the
payment of hoysing. Since 2011, we have helped more than
140,000 families with financial problems to continue paying
their homes, with specific measures which include: the
suspension of evictions to 9,362 families, without any eviction
since November 2012; donations in payment to 13,760 families;
and more than 134,100 refinancing and restructuring of 112,300
families and 21,800 companies mortgages. In addition, to
facilitate access to housing, Santander has contributed 1,000
homes to the Social Housing Fund, of which 963 are for rent.
On the other hand, we have in social rent other 568 houses
with more affordable rents conditions for families in vulnerable
situation. Santander was the first large financial institution to
adhere to the code of good banking practices in March 2012.

vélé Allfront-line and customer-facing employees are provided
with additional training to help recognise and understand issues
which mightimpact customers, particularly those customers
who are dealing with (or facing) vulnerable situations.
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p SMART RED branches

Our branches are where we interact face-to-face with

our customers. As part of our digital approach, we are
renovating them to create a better customer experience with
an innovative and functional design to make them more
comfortable. We have stripped out architectural barriers to
make them accessible to all and increased the technology
available to provide a more agile and personalised service.

Digital Solutions

Offices

13,217

* @ ‘ G One Pay FX. Is a new

blockchain-based
service for international payments. It allows
our customers to make international

(;’ Digitalisation (Super Net, Super Movil,
Super Wallet) that improves online and

mobile banking platforms to offer customers

innovative and high-quality services.

payments of up to EUR 11,000 per day, ina
quick and easy way.

~ ChatBot Customer Service. This is an

automated customer service solution

@& Mobile payments. We provide all
available mobile payments for credit
cards.

“&~ GPI Swift. This is a certification program

for global payment solutions which
speeds up, and makes it possible to track,
international transactions.

p Blockchain

We are playing an important role in the financial services
blockchain community. One Pay FX was the first blockchain-
based international transfer service launched for private
customers in various countries. We are also a founding partner
of the Enterprise Ethereum Alliance, Alastria, we.trade and
Utility Settlement Coin.

that uses artificial intelligence to understand
and solve customer needs in real time.

Mobile
banking users

32 million

(Users of both internet and
mobile banking count as one.)

p Openbank

In 2018 Openbank, the largest digital bank by balance

sheet size, increased its deposits by 19%, its number of
credits by 90% and its number of customers by 8%, which
already exceed one million users. We have launched new
functionalities to meet our customers' expectations, such as a
robo-advisor (an automated investment service) and a service
to add accounts from other banks.
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Boosting enterprise

Entrepreneurs and small businesses generate jobs
and wealth that underpin inclusive societies. By
helping them, we can help all society to prosper.

Santander SMEs

Our strategy to help SMEs reflects the different
market conditions in the countries where we
operate. We aim to help all sizes of businesses,
both by lending and offering non-financial
support - such as training and access to our
networks. Our objective is not just to be an
SME's bank, but its partner as it grows. We use
our scale to help SMEs find new customers and
enter new markets.

Eur 117,420

million in loans to SMEs
and self employed
professionals

New solutions in 2018

- In Mexico, Santander and the country's
Secretariat of Economy signed an agreement
to make it easier for entrepreneurs
and SMEs to open digital accounts
using a new system which will benefit
18,000 customers in 2019 alone.

- In Spain, Santander launched a fully
digital onboarding service for companies,
which streamlines the process. You
can register from a computer, mobile
phone or tablet in only five steps and
with the same safety and compliance
standards as the paper-based process.

Global digital solutions to boost SMEs growth

Santander Trade, support for Exporters.

To help companies export, we offer them free
online information about markets, partners,
regulations, currencies, and much more.

In addition, companies can access the entire
network of the Group, as well as an exclusive
community of more than three million
exporting and importing business customers
of Santander throughout the world.

Santander Trade also offers webinars and
online seminars taught by the best experts.
And it has a wide network of non-banking
professionals to help companies trade globally.
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Santander Cash Nexus, global connectivity.
This agile treasury management platform
allows companies to digitise the management
of liquidity, collection and payment transactions,
as well as direct debits; and to centralise
information through electronic channels. It
combines our global service with a wide range of
local services, all through a single online portal.

We.trade, simplification of operations.

In collaboration with eight other European
banks and IBM, we have developed the first
trading platform for commercial clients
and their banks based on blockchain.

This platform offers companies a simple
interface that takes advantage of the
innovation of ‘smart contracts’ and opens
the door to new business opportunities.

Santander won
‘Most innovative
use of blockchain in
the financial sector
2018 award in the
Blockchain Expo
Europe.
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Agreements with multilateral entities to boost financing to SMEs

In Spain in 2018 Santander signed four new agreements with the
European Investment Bank (EIB) to provide financing to SMEs
on advantageous terms, for a total amount of EUR 875 million.

In Brazil the Group also signed, with the Development Bank
of Latin America, a line of credit for CAF SMEs controlled
by women, for a total value of EUR 42 million.

In total, in the last 3 years, the Group has signed agreements
with multilaterals such as EIB, EBRD, IFC, CEB and CAF

to offer financing lines to SMEs in Spain, Brazil, Poland

and Portugal for a total value of EUR 3,870 million.

Non financial solutions programs for SMEs

United
Busine

tates
sFirst:

Mexico %Portugal

Santander ‘Santander Advante
Pyme
razil
Chile -Programa Avancar
Santander Pyme .
Advance | 7Argentina

Santander Rio Advance

We also offer

additional non financial
solutions to boost the
internationalisation,
training, employment and
digitalisation of SMEs.

This includes basic and
advanced business
management courses,
as well as lectures

and masterclasses to
improve their financial
management skills,
teaching them how to
use the different financial
tools and services
available to them to
promote and grow their
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Financial empowerment

We help people get access to finance, set up or grow
microbusinesses, and give them the skills to manage their finances.

Financial empowerment
boosted by digital technology

We want to give everyone access to financial
services, regardless of where they live, age or
financial situation. Digital technology helps us

to offer thousands of people not just a bank
account, but also education in financial matters.
Data helps us tailor our products and services to
their individual needs. What's more, by banking
online, our customers have the peace of mind
that they don’t need to carry cash - and can make
payments more easily.

Example 1:
Digital solutions

Superdigital is a Santander platform that
allows users to make deposits, withdrawals
and payments without the need to have a bank
account.

Products and services that
meet the needs of every
community

We offer microfinance services to low income
and underbanked entrepreneurs to help them
set up small businesses, which are the driver of
economic growth and social mobility.

Promoting financial education
Our objective is not merely to help people open
bank accounts, but to ensure that they have the
skills to manage their finances, and can make
the right choices about the products and services
that suit them.
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Traditional banking + Digital banking

Branches and ATMs Internet + Mobile banking

—~———

Guaranteeing access for all segments

- Sparsely - Low-income > Most -> University
populated communities vulnerable  students
communities groups

Example 2: Example 3:

Working with others Sparsely populated regions
I T

In Mexico, Santander offers In Spain, Santander has 526
customers the possibility of carrying branches and 114 agents

out basic transactions through more establishments in sparsely

than 19,000 stores such as Oxxo, 7 populated regions with under
Eleven and others. 10,000 inhabitants.

cor 160 mition +273,000

in outstanding credit to micro-entrepreneurs
micro-entrepreneurs at supported in 2018
the end of 2018

+360,000

People benefited from
financial education
programmes in 2018
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Main microfinance programmes supported by Santander

Tuiio

[J Launched in 2017, TUIIO offers products
and services specially designed for low-
income and underbanked population.

@ o Prospera

Santander is recognised as the

1,7 billion
unbanked people
in the world, of
which 200
million are in
Latin America.

Source: World Bank

leading provider of microcredits
among the private banks in Brazil.

o) Microfinance in Santander Rio
Since 2015, Santander has offered
productive microcredits to customers
of its financial inclusion branches.

PROSPER2

Santander Microcrédito

- Productive and oriented microfinance model.

- Focus on those who do not have access to the formal
financial system.

- Micro-loans are granted to neighbourhood groups
composed of 3 or 4 micro-entrepreneurs.

- 65% microcredits are received by female heads of
household.

- Average loan: 600 euros.

- Average term: 7 months.

Cleonice, Brazil.

tuno

FINANZAS DE TUATU

- Financial inclusion program aimed at promoting a social
impact in the communities.

- Focus on the support and development of productive
activities.

- Micro-loans are granted to community groups composed of
at least 8 micro-entrepreneurs.

- Average loan: 400 euros.

- Average term: 4 months.

Since when she was a little girl, Cleonice liked to see her mother
sewing. She started helping heratan early age.

Today Cleonice makes clothes, has three employees, a shop and a
sewing room. Prospera supported her with the renovation of her
workshop and the purchase of more machines so that she could
serve her customers faster.
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Supporting higher education

Banco Santander is the world's largest corporate contributor to education’.
We have built a unique network of 1,235 universities worldwide,
through which we support students, research and entrepreneurs.

EUrR 1271 mitiion

to universities

1,235

agreements with

universities and other
academic institutions

in 33 countries

Main lines of action of Santander Universities

Education

We have created the largest scholarship programme in the

world financed by a private company, as we believe that
education and people progress go hand in hand. Since 2002
we have invested more than EUR 1,700 million.

Entrepreneurship

Santander X, aims to become the world's largest
ecosystem for university entrepreneurship, connecting

supported

entrepreneurs with the three most valuable types of
resources for them: talent, clients and financing. This helps
them turn an idea into a company. To do this we promote
collaboration between universities, the business sector and

entrepreneurs themselves.

Employability

Universia is a digital platform of non-financial services for
the university ecosystem. We offer career guidance and

employment services, as we aim to be the main source

of advice in the Ibero-American world for young talent

management.

Universia Foundation

Through scholarships, internships and
employment, the foundation helps students
with disabilities find work and integrate into
society. Meanwhile, through the foundation,
we have also supported numerous initiatives to

1. According to The Fortune 2018 Change the World list.
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raise awareness of the challenges of disability,
linked to culture and sports, with which we
have reached more than 130,000 people.

2018 metrics

university study grants

university entrepreneurs

jobs intermediated in
7 countries?

A. Estimate 40% of the total published vacancies in 2018.

In 2018:

university students with
disabilities received a
scholarship

people with disabilities were
included in employment
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IV Universia International Rector’s Meeting

& Santander uni>ersia 2018 & Santander
Urevoriad s L0

Sockedad y Fu

In 2018 we held IV Universia International The conclusions are setoutin the ‘Salamanca
Rector’s Meeting in Salamanca, Spain. The Charter'| a document that reiterates the
meeting brought together 600 rectors from universities' commitment to continue leading
26 countries representing 10 million university progress by reinventing and transforming

students around the world to discuss ‘University,  themselves.
Society an Future'.

/O Santander scholarship programme

New Santander Scholarship website Ibero-american mobility grant

where the university community can find —

scholarships and grants for studies, mobility José Rivera Contreras,

and research that will help them in their Universidad Catélica de Norte, Chile

academic and professional development. Thanks to an exchange programme with Spanish

Since its launch in july 2018, we have universities, run by Santander, he was able to

received more than 2.5 million visits. focus on environmental law at The University of
Zaragoza.

We are committed to a vision of the future

in which inclusion, equal opportunities “Living in another country helps you to form

and sustainability, will be the priorities professional connections and friendships with

that guide all our decisions. people from all over the world. Creating a network
of contacts with people from all kinds of cultural and
social backgrounds is amazing for your professional
future. | have moved up a rung on the ladder thanks
to the opportunity | was given by Santander.”

®

See video

@j

For more information visit
https://en.universiasalamanca2018.
com

“In the next three years
more than 200,000
students will receive a
Santander scholarship,
achieve a practice in an
SME or participate in
entrepreneurship programs
led by your universities and
supported by Santander”
Ana Botin, chaiman of Banco
Santander

@@

For more information visit
www.becas-santander.com
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Community investment

We encourage inclusive and sustainable growth through initiatives and
programmes that support access to education, social entrepreneurship,
employability and welfare in the communities where we operate.

EUR 58 7,647 2.5

million in social partnerships with NGOs million people
investment and social welfare helped
institutions

A

Commitment to
childhood education

We conduct various activities
that support educational
projects focused in Latin
America. For many years we
have supported education
projects in different countries,
to provide equal opportunities
forall children and support the
sustainable development.

+600,000

children helped through
programmes to support
childhood education

7

Financial
education

We support financial education
programmes in partnership
with local organisations to
raise children's awareness of
the importance of saving. This
helps prepare young people for
embarking on an independent
life and to assist families when

making basic financial decisions.

We also run financial training
workshops and masterclasses
for our SME and self-employed
professional customers to

help them strengthen basic
management skills.

+350,000

people helped through
financial education
programmes

O—r

=

Support for
social welfare

We run several programmes to
tackle poverty, vulnerability and
social marginalisation. We also
support programmes to prevent
disease; and promote health
and welfare programmes
designed to help disabled
people and their families.

+1 million

people helped through
programmes designed to
tackle social exclusion

1. The Bank has devised a corporate methodology tailored to Santander's requirements and specific model for contributing to society. This
methodology identifies a series of principles, definitions and criteria to allow the Bank to consistently keep track of those people who have
benefited from the programmes, services and products with a social and/or environmental component promoted by the Bank. This methodology

has been reviewed by an external auditor.
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Protection
and dissemination of culture

And we support cultural
initiatives mainly through:

- The Santander Foundation, which
supports activities in the fields of art,
education and young talent, literature,
the environment and science.

- Santander Cultural, which offers
programmes in visual arts, culture,
music, education and films.

people benefited from art and
culture initiatives
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Tax contribution

We support the progress of the communities
where we operate, through a fiscal contribution
consistent with our activity in each of them.

As a part of our way of understanding
responsible banking, Santander pays its fair
share in taxes in every jurisdiction where we
operate, according to the value created by the
bank. Our tax strategy, which has been approved
by the Board, sets out the principles by which
the entire Group operates. It is published on our
website.

The tax risk management and control system in
the Group different entities must comply with
the principles established in this policy, reflecting
the Group’s internal control model, as well as on
the evaluation and certification processes of the
controls it incorporates.

Santander has been a member since 2010 of the
Code of Good Tax Practices in Spain and the Code
of Practice on Taxation for Banks in the United
Kingdom, actively participating in cooperative
compliance programs that are being developed
by different Tax administrations.

Tax contribution

Santander contributes economically and socially
to the countries in which it operates by paying all
taxes borne directly by the Group (own taxes’)
and collecting or withholding taxes from third
parties generated through business activity,
cooperating as required with the local tax
authorities (taxes from third parties?).

Total taxes raised and paid by the Group in 2018
amount to EUR 16,658 million, of which EUR
7,056 million correspond to own taxes with the

Principles of the Group's tax strategy

Fulfill obligations tributaries
making a reasonable interpretation
of applicable rules that address its
spirit and purpose.

Do not provide any kind of advice
or tax planning to customers in
the marketing and sale of financial
products and services.

Do not create or acquire entities
domiciled in offshore jurisdictions
without the specific authorization
of the board of directors, ensuring
adequate control over the presence
of the Group in these territories.*

A. See detailed information on off-shore
entities in note 3 ¢) of the notes to the
consolidated financial statements.

Respect the rules on transfer
prices, pursuing the adequate
taxation in each jurisdiction based
on the functions developed, risks
assumed and benefits generated.

Communicate transparently the
total tax contribution of the Group,
distinguishing for each jurisdiction
the taxes of third-party taxes.

Pursue the establishment of a
cooperative relationship with
the Tax administration, based on
the principles of transparency
and mutual trust, which allows
avoid conflicts and consequently
minimize litigation in Courts.

remainder being taxes collected from third parties.
Therefore, for every 100 euros of gross profit
earned by the Group, 35 euros correspond to taxes
paid and collected, as follows:

« 20 euros for the payment of taxes collected from
third parties.

« 15 euros for own taxes paid directly by the Group.

1. Including net income tax payments, VAT and other non-recoverable indirect taxes, social security payments made as

employer and other payroll taxes, and other taxes and levies.

2. Including net payments for salary withholdings and employee social security contributions, recoverable VAT, tax deducted at

source on capital, tax on non-residents and other taxes.
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The taxes included in each year's income
statement are largely income tax accrued in the
period (EUR million 4,886 in the 2018 financial
year, see page 440 of de consolidated annuals
accounts, which represents an effective rate

of 34.4% or, if the extraordinary results are
discounted, EUR million 5,230, which represents
a 35.4% cash rate - see note 52.c of the
aforementioned report), non-recoverable VAT,
social security contributions as employer, and
other levies paid, regardless of the date these
amounts are paid.

The Group's own taxes shown in the
accompanying table are included in the cash
flow statement. These magnitudes usually differ
from each other, given that the date of payment
established by the regulations of each country
on numerous occasions does not coincide with
the date of generation of the income or of the
operation taxed by the tax. Thus, the effective
rate that results when comparing the data on
income tax paid (EUR million 3,458 according
to the attached table) with the Group's pre-tax
profit is 24.4%.

The payment of taxes occurs in those
jurisdictions where the Group's profit is
generated. Thus, 99% of the profits obtained,
taxes accrued and taxes paid correspond to
the countries in which the Group carries out its
activity.

Total own taxes paid amounts to 50% of the
profit before taxes. These own taxes include
not only non-recoverable indirect taxes and
contributions to public social security systems,
but also other taxes that are exclusively levied
on banking activities (such as bank levy in the
United Kingdom, Poland and Portugal), and

taxes imposed on financial transactions (in Brazil

and Argentina among others) that have been
increasing in recent years.

Tax disclosure by jurisdiction

EUR million
Own taxes
Corporate Otherown  Totalown | Third-party Total
Jurisdiction income tax taxes paid taxes paid taxes . contribution
Spain 464 1,301 1,765 1,822 3,588
UK 537 495 1,032 447 1,478
Portugal 25 17 142 m 253
Poland 228 179 407 134 541
Germany 19 48 167 218 385
Rest of Europe 355 198 553 -35 518
Total Europe 1,728 2,338 4,066 2,697 6,761
Brazil 998 470 1,468 2,395 3,863
Mexico 322 202 524 488 1,012
Chile 202 61 263 304 567
Argentina 118 329 447 2,859 3,307
Uruguay 35 80 115 36 151
Rest of
Latin America 20 12 32 13 45
Total Latin America 1,695 1,154 2,849 6,095 8,945
United States 29 104 133 800 933
Other 6 3 9 9 19
TOTAL 3,458 3,599 7,057 9,601 16,658
EuR 7,056 mition  EURD,002 mition  EUr 16,658 mitiion
in own taxes in third-party taxes in total contribution
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Sustainable finance

We support sustainable growth by financing renewable energy, supporting smart
infrastructure and fostering research and development in new technologies. Our
approach is building more balanced and inclusive economies and societies.

Climate Finance

We are supporting the development of climate change presents significant investment
renewables and the more efficient use of energy opportunities, which we are ready to seize by
while helping our clients make the transition to taking positive action against climate change.

a low carbon economy. At the same time, the
need to take measures to adapt and mitigate

Financing of renewable energies ranking"?

8,000
7000 Bl EUR million
XX  Number of projects
6,000
5,000
3,000
110111
1,000 56 45 63 37 41 40 28 24 26 27
~ A I R R R R R R R &k

Bank 1 Bank 2 Banco Peer1 Peer 2 Bank 3 Peer 3 Bank 4 Bank 5 Bank 6
Santander

1. As indicated by Dealogic and Bloomberg New Energy Finance league tables for project financing within the Lead Arranger category.

2.Peers are considered those banks that due to their size an market capitalization are comparable to Santander. The peers' list includes: Bank of America, Barclays, BBVA,
BNP Paribas, Citi, Deutsche Bank, HSBC, Intesa San Paolo, ING, ITAU, JP Morgan Chase, Lloyds Bank, Societe Generale, Standard Chartered, UBS, UniCredit, Wells Fargo.

Santander Corporate & Investment Banking (SCIB) named project
finance bank of the year in Europe by Project Finance International

SCIB was named project finance bank of the year in Europe by PFI
thanks to its extensive activity and the range of financing and advisory
services provided during 2018, as Santander expanded its project finance
expertise through a mix of infrastructure and energy deals in Europe.

Santander Corporate &Investment Banking was particularly active in the
UK, funded projects in Belgium, advised others in France and was a pioneer
in financing wind farms in Spain, Portugal and Continental Europe.
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Finance for renewable energy and energy efficiency

As a major financier of energy production infrastructure, we understand that the banking sector has to
play a particularly prominent role in the transformation of the energy sector. In recent years we have

consistently increased our financing of renewable energy projects.

Financing of renewable energy

Breakdown of MW financed by type of renewable energy

(MW financed)
S
[F Wind energy 88% 81% 77%
8.8 2016 2017 2018
201 R
3,390 gg Solar energy 8% 19% 22%
2017 2016 2017 2018
4,074
2016 == Other 4% - 1%
2016 2017 2018
Breakdown of renewable MW financed by country in 2018
ar % @ ‘ ' 4 ‘ —
3,368 MW 1,225 MW 985 MW 487 MW 364 MW 210 MW 50 MW
United United States Brazil Bélgica Spain Chile Uruguay
Kingdom
Green bonds & ESG loans
—

Through our Santander Corporate &
Investment Banking division we act as joint
bookrunnerin numerous emissions of green
&sustainable bonds and EGS loans.

A. Include hydroelectric for 2016 and biomass for 2018.

In 2018, we have participated in green
bond emissions for a total value of
EUR 730 million®, and in EUR 2,017
million in ESG syndicated loans

B. Information includes green, social and sustainable Bond and has been obtained from Dealogic Green Bonds League table.

C. Equivalence calculated using data on the average electricity usage in households for countries in which renewable energies

projects have been funded, published by the World Energy Council (2014).

In 2018,
Santander
participated in
the financing
of renewable
energy
projects, with
a generation
capacity
equivalent to the
consumption
of 5.7million
households.©
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Credit lines with multilateral entities

In Spain, in 2018 Santander has signed a credit
line of EUR 200 million for the construction of
renewable energy plants with the Development
Bank of the Council of Europe. This loan is part of
the “Europe 2020" plan in Spain for renewable
energy.

In Brazil, Santander has also signed a line

of creditin 2018, in collaboration with the
Development Bank of Latin America CAF, to
finance the purchase of photovoltaic equipment
for a total value of USD 84 million.

In Poland, Santander has signed a EUR 50
million line of credit with the European Bank
for Reconstruction and Development (EBRD) to
finance energy efficiency investments in local
companies. Likewise, the EBRD subscribed the
equivalent of EUR 36 million of subordinated
debt issued in Police currency by Santander
Bank Polska, with Santander's commitment to
allocate the resources to finance residential and
commercial construction with energy efficiency
certifications.

In 2018 we signed agreements for a total value
of EUR 345 million to offer financing lines

for energy efficiency and renewable energy
projects. An in the in the last 3 years, we signed
agreements fir a total value of EUR 1,080 million’
in Spain, Brazil, Poland and Peru.

Financing low-emission, electric and hybrid
vehicles

We concentrate efforts on shifting the
automotive sector towards a low-carbon
economy through services such as vehicle leasing
and renting, to promote the use of hybrid or
electric cars in the countries where it operates.

* In Spain Santander finances a fleet of
24,665 vehicles. In 2018, we financed 7,463
transactions.

Partnering for a greener mobility

REDUZA

co?

COMPENSE

We offer an emission offset tool in Brazil to
all customers who take out a loan to finance
the purchase of a car. Since 2015 we have
sponsored a bike sharing scheme in London,
and more recently in Boadilla del Monte,
close to our headquarters in Madrid.

Funding sustainable agriculture

and livestock farming

We fund agricultural initiatives that promote the
sustainable agricultural practices.

Bunge, Santander Brasil and The Nature
Conservancy have joined forces to offer soy
farmers long-term loans to expand production
without clearing native habitat in the Brazilian
region of Cerrado.

Santander spain launched app agro: this brings
farmers breaking news about agriculture,
especially news related to government subsidies
and information about crop prices as well

as agricultural products. So far it has been
downloaded 30,000 with 11,000 active users in
2018. It was voted best agro app of the spanish
financial sector.

1. Agreements signed with EIB, EBRD, IFC, CEB, and CAF among others.
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Socially Responsible
Investment

Santander Asset Management is fully committed
to socially responsible investment (SRI), and is
undertaking the following initiatives:

* Investment. When we analyse and invest our SRI
products, we combine financial criteria with non-
financial criteria (ESG) to select assets.

Currently we manage nine SRI funds, seven

in Spain (Inveractivo Confianza, Santander
Responsabilidad Solidario, Santander Solidario
Dividendo Europa, the three funds of the new
Santander sustainable range, and the new
Santander Equality Acciones fund), one in Brazil
(Fundo Ethical), and a new one in Portugal
(Santander Sustentavel Fund).

« Training. We collaborate with universities and
educational centers, organising and participating
in events and training days in SRI.

« Dissemination and development. We
participate in initiatives and organisations to
help spread SRI, and which enable different
organisations share best practice and
understanding.

« Social impact investment. We work with NGOs,
and indirectly with our social responsible
investment products, to support initiatives which
help those who are at risk of social exclusion.

In addition, both Santander Pensiones SA SGFP
in Spain (since 2010) and Santander Asset
Management Brazil (since 2008), are signatories
to the United Nations principles for responsible
investment (PRI).

Santander employees’ pension fund in Spain is
also a signatory to this initiative, and in 2018
participated in an initiative promoted by the
United Nations to require governments to do more
to tackle climate change.

New Santander
-~

& Sostenible range
I

Santander Sostenible is the latest innovation
of Santander Asset Management. The
investment process aims to identify those
issuers that are best prepared to face the
challenges of the future, and does so by
applying an analysis of four sustainability axes:
financial, environmental, social and corporate
governance. It is composed of three funds:

« Santander Sostenible 1
« Santander Sostenible 2

» Santander Sostenible Acciones

Santander Equality

< Acciones
]

Launched in 2018, this is the first investment
fund in Spain thatinvests in companies

that promote gender equality atall levels

of their operations, while also presenting
good opportunities for financial returns.

Santander Totta launches
Santander Sustentavel Fund

The Santander Sustentavel Fund follows

a conservative investment policy, with the
portfolio composed mainly of bonds. In
addition to the usual financial criteria, our
managers analyse the performance of
around 900 companies and 90 countries,
through a study of more than 100 indicators
of three sustainability areas: environmental,
social and corporate governance.

For information on socially responsible
Investment visit:
www.santanderassetmanagement.es.
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Analysis of environmental
and social risks

Within the framework of our sustainability policies, we analyse the
environmental and social risks of all our project finance deals.

At Santander we attach great importance to Equator Principles

the environmental and social risks wich might Project Finance

result from our customers’ activities in sensitive

sectors. Category A B C
. . . TOTAL 4 25 6
And we respects international best practices
rega.rdmg social welfare ar}d Fhe enV|ro.nment, q Sector
particularly the Equator Principles, as signatory
since 2009. Infrastructures 1 2 2
L. Oil &gas 3 2 0
Equator Principles : : :
p Energy 0 16 2
In 2018, 35 projects were analysed under the . . .
Equator Principle’s scope, all within the project Real estate 0 3 2
finance category. The majority are included Others 0 2 0
under categories B and C, which are those
classified with medium and low risk. @ Region
UNEP FI pilot project on implementing the America
TCFD recommendations for !Janks United States 0 9 3
In 2017 Santander - together with 15 other : : : :
leading banks - joined this initiative to develop Mexico 0 3 2
models and metrics to enable scenario-based, Chile 0 3 0
forward-looking assessment and disclosure of Colombia 1 0 0
. . sk ities. ) ) )
climate-related risks and opportunities Perd 0 1 0
In 2018 two documents were published: the Europe ) ] ]
first, guidance focusing on transition risk United Kingdom 0 6 0
(Extending Our Horizons: Accessing credit risk Italy ) 0 ) 0 ) 1
and opportunity in a changing climate); and, i : -
second, a report that helps banks assess risks spain 2 0
and opportunities arising from physical risk Asia
(Navigating a New Climate). Oman '1 0 0
Sector policies Kuwait B 0 0
The Group has approved specific sectoral Azerbaijan B 0 0
policies that contain the criteria for analysing Arab Emirates 0 1 0
environmental and social risks in customers’
activities in sensitive sectors, such as defence, Type
energy, soft commodities and mining & metals
or other policies carried out in this respect. Designated countries 0 20 4
Non-designated countries 4 5 2
Eé Independent review
Yes 4 24 6
No 0 1 0

1. In accordance with the definition of designated countries included in the Equator Principles, i.e., those
countries considered to have a solid framework of environmental and social governance, legislation
and institucional capacity to protect their inhabitants and the environment.
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/O Control and monitoring of controversial projects - Punta Catalina

Design, engineering &construction of a coal-
fired power plantin the Dominican Republic. The
debtor is the Ministry of Finance, the Dominican
Corporation of State Electric Companies being
the importer. And Santander participates in

the syndicated financing of the equipment.

The due diligence processes at the outset of the
project met with the energy policy in force and
other environmental and social requirements.

Nevertheless, the project has been controversial
due to corruption issues. Santander has
elevated the case to executive level for

Sectorial policies update

detailed follow up. In addition, Santander
maintains an ongoing dialogue with the NGOs
involved, having responded to their letters.
The internal procedure to respond to NGOs
has been applied engaging different relevant
areas within the Group, like compliance, risk,
business &sustainability amongst others. A
continuous dialogue is also maintained with
the syndicate regarding the environmental,
social &ethical issues arising from this project.

I

Defence policy: has Energy policy: Mining & Metals Soft Commodities policy:
been updated in includes the new policy: includes includes its alignment
accordance with the criteria for coal the new criteria with the Soft Commodities
EC decision regarding power plants. for coal mining. Compact, the Banking

the exclusion
criteria based on
activities related to
prohibited material
instead of clients.

Environmental Initiative
which Santander
adhered in 2009, since
the obligation for clients
to be certified by 2020
has been removed.
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Environmental

Footprint

We are firmly committed to contribute to the protection of the
environment by reducing our own environmental footprint.

We believe that measuring, reporting and
reducing our environmental impact is essential
not just for reasons of compliance, but if we are
to earn the loyalty of all our stakeholders.

Since 2001, we have been measuring our
environmental footprint by quantifying energy
consumption, waste and atmospheric emissions.
And since 2011 the Group has implemented strict
criteria through different energy efficiency and
sustainability plans to ensure its environmental
impact is kept to an absolute minimum.

In 2016 we launched the 2016-2018 efficiency
plan which compromised more than 250
initiatives with an investment of 69,8 million of

2076-2018 efficiency plan

) Electricity
consumption

Reducing electricity
consumption in
buildings -9% in
G10 countries.

-9%

Target

Achievement

2016-2018 efficiency plan

2011-2013 Energy Efficiency Plan
* Emissions of CO,: a 3.5% reduction in the first
year, and a 9% reduction up to 2013 in the G5.

« Electricity consumption: a 3% reduction in the
first year in G20 countries.

2012-2015 Energy Savings Plan
+ Emissions of CO,: a 20% reduction of emissions
in G10 countries.

* Electricity consumption: a 20% reduction of
electricity consumption in G10 countries.
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) Greenhouse
gas emissions

Reducing greenhouse
gas emissions -9%
in G10 countries.

-9%

euros, focusing on energy savings, saving raw
materials, waste reduction, emission reduction
and awareness campaigns.

Looking ahead, the Bank maintains its firm
commitment to the environment, and will
continue to establish more ambitious objectives
that will help reduce its consumption, its waste
generation and its emissions in its own business
operations. To do so, we are going to implement
a new energy efficiency and sustainability plan
for the period 2019-2021. Optimization of office
space, increase of the amount of green energy
and more environmental management systems
are some of the initiatives in which the countries
will be working on.

) Paper
consumption

Reducing paper
consumption -4%
in G10 countries.

-26%

Result of plans

2016-2018
efficiency plan targets

100%

36% reduction of paper

15% reduction of electricity

27% reduction of emissions

185k: Number of employees (+8.6%)

2018

202k
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2018 main highlights

100% green energy in all of the * LEED GOLD certification
office buildings and branches of in SCF Germany
Santander in Germany, Spain and headquarters building
United Kingdom. United States at Ménchengladbach, in
and Brazil also acquire green Santander DPCin Spain and
energy for some of their facilities’ in and new Santander Spain
consumption. headquarters.
In 2018 new buildings have been + 1SO 14001 certifications in
certified according to international corporate buildings in City
LEED and ISO 14001 standards: of Mexico and Querétaro in
Mexico.

2018 environmental footprint’

Var. 2017-2018 (%)

2,956,420 M3 2.9

water consumed

renewable
energy

1,077 MmiLL. KWH ) 50% -3.2

total electricity

recycled or
certified paper

16,764 T 0 86%  -16.2

total paper consumed

7,656,046 KG -14.7

paper and cardboard waste

4,404,809 GJ -2.6

total internal electricity consumption

As well as this, we have
certifications for the head
office buildings in the main
countries where santander
operates. Santander considers
that the implementation of an
environmental management
system in buildings creates a
correct and environmenmtally
friendly performance, while
improving the building’s use.

Var. 2017-2018 (%)

379,988 T CO, teq -0.5

total emissions (market based)

Scope 1

Scope 2

Scope 3

31,227 T CO, teq

direct emissions

223,920 T CO,teq

indirect electricity emissions
(market based)

364,682 T CO, teq

indirect electricity emissions
(location based)

124,840 T CO, teq

indirect emissions from employees
travelling to work

1. The environmental footprint table with 2-year historical data and the consumptions and emissions per employee can be found in the ‘Key

Metrics' section.
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Key Metrics

Employees

1. Employees by geographies and gender’

Geographies N° employees % men % women % graduates
Spain 30,868 54 46 73
Brazil 45,179 43 57 79
Chile 1,614 46 54 42
Poland 12,403 30 70 86
Argentina 9,000 50 50 23
Mexico 19,096 46 54 49
Portugal 6,499 55 45 55
UK 18,297 40 60 22
USA 16,783 42 58 15
SCF 12,642 46 54 34
Other 20,332 49 51 31
Total 202,713 45 55 52

1. The employee data presented is broken down according to the criteria of legal entities, and is therefore not comparable to that found in the Auditors' report and annual

consolidated accounts, which are presented by management criteria.

2. Functional distribution by gender

Senior officers Other managers Other employees
Men Women Total Men Women Total Men Women Total
Continental
Europe 913 (77.8) 260 (22.2) 1173 6,735 (64.5)  3,711(35.5) 10,446 26,173 (44.4) 32,759 (55.6) 58,932
United
Kingdom 107 (73.3) 39 (26.7) 146 1,309 (67.2) 640 (32.8) 1,949 9,218 (39.9) 13,862 (60.1) 23,080
Latin America
and other regions 523 (83.9) 100 (16.1) 623 6,427 (60.2) 4,256 (39.8) 10,683 40,729 (42.6) 54,952 (57.4) 95,681
Group total 1,543 (79.5) 399 (20.5) 1,942 14,471(62.7) 8,607 (37.3) 23.078 76,120 (42.8) 101,573 (57.2) 177,693
3. Workforce distribution by age bracket
Number and % of total
aged <=25 aged 26 - 35 aged 36 - 45 aged 46 - 50 age over 50
Continental Europe 2,352 (3.33) 14,715 (20.86) 27,241 (38.61) 10,739 (15.22) 15,504 (21.98)
United Kingdom 3,964 (15.75) 7,092 (2817) 6,470 (25.70) 2,810 (11.16) 4,839 (19.22)

Latin America and other regions

11,474 (10.72)

46,233 (43.21) 29,553 (27.62)

8,637 (8.07)

11,090 (10.37)

Group total

17,790 (8,78)

68,040 (33.56) 63,264 (31.21)

22,186 (10.94)

31,433 (15.51)
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4. Distribution by type of contract’

Permanent / Full time Permanent / Part-time
Men Women Total Men Women Total
Continental Europe 32,252 (49.7) 32,604 (50.3) 64,856 348 (17.3) 1,662 (82.7) 2,010
United Kingdom 9,580(53.5) 8,338 (46.5) 17,918 622 (9.8) 5,711(90.2) 6,333
Latin America and other regions 45,950(44.8) 56,591 (55.2) 102,541 204 (25.6) 594 (74.4) 798
Group total 87,782 (47.4) 97,533 (52.6) 185,315 1,174 (12.8) 7,967 (87.2) 9,141
Temporary / Full time Temporary / Part-time
Men Women Total Men Women Total
Continental Europe 966 (33.2) 1,942 (66.8) 2,908 255 (32.8) 522 (67.2) 777
United Kingdom 380 (49.5) 387 (50.5) 767 52(33.) 105 (66.9) 157
Latin America and other regions 1,249 (46.5) 1,436 (53.5) 2,685 276 (28.7) 687 (71.3) 963
Group total 2,595 (40.8) 3,765 (59.2) 6,360 583 (30.7) 1,314 (69.3) 1,897

1. Regarding indefinite contracts, 84% corresponds to "Other employees” and the remaining 12% to "Senior officers” and "other managers". Also, in relation to temporary

contracts, 3.5% corresponds to "Other employees” and the remaining 0.5% to “Senior officers” and "other managers”.
The totality of temporary contracts is in the age brackets <25 and 25-35 years. The rest of the age brackets correspond to indefinite contracts.

5. Employees who work in their home country’
%

Managers Other employees Total
Continental Europe 89.77 96.83 96.72
United Kingdom 92.47 96.89 96.87
Latin America and other regions 88.44 98.94 98.88
Group total 89.55 97.96 97.88

1. United States data not included.

6. Differently-abled employees ratio by region'
%

Continental Europe 1.24
United Kingdom 1.61
Latin America and other regions 2.09
Group total 1.73

1. United States and Mexico data not included.

6. Differently-abled employees'

Spain 365

Rest of the Group 3,071
T.United States and Mexico data not included.

Total Group 3,436
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7. Coverage of the workforce by collective agreement

1. Dismissal: unilateral termination. decided by the company. of an employment contract not subject to term expiration. The
concept includes encouraged redundancies within the context of restructuring processes.

10. External turnover rate by gender’

%

Men Women Total
Continental Europe 12.32 12.48 12.41
United Kingdom 16.39 147 15.10
Latin America and other regions 17.99 17.01 17.45
Group total 15.70 15.10 15.37

% N° Employees
Spain 99.94 30,848
Brazil 9413 42,529
Chile 100.00 11,614
Poland 0.00 -
Argentina 99.00 8,910
Mexico 20.05 3,829
Portugal 99.40 6,460
UK 100.00 18,297
us 0.00 -
SCF 50.22 6,349
Other business units 70.31 14,295
Total Group 70.61 143,131
8. Distribution of new hires by age bracket
% of total
aged <= 25 aged 26-35 aged 36-45 aged over 45 aged > 50
Continental Europe 23.79 4473 23.50 4.69 3.30
United Kingdom 47.81 28.51 13.39 4.09 6.20
Latin America and other regions 33.84 44.04 15.19 3.49 3.44
Group total 33.67 41.72 16.89 3.87 3.85
9. Distribution of dismissals by gender’
Men Woman Total
Senior officers 68 26 94
Other managers 375 189 564
Managers 3,087 3,681 6,768
Total Group 3,530 3,896 7,426
Men Woman Total
| aged <=25 382 492 874 |
aged 26-35 1,071 1,310 2,381
aged 36-45 884 1,028 1,912
aged 46-50 395 343 738
aged >50 798 723 1,521
Total Group 3,530 3,896 7,426

1. Excludes temporary leaves of absence and transfers to other Group companies.
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11. External turnover rate by age bracket!

% of total
aged <=25 aged 26-35 aged 36-45 aged 46-50 aged over 50 Total
Continental Europe 40.01 16.15 8.68 7.46 14.43 12.41
United Kingdom 3572 15.74 8.75 6.48 10.52 1510
Latin America and other regions 25.73 1716 13.72 15.49 21.45 17.45
Group total 29.84 16.75 11.04 10.46 16.31 15.37

1. Excludes temporary leaves of absence and transfers to other Group companies.

12. Employees average remuneration by gender

Euros

By gender By professional category
Senior Others Other
Men Women officers? managers employees Total
Total remuneration (average)1 51,855 32,900 418,105 87167 32,906 41,522
Variacion 2018 vs. 2017 0% 4% 3% -8%3 5% 2%

1. Data at end of 2018. The total remuneration of employees includes annual base salary, pensions and variable remuneration paid in the year.

2. Includes Group Sr. Executive VP. Executive VP and Vice President.

3. The variation includes the effect of internal reclassification between the category and the rest of employees carried out in different geographies.

4 The average remunerations for age brackets are not broken down since the employee remuneration criteria are established according to their professional
category, job responsibilities and competences. In this sense, age is not a material factor in determining the remuneration of Santander Group employees for the
specificities of the financial sector.

13. Ratio between the Bank's minimum annual salary

and the legal minimum annual salary by country

% Legal minimum wage
Germany 228.49%
Argentina 336.53%
Brazil 183.12%
Chile 11.63%
us 193.02%
Spain 212.58%
Mexico 130.23%
Poland 107.14%
Portugal 206.90%
UK 102.43%
14. Training 15. Hours of training by category
Hours Average
2018 2017 - -
Senior officers 69,358 35.71
Total hours of trainin 6,842,825 8,016,912
! nng Managers 764,104 331
% L trained 100.0 95.9
o STp e mne Other employees 6,009,363 33.82
Total attendees 4,700,013 5,297,451
Group total 6,842,825 33.76
Hours of training per employee 33.76 39.6
Total investment in training 98,689,210 97,787,322
Investment per employee 486.84 483.5 16.Hours of training by gender
Cost per hour 14.42 12.2
Average
% female participants 54.4 54.6 Men
% of e-learning training attendees 90.0 481 Women
% of e-learning hours 481 933 Group total
Employee satisfaction (up to 10) 8.0 8.1
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17. Absenteeism by gender and region'
%

Men Women Total
Continental Europe 1.85 4.36 318
United Kingdom 3.65 514 4.54
Latin America and other regions 3.05 4.22 3.70
Group total 2.64 4.40 3.61

1. Hours missed due to occupational accident. non-work related illness and non-work related accident for
every 100 hours worked.

18. Work-related illness rate'?

%

Men Women Total
Continental Europe 0.07 0.09 0.08
United Kingdom 0.01 0.05 0.03
Latin America and other regions 0.66 0.95 0.83
Group total 0.36 0.53 0.45

1. Hours missed due to occupational accident involving leave for every 100 hours worked.
2 The frequency and severity of work accidents are not detailed due to the low value they represent.

19. Occupational health and safety

No. of fatal occupational accidents 4

Hours of absenteeism (hours not worked due to common

illness and non-work accident) (millions of hours). 10,164,315
Customers

20. Group customers'

Million
Spain 17.3
Portugal 4.9
UK 25.5
Poland 4.5
SCF 19.4
Rest of Europe 0.1
Total Europe 7.7
Brazil 421
Mexico 16.7
Chile 35
Argentina 37
Rest of Latin America 0.9
| Rest Latin America 66.9
us 5.2
Total Group 143.8

1. Figures for total customers; i.e. holders of any product
and service with a valid contract. Of the countries in
Europe listed, Santander Consumer Finance customers
areincluded in "Rest of Europe" except those of the UK.
Canada is included in "Rest of Latin America".
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21. Dialogue by channel

2018 2017 Var.

Branches
Number of branches 13,217 11,920 M%
ATMs
N° ATMs 38,503 35,700 8%
Digital banking'
Users? 32.0 254 26%
Visits 6,302 4,271 48%
Monetary transactions? 1,843 1,129 63%

1. Santander Consumer Finance not included.

2. Counts once for users of both Internet and mobile banking.

3. Millions.

22. Customer satisfaction
% satisfaction among active retail customers

2018 2017 2016

Spain 871 85.5 85.0
Portugal 91.3 91.4 91.9
UK 97.0 96.0 96.2
Poland 97.5 95.9 96.0
Brazil 79.6 77.9 74.8
Mexico 97.8 96.4 941
Chile 85.8 91.6 95.9
Argentina 833 871 871
us 833 81.8 84.6
Total 88.0 88.0 87.5

Source: Corporate benchmarking of experience and satisfaction among active Retail & Commercial banking customers. Based on
audited external and local studies developed by well-known vendors (IPSOS, IBOPE,GFK,TNS..) (Data at end 2017, corresponding
to survey results in the second half of the year).

23. Total complaints received

2018 2017 2016
Spain’ 85,519 107,103 34,920
Portugal 4,298 4,275 5,028
United Kindom 2 33,797 37,746 39,926
Poland 4,480 4,785 4,501
Brazil 3 11,829 101,589 88,623
Mexico* 60,740 51,895 48,524
Chile® 6,171 5,526 5,562
Argentina® 5,464 4,372 2,838
us 4,160 4,041 2,477
SCF 29,067 30,126 33,027

Compliance metrics according to Group criteria, homogeneous for all geographies.
It may not match with other local criteria such us Financial Conduct Authority (FCA) in the United Kingdom or in Brazil.

1. Even Popular Bank complaints have been included, in Spain complaints inflow has decreased due to the effects of Supreme Court
Ruling related to set up mortgages fees.

2. InUK complaints volumes reduced due to the new approach of complaints management model adopted across all frontline areas,
as wellas improvements on complaints root cause analysis governance.

3.In Brazil complaints inflows have increased mainly due to fees, charges not recognised, and direct debits.

4. In Mexico complaints are increasing mainly due to fraud cases, especially e-commerce, and debt collecting (REDECO Channel).
5. Chile shows a slight increase mainly due to fraud cases, especially online cases.

6. In Argentina Complaints volumes increased due to fees and fraud cases.
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Environment and climate change

24. Environmental footprint 2016-2017"

2018 2017 Var. 2017-2018 (%)
Consumption
Water (m3)? 2,956,420 2,872,853 2.9
Water (m?/employee) 15.24 14.68 3.8
Normal electricity (millions of kwh) 557 639 -12.8
Green electricity (millions of kwh) 462 473 -2.4
Total electricity (millions of kwh) 1,019 1,112 -8.4
Total internal energy consumption (GJ) 4,314,890 4,522,999 -4.6
Total internal energy consumption
(GJ/employee) 22.24 231 -3.8
Total paper (t) 16,764 20,010 -16.2
Recycled or certified paper (t) 14,583 16,969 -14.1
Total paper (t/employee) 0.09 0.10 -15.5
Waste
Paper and cardboard waste (kg)? 7,656,046 8,972,420 -147
Paper and cardboard waste (kg/employee) 39.46 45.84 -13.9
Greenhouse gas emissions
Direct emissions (CO, teq)* 37,635 29,108 29.3
Indirect electricity emissions
(CO, teq)-MARKET BASED? 213,815 226,455 56
Indirect electricity emissions (CO,
teq)-LOCATION BASED® 354,745 374,346 -5.2
Indirect emissions from displacement
of employees (CO, teq)® 124,778 126,287 -1.2
Total emissions (CO, teq)- MARKET BASED 376,229 381,849 -1.5
Total emissions (CO, teq/employee) 1.94 1.95 -0.6
Average number of employees 194,027 195,732 -0.9

1. The scope of the information includes the main operating countries: Argentina, Brazil, Chile, Germany, Mexico, Poland, Portugal, Spain, United
Kingdom and United States (excluding Puerto Rico and Miami). The data regarding Banco Popular is included in Spain and Portugal in a consolidated
manner.

2. Only consumption of mains water is reported.

3.2017 and 2018 figures do not include waste from Argentina and Brazilian sales network.

4. These emissions include those arising from the direct consumption of energy (natural gas and diesel) and correspond to Scope 1defined by the
standard GHG Protocol. For the calculation of these emissions, the 2018 DEFRA emission factors have been applied for 2018 emissions and 2017
DEFRA for 2017. The variation is due to the consideration of the emissions derived from the use of own vehicles in Mexico

5. These emissions include those resulting from electricity consumption and correspond to Scope 2 defined by the standard GHG Protocol. In 2017 and
2018, IEA (International Energy Agency) 2015 emission factors were used.

- Indirect electricity emissions - Market-based: zero emissions have been considered for green electricity consumed in Germany, Brazil, Spain, UK,
USA, which has meant a reduction of 140,762 tons of CO, equivalent in 2018 and 147,892 in 2017. For the rest of the electric power consumed has been
applied the emission factor of the IEA corresponding to each country.

- Indirect electricity emissions - Location-based: the emission factor of the IEA corresponding to each country has been applied for the totality of
electrical energy consumed, regardless of its source of origin (renewable or non-renewable).

6. These emissions include the emissions generated by employees working at central services of each country as they commute to work in private car,
group transportand or by train, and also includes the business travel of employees when travelling in plane or by car. Employee distribution by type
of travel has been determined through surveys or other estimates. For the calculation of emissions resulting from the displacement of employees,
the 2018 DEFRA conversion factors have been applied for 2018 emissions and 2017 DEFRA for 2017.

- Employees commuting to work in private car has been estimated with regard solely to the number of parking bays available to employees at the
head offices of each country and the consumption mix of petrol/diesel for the vehicle fleet of each country. There is no reported data for employee
travelin private vehicles in Argentina, Poland or the United Kingdom because this information is not available.

- The displacement of employees in group vehicles has been calculated from the average distance travelled by vehicles rented by Santander Group
for the group transport of their employees in the following countries: Brazil, Germany, Mexico, Poland Consumer, Portugal, Spain, US, and within
central services in Spain (CGS).

- There is no reported data for business trips made by plane from Poland Geoban or for business travel made by car from Poland Geoban and USA
Consumer on account of the information not being available.

- Emissions deriving from the use of courier services have not been included, nor have those generated by transport of cash or from any other kind of
products or services arranged or indirectly generated by the financial services provided.

76 &Santander 2018 Annual Report



Responsible Corporate Economic Risk
banking governance and financial review management
Key Metrics

77



GRORGRAN=REN

Contribution to UN
Sustainable Development Goals

All social agents, including companies, have a responsability to contribute to the Sustainable
Development Goals (SDG) of the United Nations. We contribute directly to achieving the SDGs
through our business activities and also through our community investment programmes.

Main SDGs where Banco Santander’s business activities and community investments have the most weight.

We support the health and well-being
of our employees and the communities
in which we are present

GOOD HEALTH
AND WELL-BEING

i

- BeHealthy Program: access for employees
to information and training to improve and
renew healthy living habits. Access to more
than 40,000 affiliated health and welfare
centers around the world.

« Support to the community: +1 million people helped through
programs designed to address social exclusion and boost the
well-being of people.

po— We promote a diverse and inclusive
EQUALITY workforce that reflects society and
allows us to face future challenges.
g - New general principles on diversity and
inclusion that provide global guidelines and
minimum standards.

* 54.5% of women in the workforce, 20.5% of women in
management positions.

For the second consecutive year, Santander has obtained the
highest score among the 230 companies that are part of the
Bloomberg Gender-Equality Index.

We develop products and services for the
most vulnerable in society, giving them
access to financial services and teaching
them how to use these in an appropriate
way to manage their finances in the best
possible way

10 REDUCED
INEQUALITIES

@

+ 160 million euros in loans granted at the end of 2018.

+ More than 2,730,000 micro-entrepreneurs helped.

The Prospera microfinance program in Brazil, chosen as good
practice by the Brazilian Global Compact Network to achieve the
SDGs in 2030
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QUALITY We invests more in support for educations
EDUCATION than any other private company in the
world. And we promote the largest private
scholarship program in the world.

]

» More than 1,200 universities with which we
maintain agreements.

- More than 70,000 scholarships and grants awarded to students
in 2018. The largest private scholarship program in the world.

Santander X, our international university entrepreneurship project,
chosen as good practice by the Spanish Network of the Global
Compact to achieve the SDGs in 2030.

We have a prepared and committed team
that allows us to respond and meet the
needs of customers, help entrepreneurs to
create businesses and employment, and
strengthen local economies.

DECENT WORK AND
ECONOMIC GROWTH

o

+ 94.6% of employees with a fixed contract
+ 8.6% of the staff promoted.
- Flexiworking: incorporates multiple conciliation initiatives.
In 2018 we received the Top Employers Europe 2018 certification
and occupied one of the first three positions in the ranking of the

best financial institutions to work for in Latin America in 2018,
according to Great Place to Work.

We finance SMEs and self-employed
professionals who boost local economies,
generate wealth and create employment
opportunities.

117,420 million euros in loans to SMEs and the
self-employed.

- Agreements with multilateral entities such as the EIB and the CAF
to boost financing to SMEs.

- Global digital solutions that promote connectivity between
companies, help export and offer more innovative and simple
platforms to operate.

» We invest in fintechs that promote financial technology and
facilitate access to and use of financial services.
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We promote sustainable consumption
both in our own operations as well as
with our clients.

1 RESPONSIBLE
CGONSUMPTION
ANDPRODUCTION

QO

+ Environmental footprint: 25.9% reduction in
paper and 13.5% reduction in electricity from
2016 to 2018. In 2018, 53% of the energy
consumed by Santander was renewable
energy.

« Environmental and social risks analysis: 35 projects financed
under Equator Principles criteria.

+ Responsible procurement: New principles of responsible
behavior of suppliers; 95% Local group's suppliers

e We support the fight against climate
1 ACTION change and the transition to a low carbon
economy. And we commit ourselves to
actively contribute to the protection of the
environment.

L3 2

< 6,689 MW of renewable energy financed,
equivalent to the consumption of 5.7 million
households.

- Agreements with multilaterals for the financing and
development of energy efficiency projects

« Financing of vehicles with low CO2, electric and hybrid emissions

- Updated sector policies with new thermal coal prohibitions.

We participate actively and we are part
of the main initiatives and working
groups at local and international level as
an important way to support SDG 17 on
partnerships for the goals.

1 PARTNERSHIPS
FORTHE GOALS

&

» World Business Council for Sustainable Development
(WBCSD). Our president, Ana Botin, is a member of the
executive committee. And we participate in the WBCSD Future
of Work initiative, by looking into how to adapt our own
business and human resource strategy to evolve with the digital
age.

- Banking Environment Initiative (BEI). We participate in two
climate related work streams, the Soft Commodities Compact
and the new initiative Bank 2030 which aims to build a roadmap
for the banking industry to 2030 seeking to increase the
financing to low carbon activites.

- UNEP Finance initiative. Together with 27 other banks, we
promote the principles for responsible banking of the United
Nations. We also participated along with other 15 banks in
2018 in the UNEP FI pilot project on implementing the TCFD
recommendations for banks.

+ United Nations Global Compact. We are committed to the
development of our business activity with the ten principles
of the Global Compact and we extend them to our value chain,
demanding our suppliers to assume and also comply with them.

- CEO Partnership for Financial Inclusion. We, along with other
9 companies are part of a private sector alliance for financial
inclusion, an initiative promoted by Queen Maxima of the

Netherlands, Special Representative of the United Nations to
promote Inclusive Financing for development.

- Principles of Ecuador. We analyze the environmental and social
risks of all our financing operations of projects that are under the
scope of the principles of Ecuador and participate actively in the
evolution of the criteria

« Principles of Responsible Investment. We manage our pension
funds of employees in Spain and Brazil applying criteria of
responsible investment.

- Others include: Wolfsberg Group; Round table on responsible
soy; Sustainable livestock working group; CDP (formerly Carbon
Disclosure Project); Climate Leadership Council.

UNEP FI - Principles for responsible banking

The Principles provide the banking industry with a single
framework that embeds sustainability across all business areas.
The Principles align banks with society’s goals as expressed

in the Sustainable Development Goals and the Paris Climate
Agreement.

Transparency, accountability, governance, target setting and
working with all stakeholders towards positive impacts are at
the core of the Principles and will help banks increase their
contribution to address global challenges.
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Further information

International standards and response to
legislation in preparing this Responsible
banking chapter

Santander has relied on internationally recognized
standards such as the Global Reporting Initiative
(GRI) in the preparation of its successive
Sustainability Reports. This chapter has been
prepared in accordance with the GRI Standards:
Comprehensive option.

Additionally, in this chapter detailed information

is provided to respond to the Law 11/2018, which
transposes to the Spanish legal order the Directive
2014/95/EU of the European Parliament and of the
Council of 22 October 2014 amending Directive
2013/34/EU as regards disclosure of non-financial
and diversity information.

Scope

This chapter is the fifteenth annual document that
the Santander Group has published, giving account
of its sustainability commitments, and refers to the
period from 1 January to 31 December 2018. This
report has been verified by PricewaterhouseCoopers
Auditores, S.L., and independent firm which also
audited the Group’s annual financial statements for
the year.

This report also covers the Group’s relevant activities
in the geographical areas in which it is present:
Continental Europe, the United Kingdom, the United
States and Latin America. The economic information
is presented according to the definition used by

the Group for accounting purposes; the social and
environmental information has been prepared
according to the same definition, wherever this is
available.

Data contained in this chapter covers Banco
Santander SA. and subsidiaries (For more
information see notes 3 and 52 to the consolidated
financial statements and sections 3 and 4 of the
economic and financial chapter).
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When the limitations and scope of the information,
and the changes in criteria applied with respect to
the to the 2017 sustainability report are significant,
these are reflected in the corresponding section of
the report and the GRI Content Index.

Material aspects and stakeholder involvement
The Group maintains active dialogue with its
stakeholders in order to identify those issues that
concern them. In addition, a survey was conducted
to determine the most relevant aspects to be
addressed in this sustainability report. The Group
also closely monitors the questionnaires and
recommendations of the main sustainability indexes
(Dow Jones, FTSE4Good, etc.) and the various
international sustainability initiatives to which the
Group is party, such as the World Business Council
for Sustainable Development (WBCSD).

In flagging and identifying content to be included in
the report, and in addition to the materiality study
conducted, the sustainability context of the Group
at both the global and local level was considered.
Moreover, and insofar as there was sufficient
available information, the impacts both within and
outside the Bank were addressed.

The details of this process, as well as the results of
the materiality study, can be found on section 'What
our stakeholders tell us' of this document.
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Law content index

Equivalent table of legal disclosure requirements under Spanish law 11/2018

Description of the metric/concept included in the Chapters/section of the Consolidated directors Correspondence
11/2018 Law to be disclosed report where the info is available with GRlindicators
GRI102-1
GRI1102-2
Short description of the Group's business model (it will include its GRI102-3
business environment, its organisation and structure, the markets v Pag. 4-9 GRI102-4
in which it operates, its objectives and strategies, and the main 9: GRI102-6
factors and trends that may affect its future performance). GRI102-7
GRI102-14
GRI1102-15
A description of the policies that the Group applies, which
will include: the due diligence procedures applied for the GRIT03-2
identification, assessment, prevention and mitigation of v Principles and governance. Pag. 18-19 GRIT03-3
risks and significant impacts and of verification and control,
including the measures in which they have been adopted):
Sustainable finance. Pag. 62-69
L . o Challenge 2: Inclusive and
The results of these policies, including key indicators of sustainable growth. Pag. 48-61
relevant non-financial results that allow the monitoring and GRIT03-2
evaluation of progress and that favour the comparability between v Atalented and motivated team. Pag. 28-37 GRI103-3
- companies and sectors, in accordance with national, European or — -
o international frameworks of reference used for each matter. Principles and governance, Responsible
= Procurement, Analisis of Social
€ &Environmental pisk management,
k) Pag. 18-19, 46-47, 66-67
— The main risks related to these matters associated with
g the Grot)lp's activities (business relationships, products or
c services) that may have a negative effect in these areas, and - .
3 how the Group manages these risks, explaining the procedures P{:)ncﬂeée:]::r?tdEﬁ;ﬁ;gagfcgblsiaslpon5|ble GRI102-15
S used to detect and assess them in accordance with national, v g{Environmeﬁtal Rick management GRI02-30
European or international frameworks of reference for each Paq. 18-19. 46-47 66-67 9 !
matter. It must include information about the impacts that 9- ! '
have been detected, offering a breakdown, in particular
of the main risks in the short, medium and long term.
GRI102-29
GRI1102-31
Sustainable finance. Pag. 62-69 82: 128;_5 (GRI
Detailed information on the current and foreseeable effects de la dimension
of the activities of the company in the environment and, where ambiental)
appropriate, health and safety, environmental evaluation or
certification procedures; the resources dedicated to the Environmental footprint. Pag. 69 GRI102-1
prevention of environmental risks; the application of the v GRI102-29
principle of caution, the amount of provisions and guarantees Analysis of environmental GRIT02-T1

for environmental risks.

and social risks. Pag. 66-67

Provisions and guarantees for environmental

risks is not a material aspect of the total
provisions of Banco Santander, because
the environmental risk associated

with its direct activities is small.
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Description of the metric/concept included in the
11/2018 Law to be disclosed

Chapters/section of the Consolidated directors
report where the info is available

Correspondence
with GRlindicators

Contamination:

Measures to prevent, reduce or repair CO, emissions that

seriously affect the environment, taking into account any v Environmental footprint. Pag. 68-69 GRI103-2 (GRI
) e e " : ! - 302y 305)
form of air pollution, including noise and light pollution.
Circular economy and waste prevention and management:
. . GRI103-2
Waste prevention measures, waste recycling measures,

; ) . (GRI306)
waste reuse measures; other forms of waste recovery v Environmental footprint. Pag. 68-69 GRI301-2
and reuse; actions againts food waste. GRI3061

Sustainable use of resources:
Use and supply of water according to local limitations v Environmental footprint. Pag. 68-69 GRI303-1
GRI1103-2
Consumption of raw materials and measures } ) B (GRI1307)
taken to improve the efficiency of its use. v Environmental footprint. Pag. 68-69 GRI301-1
GRI301-2
GRI103-2
Energy: direct and indirect consumption, measures taken to : ) B (GRI302)
improve energy efficiency, use of renewable energies v Environmental footprint. Pag. 68-69 GRI1302-1
GRI302-3
Climate change:
GRI1103-2
(GRI305)
Important elements of greenhouse gas emissions generated as : . B GRI305-1
a business activity (including goods and services produced) v Environmental footprint. Pag. 68-69 GRI1305-2
GRI305-3
GRI305-4
GRI103-2
Measures taken to adapt to the consequences of climate change 4 Sustainable finance. Pag. 62-69 (GRI305)
GRI201-2
Reduction targets voluntarily established in the medium GRIT03-2
and long term to reduce greenhouse gas emissions 4 Environmental footprint. Pag. 68-69 (GRI305)

and means implemented for this purpose.

Protection of biodiversity:

Measures taken to preserve or restore biodiversity

Los impactos causados por las actividades
directas de Banco Santader sobre la biodiversidad

Impacts caused by the activities or operations of protected areas

no son materiales debido a la actividad
financiera desarrollada por la entidad.
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Description of the metric/concept included in the
11/2018 Law to be disclosed

Chapters/section of the Consolidated directors
report where the info is available

Correspondence
with GRIindicators

Employment:
GRI103-2
_, Total number and distribution of employees by gender, . (GRI 401)
-2 age, country and professional classification v Key Metrics. Pag. 70 GRI1102-8
o GRI405-1
(%]
™ Total number and distribution of contracts modes and annual GRI102-8
average of undefined contracts, temporary contracts, and part- v Key Metrics. Pag. 71 GRI 4051
time contracts by: sex, age and professional classification.
Number of dismissals by: gender, age and professional classification. v/ Key Metrics. Pag. 72 GRI1401-1
Average remuneration and its progression broken down ] .
by gender, age and professional classification v Key Metrics. Pag. 73 CRI405-2
GRI1103-2
Salary gap and remuneration of equal or average jobs in society 4 Pag. 33 (GRI1405)
GRI1405-2
Average remuneration of directors and executives (including GRIT02-35
variable remuneration, allowances, compensation, v Key Metrics. Pag. 73 GRI102-36 GRI
payment to long-term savings forecast systems and Corporate governance chapter (pag. ) 103-2 (GRI 405)
any other payment broken down by gender)
Implementation of work disconnection policies v Atalented and motivated team. Pag. 28-37 (GGR';RES{)Z
Employees with disabilities Key metrics. Pag. 32, 71 GRI1405-1
Organisation of work:

o s . . GRI103-2
rganisation of work time Atalented and motivated team (GRI 401)
Number of absent hours Key Metrics. Pag. 37, 74 GRI403-2
Measures designed to facilitate work-life balance and encourage - GRI103-2
a jointly responsible use of said measures by parents A talented and motivated team. Pag. 28,72 (GRI 401)

Health and safety:
Conditions of health and safety in the workplace 4 Atalented and motivated team. Pag. 28, 72 GRI1102-41
Occupational accidents, in particular their frequency and severity, : GRI1403-2
as well as occupational illnesses. Broken down by gender. Y Key Metrics. Pag. 74 GRI1403-3
Social relations:
Organisation of social dialogue (including procedures to R GRI103-2
inform and consult staff and negotiate with them) Y What our stakeholders tell us. Pad. 14-15 (GRI402)
Percentage of employees covered by collective : -
bargaining agreements by country Y Key Metrics. Pag. 28, 72 CRI102-41
Balance of the collective bargaining agreements (particularly : GRI1403-1
in the field of health and safety in the workplace) v GRI content index. GRI1403-4
Training:
GRI103-2
The policies implemented in the field of training v Atalented and motivated team. Pag. 28-37 (GRI404)
GRI1404-2
Total number of hours of training by professional categories. 4 Key Metrics. Pag. 73 GRI1404-1
Accessibility:

: i Challenge 2: Inclusive and GRI1103-2
Universal accessibility of people v sustainable growth. Pag. 32, 51. (GRI405)
Equality:

Measures taken to promote equal treatment and opportunities Atalented and motivated team. Pag. 28-37

between women and men, Equality plans (Chapter IIl of

Organic Law 3/2007, of 22 March, for the effective equality of

women and men), measures taken to promote employment, GRI03-2 (GRI
protocols against sexual and gender-based harassment, Policy v 405y 406)

against all types of discrimination and, where appropriate,
integration of protocols against sexual and gender-based
harassment and protocols against all types of discrimination
and, where appropriate, management of diversity

SMEs & job creation. Pag. 28-3
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Description of the metric/concept included in the Chapters/section of the Consolidated directors Correspondence
11/2018 Law to be disclosed report where the info is available with GRlindicators
Principles and governance, Analisis of GRI102-16
Application of due diligence procedures in the field of Human Rights v Social &Environmental Risk, Responsible GRI102-17
Procurement. Pag. 18-19, 66-67. GRI103-2
3 ) . ) . S . (GRI 412)
= Prevention of the risks of Human Rights violations and, Principles and governance, Responsible GRI410-1
g where appropriate, measures to mitigate, manage v Procurement. Analisis of Social GRI 412-1
c and repair any possible abuses committed &Environmental Risk, Pag. 18-19, 66-67. GRI412-3
©
€ . ' - GRI content index. Risk
2 Complaints about cases of human rights violations v management chapter (p.) GRI406-1
™ Promotion and compliance with the provisions of
the fundamental conventions of the International : ~ GRI103-2 (406,
Labour Organisation regarding respect for freedom of v A talented and motivated team. Pag. 18-19 407,408 y 409)
association and the right to collective bargaining.
. . Principles and governance, Risk GRI102-16
. Measures taken to prevent corruption and bribery v management chapter (p.) CRIT027
2. GRI103-2
85 (GRI205)
o a . Principles and governance, GRI205-1
== Measures to combat money laundering d Risk management chapter (p.) GRI205-2
29 GRI205-3
<
Contributions to non-profit foundations and entities v Community investment. Pag. 58.59 GRI413-1
Commitments of the company to sustainable development:
The impact of the company'’s activity on v SMEs & job creation, Community
employment and local development investment. Pag. 52-53, 58-59
The impact of the company'’s activity on local v SMEs & job creation, Community
towns and villages and in the country investment. Pag. 52-53, 58-59
Relations maintained with the representatives of local -
communities and the modalities of dialogue with them v What our stakeholders tell us. Pag. 14-15
Association or sponsorship actions* v Community investment. Pag. 58-59
Outsourcing and suppliers:
Inclusion of social, gender equality and environmental . B GRI103-2 (GRI
issues in the procurement policy v Responsible procurement. Pag. 46-47 204,308y 414)
GRI102-9
Cadena de
- suministro
' Consideration in relations with suppliers and . B GRI103-2 (GRI
8 subcontractors of their responsibility v Responsible procurement. Pag. 46-47 204,308y 414)
€ GRI204-1
S GRI308-1
% GRI 4141
c .. . . . GRI103-2
S Supervision and audit systems and resolution thereof v Responsible procurement. Pag. 13, 46-47 (GRI 204)
c
=t
® Consumers:
€
S GRI103-2 (GRI
= . . . 416, 417y 418)
= Responsible Business Practices. Pag. 38-39 E
s Measures for the health and safety of consumers v Risk management chapter (p.) (GJI;: 3}?_11
G4-FS15
GRI1102-17
Responsible Business Practices. Pag. 38-41 GRI1103-2 (GRI
: : : Key metrics. Pag. 75. Risk 416,417y 418)
Systems for complaints received and resolution thereof 4 management chapter (p.) CRI'416-2
GRI content index. GRI417-2
GRI418-1
Tax information:
. ] Appendix VI in Auditor's report and
The profits obtained country by country v annual consolidate accounts (Pag. 289) GRI103-2
GRI 201
Taxes earned on benefits paid v Tax contribution. Pag. 13, 61 ( )
Public grants received v GRI content index. GRI1201-4

Any other relevant information:

*NB: The data to report this indicator could be quantitative or qualitative

In addition to the contents mentioned in the previous table, the consolidated non-financial information statement of Banco Santander includes the following

contents: 102-5, 102-9, 102-10, 102-12, 102-13, 102-18, 102-19, 102-20, 102-21,102-22, 102-23, 102-24, 102-25, 102-26, 102-27,102-28, 102-32,102-33, 102-34, 102-37,

102-40, 102-42,102-43, 102-44, 102-45, 102-46, 102-47,102-48, 102-49, 102-50, 102-51, 102-52, 102-53, 102-54, 102-55, 102-56, 201-1, 201-3, 202-1, 202-2, 2031,
203-2,206-1,302-1,302-3,307-1, 308-2, 401-2, 402-1, 404-3, 405-2, 411-1, 414-2, 415-1, 417-3, 419-1.
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Global Reporting Initiative

GRI) content index

GRI Standards: GENERAL DISCLOSURES

GRI Standard Disclosure Page/Omission Review
GRI101: FOUNDATION
GRI102: GENERAL DISCLOSURES
102-1 Name of the organization P. 80 Na
102-2 Activities, brands, products, and services Fo % e a3 2d 25, 26°27, 48- Na
102-3 Location of headquarters P.80 Na
Table 20 in Key metrics from the
102-4 Location of operations chapter Responsinle Banking (P. 74). Na
Annual consolidated accounts.
102-5 Ownership and legal form P. 44-45 and 708 Na
Table 20 in Key metrics from the
102-6 Markets served Responsible Banking chapter (P. 68), Na
P.13,38-39, 50-51and 54-55.
ORGANISATIONAL ~ - P.13,27,28 and 44 and tables 1 (p.
PROFILE 1027 Scale of the organization 70)'y 20 (p. 72) in Key metrics v
) . P.13,27,28 and 44 and tables 1 (p.
102-8 Information on employees and other workers 70)'y 20 (p. 72) in Key metrics NE
102-9 Supply chain P. 46-47. Na
102-10 Significant changes to the organization and its supply chain  P. 81 v
. — P.13,27,28 and 44 and tables 1 (p.
102-11 Precautionary Principle or approach 70)'y 20 (p. %‘) in K:;m:triss (p Na
102-12 External initiatives P. 31, 40-41, 46, 50-55 and 65-66 Na
Santander participates in industry
~ : - associations representing financial
102-13 Membership of associations activity in the countries where it v
operates, as the AEB in the case of Spain
102-14 Statement from senior decision-maker P.12,24 and 57. Na
STRATEGY P. 21,23, 28-29 42-43, 46-47, 66~
102-15 Key impacts, risks, and opportunities 69 and p. 214 from the annual Vv
consolidated accounts.
102-16 Values, principles, standards, and norms of behavior P.20-21, 23, 24-25, 31 and 47. Na
ETHICS AND
INTEGRITY 102-17 Mechanisms for advice and concerns about ethics P. 20-21, 25-27, 34-39, 47, v

54-59 and 62-66.
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GRI Standard Disclosure Page/Omission Review
~ P.16-17 and Corporate Governance
102-18 Governance structure chapter of the annual report. va
- : : P.16-17 and Corporate Governance
102-19 Delegating authority chapter of the annual report. v
102-20 Executive-level responsibility for economic, P.16-17 and Corporate Governance v
environmental, and social topics chapter of the annual report.
. . P.24-25,32-33,38 and 43 and
102-21 Consulting stakeholders on economic, ¢ !
environmental, and social topics grc:rl;%%ﬁ'seepg?tv?;r?r?ggfacchc%%tﬁtrsof the v
102-22 Composition of the highest governance P.17 and Corporate Governance Na
body and its committees chapter of the annual report.
P. 125 and 108-113 from the Corporate
102-23 Chair of the highest governance body Governance chapter of the annual Na
report. Annual accounts
P.138-140 and 156-157 from the
102-24 Nominating and selecting the highest governance body Corporate Governance chapter of the va
annual report. Annual accounts.
P.16, 45,108, 152, 160-162 from the
102-25 Conflicts of interest Corporate Governance chapter of the Na
annual report. Annual accounts.
P.18-19, 42, 60. P. 116-160 Corporate
102-26 Role of highest governance body in setting Governance. Chapter 2 of the v
purpose, values, and strategy Regulations of the Board of Directors
of Banco Santander, S.A
P.116-127 from the Corporate
102-27 Collective knowledge of highest governance body Governance chapter of the annual Na
report. Annual accounts.
P.108-111, 140, 146 from the Corporate
102-28 Evaluating the highest governance body's performance Governance chapter of the annual v
GOVERNANCE report.Annual accounts.
102-29 Identifying and managing economic, P. 66. s
environmental, and social impacts Annual accounts.
102-30 Effectiveness of risk management processes P.18-19, 42-43 and 66-67. va
102-31 Review of economic, environmental, and social topics thikaTr?SaelgaechSrﬁtcshapter of v
Santander’s Board approved this
reporton FebrL(lary, 26th 2019 related
: . ) . P . to 2018 period (p. 24-25 from the 2018
102-32 Highest governance body's role in sustainability reporting Annual report, and p. 108 from the v
Corporate Governance Chapter of the
Annual Report published in 2019).

102-33 Communicating critical concerns Annual accounts. Na
102-34 Nature and total number of critical concerns P.18, 42-43, 66-67. Na
~ : - P.31and 33. P. 186-192 from the Corporate
102-35 Remuneration policies Governance Chapter of the Annual Report v

P.3Tand 33. P. 180 and 224 from
102-36 Process for determining remuneration g;etﬁeox%rjglsFg]eosloerrtn?{ré;eogthg?ter Na
the remuneration committee
P.31and 33. P.180 and 224 from
the Corporate Governance Chapter
102-37 Stakeholders' involvement in remuneration of the Annual Report. Report of Na
the risk, supervision, regulation
and compliance committee
102-38 Annual total compensation ratio Confidential information NO
102-39 Percentage increase in annual total compensation ratio Confidential information NO
102-40 List of stakeholder groups P.13-14, 26-27 and 80. Na
102-41 Collective bargaining agreements P. 26-27 and 54. Na
STAKEHOLDER 102-42 Identifying and selecting stakeholders P.14-15 and 26-27. Na
ENGAGEMENT
P. 26, 40-41and 80 and table
102-43 Approach to stakeholder engagement 22 in Key Metrics (p. 73). v
102-44 Key topics and concerns raised P.14-17, 22-23 and 48-49. Na
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GRI Standard Disclosure Page/Omission Review
102-45 Entities included in the consolidated financial statements K'ni%al accounts. v
102-46 Defining report content and topic Boundaries P.15 and 80. Na
102-47 List of material topics P.15 v
102-48 Restatements of information P. 80 v
102-49 Changes in reporting P. 80 v

REPORTING 102-50 Reporting period P.80 Na

PRACTICE
102-51 Date of most recent report P.80 Na
102-52 Reporting cycle P. 80 Na
102-53 Contact point for questions regarding the report P.709 v
102-54 Claims of reporting in accordance with the GRI Standards ~ P. 80 va
102-55 GRI content index GRI Content Index (p. 86-102). v
102-56 External assurance Séfi?i'clgt?sreﬁgggpé va
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GRI Standards: Topic-specific diclosures

Identified
material aspect

Material aspect
boundary

GRI Standard Disclosure

Page/Omission Scope

Review

ECONOMIC STANDARDS

ECONOMIC PERFORMANCE

Ethical behaviour
and risk
management

/ Compliance
and adapting

to regulatory
changes

Internal and
external

103-1 Explanation of the material
topic and its boundary

P. 14-15 and column "Material aspect
boundary" of GRI Content Index (P. 87-99)

GRI103:
MANAGEMENT
APPROACH

103-2 The management
approach and its components

P.13 and column "Page/Omission" of the
GRI 207: Economic Performance"” (p. 87)

103-3 Evaluation of the
management approach

P.13 and column "Page/Omission" of the
GRI 207: Economic Performance"” (p. 87)

201-1 Direct economic value
generated and distributed

GRI1201: ECONOMIC
PERFORMANCE

€ million 2018

Economic value generated’ 48,329

Gross income 48,424

Net loss on discontinued 0
operations

Gains/(losses) on disposal
of assets not classified as 28
non-current held for sale

Gains/(losses) on disposal
of assets not classified as -123
discontinued operations

Economic value distributed 28,711

Dividends? 3,292

Other administrative

expenses (except taxes) 8,489

Personnel expenses 1,865

Income tax and other taxes? 4,886

CSRinvestment 179

Economic value retained
(economic value generated less
economic value distributed)

19,618 Group

1. Gross income plus net gains on asset disposals.

2. Only includes income tax on profits accrued and
taxes recognised during the period. The chapter
on Community Investment provides additional
information on the taxes paid.

3. In addition to the EUR 3,392 million, EUR 132 million
were allocated in shares to shareholders in the
framework of the shareholder compensation
scheme (Santander Dividendo Election) approved by
shareholders' general meeting of 23th March 2018.
According to this, the Bank has offered the possibility
of getting an amount in cash or in new shares that
is equivalent to the second interim dividend for
the year 2018. This figure does not come directly
from consolidated annual accounts, otherwise
turning to a specifically created detail to monitor the
remuneration of the shareholder. This detail can be
included at the beginning of chapter 4, "Distribution
of the Bank’s results, shareholders remuneration
system and benefit per share”, section a).

201-2 Financial implications and
other risks and opportunities
due to climate change

P.18, 49, 62-69. Table 24 in

Key metrics (p. 74). Group

\/’2

201-3 Defined benefit plan
obligations and other
retirement plans

The liability for provisions for pensions
and similar obligations at 2017 year-

end amounted to EUR 5.558 million.
Endowments and contributions to the
pension funds in the 2017 financial year
have amounted to EUR 371 million. The
detail may be consulted in Auditor’s report
and annual consolidated accounts.

Group

201-4 Financial assistance
received from government

The Bank has not received significant
subsidies or public aids during 2017. The
detail may be consulted in Auditor’s report
and annual consolidated accounts.

Group
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Identified Material aspect GRI Standard
material aspect boundary Disclosure Page/Omission Scope Review
MARKET PRESENCE
103-1 Explanation of the material ~ P.14-15 and column "Material aspect
topic and its boundary boundary" of GRI Content Index (P. 86-102) - v
GRI103: 103-2 The management P.24-25 and column “Page/Omissionn” of
MANAGEMENT approach and its components the GRI 201: Economic Performance (p. 90) -
APPROACH PP P ' p- 90). v
Attracting and 103-3 Evaluation of the P.24-25 and column “Page/Omissionn” of
retaining talent management approach the GRI207: Economic Performance (p. 90). B v
/ Diversity / Internal -
Community 202-1 Ratios of standard entry
investment level wage by gender compared
to local minimum wage Table 13 in Key metrics (P. 73). Group V3
GRI202: MARKET
PRESENCE The Group Corporate Human Resources
202-2 Proportion of senior Model aims to attarct and retain the best Gruop
management hired from professionals in the countries in which it excluding
the local community operates. Table 7 in Key metrics (p. 71) USA Na
INDIRECT ECONOMIC IMPACT
P.14-15, columna “Cobqrtura
103-1 Explanation of the material  del tema material” del Indice de
topic and its boundary contenidos GRI (P. 86-102). - v
GRI103:
MANAGEMENT 103-2 The management
APPROACH approach and its components P. 54-59. - va
%%?ST;Z:E/ External 103-3 Evaluation of the
management approach P. 54-59. - v
203-1Infrastructure investments
GRI203: INDIRECT and services supported P. 56, 58-59. Group v
ECONOMICIMPACT 5035 significant indirect
economic impacts P. 56, 58-59. Group v
PROCUREMENT PRACTICES
P.14-15, columna “Cobertura
103-1 Explanation of the material ~ del tema material” del Indice de
topic and its boundary contenidos GRI (P. 89-101). - v
- GRITO3: ENFOQUE 305 o erent
Ethical behaviour approach and its components P. 46-47 - Na
and risk External
management 103-3 Evaluation of the
management approach P.46-47 - Na
GRI204:
PROCUREMENT 204-1 Proportion of spending
PRACTICES on local suppliers P. 46-47 Group Ve
ANTI-CORRUPTION
P.14-15, columna “Cobertura
103-1 Explanation of the material ~ del tema material” del Indice de
topic and its boundary contenidos GRI (P. 86-102). - v
GRI103:
Ethical behaviour MANAGEMENT 103-2 The management
and risk APPROACH approach and its components P.20-21, 23, 24-25, 31and 47. - v
;nca;r?]%i:\:cr: 103-3 Evaluation of the
and adapting Internal and management approach P.20-21, 23, 24-25,31and 47. - Va
to regulatory external 205-1 Operations assessed for
changes / risks related to corruption Risk management chapter Group v
Corporate
governance- . _ 205-2 Communication and
transparency ggki%sp.ﬁgn training about anti-corruption
policies and procedures Risk management chapter Group Na
205-3 Confirmed incidents of
corruption and actions taken Risk management chapter Group Ve
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Identified
material aspect

Material aspect

boundary GRI Standard

Disclosure

Page/Omission Scope

Review

ANTI-COMPETITIVE BEHAVIOR

Ethical behaviour
and risk
management

/ Compliance
and adapting

to regulatory
changes

GRI103:
MANAGEMENT
APPROACH

103-1 Explanation of the material
topic and its boundary

P. 14-15 and column "Material aspect
boundary" of GRI Content Index (p. 86-102)

103-2 The management
approach and its components

P.20-21, 23, 24-25, 31,47 and column
“Page/Omission” of the GRI 206: -
Anti-competitive Behaviour (p. 91).

103-3 Evaluation of the
management approach

P.20-21, 23, 24-25, 31,47 and column
“Page/Omission” of the GRI 206: -
Anti-competitive Behaviour (p. 91).

Internal and
external

GRI1206: ANTI-
COMPETITIVE
BEHAVIOUR

206-1 Legal actions for anti-
competitive behavior, anti-trust,
and monopoly practices

After an administrative investigation on
several financial entities, including Banco
Santander, S.A., in relation to possible
collusive practices or price-fixing agreements,
as well as exchange of commercially
sensitive information in relation to financial
derivative instruments used as hedge of
interest rate risk for syndicated loans, on 13
February 2018, the Competition Directorate
of the Spanish “National Commission for
Antitrust and Markets” (CNMC) published

its decision, by which it fined the Bank and
another three financial institutions with EUR
91 million (EUR 23.9 million for the Bank) for
offering interest rate derivatives in breach
of Articles 1of the Spanish Act 15/2007

on Defence of Competition and 101 of the
Treaty of Functioning of the European Union.
According to the CNMC, there is evidence
that there was coordination between the
hedging banks/lenders to coordinate the
price of the derivatives and offer clients, in
each case, a price different from the "market
price". This decision has been appealed
before the Spanish National Court by the
Bank, that has already paid the fine.

The Italian Competition Authority has
imposed to Banca PSA Italia a fine of €
6.077.606 as part of an investigation against
the Captive Banks, Assofin and Assilea.
According to the decision, the Captive Banks,
Assofin and Assilea ran an unlawful cartel
from 2003 to April 2017, aimed at exchanging
sensitive commercial information in the car
financing market in Italy, in order to restrict
competition for the sale of financed cars, in
violation of Article 101 TFEU. The decision will
be appeal. Further information on litigation
and other Group contingencies can be found
in the Auditor's Report and Annual Accounts

Group

ENVIRONMENTAL STANDARDS

MATERIALS

Internal
environmental
footprint

GRI103:
MANAGEMENT
APPROACH

103-1 Explanation of the material
topic and its boundary

P.14-15 and column "Material aspect
boundary" of GRI Content Index (p. 86-102)

103-2 The management
approach and its components

P.62, 63, 64, 66, 68-69. -

103-3 Evaluation of the
management approach

P.62, 63, 64, 66, 68-69. -

Internal and
external

GRI301: MATERIALS

301-1 Materials used by
weight or volume

P. 69 and table 24 de Principales

métricas (P. 76). Group

N

301-2 Recycled input
materials used

The percentage of the environmentally-
friendly paper consumption with respect to
the total consumption is 86%. This percentage
includes both recycled and certified paper

Group

\/’4

301-3 Reclaimed products and
their packaging materials

Not applicable due to the type

of Group financial activity Group

NO
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Identified Material aspect GRI Standard
material aspect boundary Disclosure Page/Omission Scope Review
ENERGY
103-1 Explanation of the material  P.12-13 and column "Material aspect ~
topic and its boundary boundary" of GRI Content Index (p. 86-102)
GRIT03: 103-2 The management
MANAGEMENT 'ag P.62, 63, 64, 66 and 68-69. -
APPROACH approach and its components
103-3 Evaluation of the
management approach P.62, 63, 64, 66 and 68-69. - va
302-1 Energy consumption . . 4
S within the organization P. 69 and Table 24 in Key metrics (p. 76) Group N&
. Internal and i
environmental 302-2 Energy consumption .
footprint external outside of the organization Notavailable Group NO
302-3 Energy intensity Table 24 in Key metrics (p. 76) Group V&
GRI302: ENERGY A i veic of deffoct
~ . n specific analysis of cause and effec|
22;4 Rceg:sclzzn t?im relation for the implemented measures and Group NO
9y P of the obtained reduction is not available
302-5 Reductions in .
energy requirements of Notapphc_able QUe tohthe type Group NO
. of Group financial activity
products and services
WATER
103-1 Explanation of the material  P.14-15 and column "Material aspect ~ Ve
topic and its boundary boundary" of GRI Content Index (p. 86-107)
GRI103: 103-2 The mana t
MANAGEMENT \agemen P.62, 63, 64, 66 and 68-69. -
APPROACH approach and its components
103-3 Evaluation of the
Internal Internal and management approach P.62, 63, 64,66 and 68-69. B
environmental external
footprint 303-1 Water withdrawal by source P. 69 and Table 24 in Key metrics (p. 76) Group v*
. 303-2 Water sources significantly ~ Not applicable due to the type
GRI303: WATER affected by withdrawal of water  of Group financial activity Group NO
303-3 Water recycled and reused Not appl|c'able Que to.the type Group NO
of Group financial activity
BIODIVERSITY
103-1 Explanation of the material .
topic and its boundary Not material B NO
GRI103:
MANAGEMENT 103-2 The management Not material - NO
APPROACH approach and its components
103-3 Evaluation of the Not material ~ NO
management approach
304-1 Operational sites owned,
leased, managed in, or adjacent
to, protected areas and areas Not material Group NO
. . of high biodiversity value
Not material Not applicable outside protected areas
304-2 Significant impacts
GRI304: of activities, products, and Not material Group NO
BIODIVERSITY services on biodiversity
304-3 Habitats protected Not material Grou NO
or restored P
304-4 [UCN Red List species
and national conservation Not material Group NO

list species with habitats in
areas affected by operations
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Identified Material aspect
material aspect boundary GRI Standard Disclosure Page/Omission Scope Review
EMISSIONS
103-1 Explanation of the material ~ P.14-15 and column "Material aspect -
topic and its boundary boundary" of GRI Content Index (p. 86-107)
GRI103: 103-2 The management
MANAGEMENT approa handitsg mponents P. 62, 63, 64, 66 and 68-69. -
APPROACH pproach and Its compone
103-3 Evaluation of the P.62, 63, 64, 66 and 68-69. ~
management approach
305-1 Direct (Scope 1) . ) N
GHG emissions P. 69 and Table 24 in Key metrics (p. 76) Group &
305-2 Energy indirect . . 4
el (Scope 2) GHG emissions P. 69 and Table 24 in Key metrics (p. 76) Group N&
; Internal and - indi
?ggtlz)?—innTental external g;)g:Goé:‘nﬁ;;?sr:;eCt (Scope P. 69 and Table 24 in Key metrics (p. 76) Group v
305-4 GHG emissions intensity Table 24 in Key metrics (p. 76) Group v
GRI305: EMISSIONS A i veic of deffoct
B . n specific analysis of cause and effec|
z%scifnﬁg;gtrﬁn of relation for the implemented measures and Group NO
of the obtained reduction is not available
305-6 Emissions of ozone- Not applicable due to the type Grou NO
depleting substances (ODS) of Group financial activity P
305-7 Nitrogen oxides (NOX), .
sulfur oxides (SOX), and other Not applicable due to the type Group NO
P } L of Group financial activity
significant air emissions
EFFLUENTS AND WASTE
103-1 Explanation of the material  P.14-15 and column "Material aspect ~
topic and its boundary boundary" of GRI Content Index (p.86-107)
GRI103: 103-2 The management
MANAGEMENT aporoach and itsgcom onents P.62, 63, 64, 66 and 68-69. -
APPROACH PP : P
103-3 Evaluation of the P.62, 63, 64, 66 and 68-69. ~
management approach
306-1 Water discharge by Not applicable due to the type Grou NO
Internal ol Internal and quality and destination of Group financial activity P
environmenta
. external 306-2 Waste by t f i
footprint y type 4
p and disposal method P. 69 and Table 24 in Key metrics (p. 76) Group N&
GRI306: EFFLUENTS v . Not applicable due to the type
AND WASTE 306-3 Significant spills of Group financial activity Group NO
306-4 Transport of Not applicable due to the type
) : L Group NO
hazardous waste of Group financial activity
306-5 Water bodies affected by Not applicable due to the type Grou NO
water discharges and/or runoff of Group financial activity P
ENVIRONMENTAL COMPLIANCE
103-1 Explanation of the material ~ P.14-15 and column "Material aspect ~ v
topic and its boundary boundary" of GRI Content Index (p. 86-107)
Ethical behaviour ORI 103 103-2 The management
, MANAGEMENT . P.32-33 -
and risk APPROACH approach and its components
management 103-3 Evaluation of the
K Internal and P.32-33 -
érsg?dpa“at?rfe external management approach
to re ulgtorg The Bank has not received final sanctions
changes Y GRI307: 307-1 Non-compliance for this concept. In addition, information
9 ENVIRONMENTAL with environmental laws on litigation and other Group contingencies Group NE
COMPLIANCE and regulations can be found in Auditors’ report and
annual consolidated accounts.
SUPPLIER ENVIRONMENTAL ASSESSMENT
103-1 Explanation of the material ~ P.14-15 and column “Material aspect v
topic and its boundary boundary” of GRI Content Index (p. 86-102)
GRI103: 103-2 The management
MANAGEMENT approach and itsgcom onents P.46-47 B
APPROACH PP : P
Ethical behaviour 103-3 Evaluation of the P. 46-47 -
and risk Internal and management approach
management external 308-1 New suppliers that
) were screened using P.46-47 Group VA
GRI308: SUPPLIER  opyironmental criteria
ENVIRONMENTAL - -
ASSESSMENT 308—2 Nggatwe envwonmlental
impacts in the supply chain P.46-47 Group VAl

and actions taken

93



OOOUO &R

Identified Material aspect GRI Standard
material aspect boundary Disclosure Page/Omission Scope Review
SOCIAL STANDARDS
EMPLOYMENT
103-1 Explanation of the material ~ P.14-15 and column "Material aspect ~ v
topic and its boundary boundary" of GRI Content Index (p. 86-102)
GRI103: 103-2 The management
MANAGEMENT 149 P.27-28 and 56 - v
APPROACH approach and its components
103-3 Evaluation of the P.27-28 and 56 - v
Attracting and management approach
retaining talent Internal 401-1 New employee hires P.27-28 and 56 and Tables 10 and Grou v
/ Diversity and employee turnover 11in Key metrics (p. 70-72) P
401-2 Benefits provided to
GRI 401 full-time employees that are Benefits detailed in p. 26-29 are Grou Ve
EMPLOYMENT not provided to temporary regarding only full-time employees P
or part-time employees
401-3 Parental leave Not available Group NO
LABOUR/MANAGEMENT RELATIONS
103-1 Explanation of the material ~ P.14-15 and column "Material aspect ~
topic and its boundary boundary" of GRI Content Index (p. 86-102)
SAS\II]ITG.EMENT 103-2 The management Column "Page/Omission” of the GRI 402: ~
Attracting and APPROACH approach and its components Labor/Management relations" (p. 94)
retaining talent Internal 103-3 Evaluation of the Column "Page/Omission" of the GRI 402: B Ve
/ Diversity management approach Labor/Management relations" (p. 94)
. Santander Group has not established any
ORI 402: LABOR/ 402-1 Minimum notice periods minimum period to give prior notice relating
MANAGEMENT . . h o h i f Group Na
RELATIONS regarding operational changes to organlsa_tlonalc anges different from
those required by law in each country
OCCUPATIONAL HEALTH AND SAFETY
103-1 Explanation of the material  P.14-15 and column "Material aspect B
topic and its boundary boundary" of GRI Content Index (p. 86-102)
f/IRAII]lg%EMENT 103-2 The management P.34y column "Page/Omission" of the GRI B
APPROACH approach and its components 403: Occupational Safe and Safety (p. 85)
103-3 Evaluation of the P.36y column "Page/Omission" of the GRI B v
management approach 403: Occupational Safe and Safety (p. 87)
403-1Workers representation in In Banco Santander S.A, the percentage Banco
S . Santander
formal joint management-worker  of workforce represented in the Health S.A and v
health and safety committees and Safety Committee in 100% SCF
Atttrchingtalrld N internal 403-2 Types of injury and rates
retaining taten nterna of injury, occupational diseases, P.36 and Tables 17,18 and 19 Grou e
/ Diversity ) lost days, and absenteeism, and in Key metrics (p. 73) P
(G)EICTJOP?XTIONAL number of work-related fatalities
HEALTH AND 403-3 Workers with high There have not been identified work
SAFETY incidence or high risk of diseases e Group NO
. . posts with high risk of desease
related to their occupation
Formal agreements with unions take into
B account issues concerning the health of Banco
403. 4 Health apd safety workers and occupational health and safety, ~ Santander
topics covered in formal h as health L d check SA and VA
agreements with trade unions such as health monitoring and check-ups, A.an
both periodic for all workers and for workers ~ SCF

returning from prolonged sick leave
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material aspect boundary GRI Standard Disclosure Page/Omission Scope Review
TRAINING AND EDUCATION
103-1 Explanation of the material  P.14-15 and column "Material aspect v
topic and its boundary boundary" of GRI Content Index (p. 86-102)
:\]Asxlljlg?(’jEMENT 103-2 The management P. 26,28-29. Column "Page/Omission" of Ve
APPROACH approach and its components the GRI 404: Training and education (p. 95)
103-3 Evaluation of the P.26,28-29. Column “Page/Omission” of v
management approach the GRI 404: Training and education (p. 95)
404-1 Average hours of training P.30-31and tables 14,15 and 16 Grou v
Attracting and per year per employee in Key metrics (p. 72-73) P
retaining talent Internal Banco Santander in Spain offers programmes
/ Diversity for skills management and lifelong
404-2 Programs for upgrading learning that support the employability of Banco
GRI404: TRAINING  employee skills and transition their employees once they have finished Santander
AND EDUCATION assistance programs their carrers or have been affected by S.A.
collective redundancies. P. 28 y 30-31
and table 14 in Key metrics (p.72)
404-3 Percentage of employees  P.28-29. Regular performance and
receiving regular performance career development reviews are received Group v
and career development reviews by the 100% of the employees
DIVERSITY AND EQUAL OPPORTUNITY
103-1 Explanation of the material  P.14-15 and column "Material aspect Ve
topic and its boundary boundary" of GRI Content Index (P. 86-102).
GRI103: 103-2 The management
Attracting and ZAF;L\P%%GAECAQENT approach and its components P.3233 ; v
retaining talent .
: h 103-3 Evaluation of the
/ Diversity / Internal h P.32-33 - v
Incentives tied management approac
to ESG criteria . 405-1Diversity of governance P.18-19, 25, 32-33 and Tables 1, 3
25'[)4830?A|E/ERS|TY bodies and employees and 6 in Key metrics (p. 70-71) Group v
OPPORTUNITIES 405-2 Ratiq of basic salary and P.33 GI’OUD NO
remuneration of women to men
NON-DISCRIMINATION
103-1 Explanation of the material  P.14-15 and column "Material aspect
Ethical behaviour topic and its boundary boundary" of GRI Content Index (P. 86-102).
and risk GRI103: .
management MANAGEMENT 103-2 The management P.28-29y 56. -
. Internal and approach and its components
/ Compliance external APPROACH -
and adapting 103-3 Evaluation of the P.28-29 56. R v
to regulatory management approach
changes GRI406: NON- 406-1 Incidents of discrimination Risk management chanter Grou v
DISCRMINATION and corrective actions taken 9 P P
FREEDOM OF ASSOCIATION AND COLLECTIVE BARGAINING
103-1 Explanation of the material ’ ~
topic and its boundary Not material v
GRI103:
MANAGEMENT 103-2Themanagement Not material -
APPROACH PP : P
Not material Not applicable 103-3 Evaluation of the Not material -
management approach
GRI407: FREEDOM  407-1 Operations and suppliers
OF ASSOCIATION in which the right to freedom Not material Grou NO
AND COLLECTIVE of association and collective P
BARGAINING bargaining may be at risk
CHILD LABOR
103-1 Explanation of the material . ~
topic and its boundary Not material v
GRI103:
MANAGEMENT 1052 The management  — Not material -
_ , APPROACH PP P
Not material Not applicable 103-3 Evaluation of the .
Not material -
management approach
. 408-1Operations and
E:éé%s CHILD suppliers at significant risk Not material Group NO

for incidents of child labor
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Identified Material aspect GRI Standard
material aspect boundary Disclosure Page/Omission Scope Review
FORCED OR COMPULSORY LABOR
103-1 Explanation of the material .
. . Not material -
topic and its boundary
GRI103:
MANAGEMENT lOS'FZOng :smzr}?gce?nfn;nents Not material -
) ) APPROACH PP P
Not material Not applicable 103-3 Evaluation of the .
Not material -
management approach
GRI'409: FORCED 409-1Operations and suppliers
OR COMPULSORY at significant risk for incidents Not material Group NO
LABOR of forced or compulsory labor
SECURITY PRACTICES
103-1 Explanation of the material  P.14-15 and column "Material aspect
Ethical behaviour CRIT03: topic and its boundary boundary" of GRI Content Index (p. 86-102)
and risk 103-2 The management Column "Page/Omission" of the GRI
MANAGEMENT . ; . ; -
management APPROACH approach and its components 410: Security Practices (p. 96)
K Internal and : e
/Compllar)ce external 103-3 Evaluation of the Column "Page/Omission" of the GRI ~
and adapting management approach 410: Security Practices (p. 96)
to regulatory . 410-1 Security personnel Santander requires to its Safety Services Banco
changes GRI410: SECUTIRY ined in h \ah liers during the hiri i S d
PRACTICES trained in human rights suppliers during the hiring process compliance antander  /
policies or procedures with Human Rights Regulations S.A.
RIGHTS OF INDIGENOUS PEOPLES
103-1 Explanation of the material  P.12-13 and column "Material aspect v
topic and its boundary boundary" of GRI Content Index (p. 86-102)
. . GRI103: 103-2 The management P. 66 and Column "Page/Omission” of the ~ v
Ethical behaviour MANAGEMENT approach and its components GRI 411: Rights of Indigenous People (p. 96)
and risk APPROACH
manage‘ment 103-3 Evaluation of the P. 66 and Column “Page/Omission” of the Ve
/ Compliance External management approach GRI 411: Rights of Indigenous People (p. 96)
and adapting
to regulatory The Bank ensures, through social and
changes GRI 411: RIGHTS 411-1 Incidents of violations environmental risk assessments in their
OF INIDGENOUS involving rights of financing operations under the Equator Group J e
PEOPLE indigenous people Principles, that no violations of the indigenous
peoples’ rights occur in such operations.
HUMAN RIGHTS ASSESSMENT
103-1 Explanation of the material  P.14-15 and column "Material aspect
topic and its boundary boundary" of GRI Content Index (p. 86-102)
:\JAIXI]IOA%EMENT 103-2 The management Column "Page/Omission" of the GRI 412:
APPROACH approach and its components Human Rights assessment (p. 96)
103-3 Evaluation of the Column "Page/Omission" of the GRI 412: v
management approach Human Rights assessment (p. 96)
Ethical beh All the Bank's financing operations under
thical behaviour inci i i
e 4121 Operations that have the Equ@tor Pr|nC|ple_s are subject to social
and risk been subiect to human rights and environmental risk assessments Grou /o
management . Jec ¢ 9 ¢ (which includes human rights aspects). P
/ Compliance External reviews orimpact assessments In 2018, a total of 35 operations
and adapting were evaluated in this respect.
Eﬂ;ig‘;lsatory GRI412: 412-2 Employee training
9 HUMAN RIGHTS on human rights policies Not available Group NO
ASSESSMENT or procedures
i . A new supplier certification policy was
412-3 Significant investment approved in 2018. This policy includes an
agreements and contracts annex with the “principles of responsible
thatinclude human rights V2

clauses or that underwent
human rights screening

conduct for suppliers”. These principles are
mandatory for all the Bank's suppliers and
include, among others, human rights aspects.
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material aspect boundary GRI Standard Disclosure Page/Omission Scope Review
LOCAL COMMUNITIES
103-1 Explanation of the material  P.14-15 and column "Material aspect
topic and its boundary boundary" of GRI Content Index (p.86-102)
GRIT03: 103-2 The management
MANAGEMENT approach and itsgcomponents P.54-59 and 62-63
APPROACH
103-3 Evaluation of the P.54-59 and 62-63 v
management approach
The Santander Group has several
programmes in its ten main countries aim to
encourage development and participation
Community of local communities, in which it is carried
investment External 413-1 Operations with local out an assessment on people helped,
community engagement, scholarships given through agreement Grou S
. impact assessments, and with Universities, among others. Moreover, P
GRI 413: LOCAL development programs in the last years the Group has developed
COMMUNITIES different products and services offering
social and/or environmental added value
adapted to each country where Santander
developes its activities. P. 54-59 y 56-57.
413-2 Operations with significant
actual and potential negative Not available Group NO
impacts on local communities
SUPPLIER SOCIAL ASSESSMENT
103-1 Explanation of the material  P.14-15 and column "Material aspect v
topic and its boundary boundary" of GRI Content Index (p. 86-102)
GRI103: 103-2 The management
MANAGEMENT 129 P. 46-47 - v
APPROACH approach and its components
Control and .
103-3 Evaluation of the
management of Internal and management approach P. 46-47 - v
risks, ethics and external 9 pip
compliance 414-1 New syppher; thaF were P 46-47 Group S
GRI 414: screened using social criteria
SUPPLIERSOCIAL  414-2 Negative social
ASSESSMENT impacts in the supply chain P. 46-47 Group Nas
and actions taken
PUBLIC POLICY
103-1 Explanation of the material ~ P.14-15 and column "Material aspect v
topic and its boundary boundary" of GRI Content Index (p. 86-102)
GRI103: 103-2 The management P. 20—21,“23, 24—25,_31 _an(} 47 and
. column “Page/Omission” of the - Na
MANAGEMENT approach and its components GRI 415; Public Policy (p. 97)
. ) APPROACH . ¥
Ethical behaviour ; ) P.20-21, 23, 24-25, 31 and 47 and
d risk 03-3 Evaluation of the M S -
an management approach column “Page/Omission” of the v
management Internal and 9 PP GRI 415: Public Policy (p. 97)
/ Compliance ) : : :
and adapting externa The vmculgtlon,memgbershlp or
to requlator collaboration with political parties or
changes y with other kind of entities, institutions
9 GRI 475: PUBLIC os associations with public purposes, as
POLICY. 415-1 Political contributions well as contributions or services to them, Group NG
should be done in a way that can assure
the personal character and that avoids any
involvement of the Group, as indicated in
Santander Group General Code of Conduct
CUSTOMER HEALTH SAFETY
103-1 Explanation of the material  P.14-15 and column "Material aspect ~
topic and its boundary boundary" of GRI Content Index (p. 86-102)
GRI103: 103-2 The management
MANAGEMENT 'ag P.38-41 -
APPROACH approach and its components
103-3 Evaluation of the P.38-41 ~ v
management approach
Products and The Commercialisation Committee
services that 416-1 Assessment of the health evaluate_s potentia}l impact of all products
are tra_nsparent and safety impacts of product and services, prevmusly‘they are launched Group Ve
and fair and service categories onto the market. These impacts include,
GRI 416: CUSTOMER 9 among others, clients security and
HEALTH AND compatibility with other products (p. 38-41)
SAFETY £16-2 Incidents of non- The Bank has not received final sanctions
compliance concerning the for this concept. In addition, information
P 9 on litigation and other Group contingencies Group NV

health and safety impacts
of products and services

can be found in Auditors’ report and
annual consolidated accounts.
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Identified
material aspect

Material aspect

boundary GRI Standard

Disclosure

Page/Omission Scope

Review

MARKETING AND LABELING

GRI103:

MANAGEMENT

APPROACH

103-1 Explanation of the material
topic and its boundary

P.14-15 and column "Material aspect
boundary" of GRI Content Index (p. 86-102)

103-2 The management
approach and its components

P.38-41 -

103-3 Evaluation of the
management approach

P.38-41 -

Products and
services that
are transparent
and fair

Internal and
external

GRI417: MARKETING
AND LABELING

417-1 Requirements for
product and service
information and labeling

The Commercialisation Committee evaluates
potential impact of all products and services,
previously they are launched onto the market.
These impacts include, among others, clients
security and compatibility with other products
(p- 38-41). In addition, the Bank is member

of the Association for Commercial Self-
Regulation (Autocontrol) assuming the ethical
commitment to be responsible regarding the
freedom of commercial communication

Group

417-2 Incidents of non-compliance

concerning product and service
information and labeling

Afine 0f 120.000 euros imposed by the Instituto
Vasco de Consumo for an alleged abuse of the
clause of expenses of mortgage loan contracts
by the Bank. The decision has been appealed.
Afine of 4.5 million euros imposed by

Bank of Spain for breaches relating to the
content and delivery of contractual and
pre-contractual information of contracts

with mortgage guarantee and in relation

to the collection of commissions and
roundings, by the former Banco Popular

Afine of 4.5 million euros imposed by the CNMV
for the undue collection of incentives derived
from investments in foreign and domestic
collective investment schemes by the Bank.
Moreover, the information regarding litigation
and the Group's other contingencies is provided
in the auditor's report and annual accounts.

Group

\/’5

417-3 Incidents of non-
compliance concerning
marketing communications

In Spain, the Bank forms part of the Spanish
Advertising Association (AEA). Itis also a
member of the Association for the Self-
regulation of Commercial Communication,
which in turn is a member of the European
Advertising Standards Alliance.

On November 20 2018, SC and the CFPB
resolved an investigation of SC's marketing
of gap waiver coverage - a product that
provides coverage for the amount of the
outstanding automobile loan in the event
of a total loss of the vehicle (through
accident or theft) where the insurance
proceeds are less than the amount owed
on the vehicle at the time of the loss -- and
disclosures associated with loan deferrals
and extensions pursuant to a Consent Order
which requires SC to (1) pay approximately
$2 million in customer remediation; (2) a
civil monetary penalty of $2.5 million; and
waive approximately $7.2 million of balances.
Information on litigation and other Group
contingencies can be found in Auditors’
report and annual consolidated accounts .

Group

\/’5

CUSTOMER PRIVACY

GRI103:

MANAGEMENT

APPROACH
Measures taken

Internal and
for customer

external

103-1 Explanation of the material
topic and its boundary

P.14-15 and column "Material aspect
boundary" of GRI Content Index (p. 86-102)

103-2 The management
approach and its components

P.38-41 -

103-3 Evaluation of the
management approach

P.38-41 -

satisfaction

GRI418: CUSTOMER

PRIVACY

418-1Substantiated complaints
concerning breaches of
customer privacy and

losses of customer data

The Bank has not received final sanctions

for this concept. In addition, information

on litigation and other Group contingencies Group
can be found in Auditors’ report and

annual consolidated accounts.
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material aspect boundary GRI Standard Disclosure Page/Omission Scope Review
SOCIOECONOMIC COMPLIANCE
103-1 Explanation of the material  P.14-15 and column "Material aspect ~ v
topic and its boundary boundary" of GRI Content Index (p. 86-102)
. P.20-21, 23, 24-25, 31 and 47.and
GRI103: 103-2The maqagement column “Page/Omission” of the GRI 419: - N
Products and MANAGEMENT approach and its components Soci icC i 99
cervices that APPROACH ocioeconomic Compliance (p.99)
are transparent Internal and 103-3 Evaluation of the P. 20'21'“23' 24’25',31,3"‘3 47.and
and fair / Ethical  external management approach column Pagg/Omlssm_;n of the GRI 419: - v
behaviour and risk Socioeconomic Compliance (p. 99)
management The Bank has not received final sanctions
GRI419: 419-1 Non-compliance with for this concept. In addition, information
SOCIOECONOMIC laws and regulations in the on litigation and other Group contingencies Group Ve
COMPLIANCE social and economic area can be found in Auditors’ report and

annual consolidated accounts.
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GRI Standards - financial services sector disclosures

Identified material

Material aspect

G4

aspects boundary Standard Disclosure Page/Omission Scope Review
FINANCIAL SERVICES SECTOR DISCLOSURES
PRODUCT PORTFOLIO
Policies with specific
environmental and social
FS1 components applied P.18-19 Group v
to business lines
Procedures for assesign and
FS2 screening environmental and P.18-19, 38-41and 66. Group v
social risks in business lines
Processes for monitoring
clients” implementation of and
FS3 compliance with environmental P. 18-19, 38-41and 66. Group Na
and social requirements included
in agreements of transactions
To raise awareness and
transmit the policies
content, the Bank has
continued with its
: : employee training and
Ethical behaviour and Process(es) for [mp{ovmg staff awaprezess campagigns.
risk management competency toimplement The latest was a video
/ Compliance FS4 the environmentas and social tutorial explaining the Group Na
and adapting to pohﬁeg ang pr_ocedLllyes as process of adaptation
regulatory changes / applied to business lines for the sector-specific
Products and services policies and involving
that are transparent Intemnal and external those from the Bank
and falr[ Products who are ultimately
and servicies responsible for this area
offering social and
environmental
added value Interactio/ns with clients/
investees/business partners R
FS3 regarding environmental and P.20-21 and 45 Group v
social risks and opportunities
Percentage of the portfolio
for business lines by specific ~
FS6 region, size (e.g. micro/ P.38-41 Group v
SME/large) and by sector
Moneraty value of products
and services designed to
FS7 deliver a specific social P.50-54 Group v
benefit for each business line
broken down by purpose
Monetary value of products
and servicies designed to
FS8 deliver a specific environmental P.50-54 Group v

benefit foir each business line
broken down by purpose
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Identified material Material aspect G4
aspects boundary Standard Disclosure Page/Omission Scope Review
AUDIT
The Group's Internal
Audit Area conducts a
bi-annual review of the
sustainability function
to assess, among other
aspects, the degree of
Ethical behaviour and ’ compliance with the
risk management fg;g;ggs i?;]dlgﬁz%fgtc%r??umts Social and Environmental
/ Compliance Internal and external ~ FS9 environmenfal and social policies Responsibility Policies, Group v
and adapting to and risk assesment rocedpures which include both the
regulatory changes P revision of the Equator
Principles and other
additional procedures
of risk assessment
on specific sectors.
The last one was
carried out in 2016
ACTIVE OWNERSHIP
Percentage and number of
companies held in the instituition’s
FS10 portfolio with which the reporting  P. 66 Group v
organization has interacted on
environmental or social issues
Percentage of assets subject
FSNM to positive and negative P. 66 Group VA
environmental or social screening
) ) The Santander Group
Ethical behaviour and has no voting policies
risk management relating to social and/or
/Cé)mdpllar)ce environmental matters
and adapting to . s : for entities over which
regulatory changes / Voting pollqt/(lles) app'lnleq to ¢ acts as an advisor. The
Products and services nternal fo err:wronmen ahpqqstcra]aa |ssut¢s of  oontander Employees c
that are transparent shares ovgrv\;] Ifd h e r'e%or ng Pension Fund does have roup v
and fair / Products orgtjanlﬁatlon Od the rig tt? a policy of formal vote
and servicies Vote shares pradvises on voting in relation to socuial and
offering social and environmental aspects,
environmental for shareholder meetings
added value of the entities over which
it has voting rights
Access points in low-
FS13 populated or economically P.54 Group v
disadvantaged areas by type
Initiatives to improve access _
FS14 to financial servicies for E14K2 Srggpr?cgbl%; Group v
disadvantaged people y P:
Policies for the fair design and sale ~
FS15 of financial products and servicies P.38-41 Group v
FS16 Initiatives to enhance financial P.38-41 Group Na

literacy by type of beneficiary
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Vv~ Reviewed content according to described scope. The independent verification report is included in p. 103-105 of this chapter.
NO Non reviewed content.

1. Only information regarding owned employees is disclosed.

2. Only qualitative information is disclosed.

3. Not broken down by gender.

4. The scope and limitations of this indicator are described on p. 57.

5. Information is provided on accounting provisions for claims of any type and over €60,000.

6. Information is provided on the total number of complaints channels, for any reason.

7. Information about each type of products and services is not detailed.

8. Data refers exclusively to centralised purchases data in Aquanima.

9. Only total amount of approved suppliers is included.

10. Information is only provided on the number of project finance deals of Santander’s Bank, which have been analysed regarding social and environmental risks in
Equator Principles’ frame.

1. Information is provided on programmes and their direct impacts of the ten main countries of the Group, instead on centers.
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banking governance and financial review management

Independent verification
report

Independent
verification report

pwe

This version of our report is a free translation of the original, which was prepared in Spanish. All possible
care has been taken to ensure that the translation is an accurate representation of the original. However, in
all matters of interpretation of information, views or opinions, the original language version of our report
takes precedence over this translation.

INDEPENDENT VERIFICATION REPORT
To the shareholders of Banco Santander, S.A.:

Pursuant to Article 49 of the Code of Commerce, we have verified, under a limited assurance scope, of
the "Responsible Banking" chapter, which corresponds to the accompanying Consolidated Non-
Financial Information Statement (“CNFS”) for the year ended 31 December 2018 of Banco Santander,
S.A. and subsidiaries (hereinafter “Banco Santander”) which forms part of Banco Santander’s
consolidated management report.

The content of the consolidated management report includes additional information to that required
by current non-financial reporting regulations which has not been covered by our verification work. In
this respect, our work has been restricted solely to verifying the information identified in the table
“Non-financial information Law content index” included in the consolidated management report.

Responsibility of the Board of Directors

The preparation of the CNFS included in Banco Santander's consolidated management report and the
content thereof are the responsibility of the Board of Directors of Banco Santander, S.A. The CNFS has
been drawn up in accordance with the provisions of current commercial legislation and with the
Sustainability Reporting Standards of the Global Reporting Initiative (“GRI Standards™) described in
accordance with the Comprehensive Option and the “Financial Services” Sector Supplement, in line
with the details provided for each matter in the tables “Non-financial information Law content index”
and “GRI Content Index” included in the consolidated management report.

This responsibility also includes the design, implementation and maintenance of the internal control
considered necessary to allow the CNFS to be free of any immaterial misstatement due to fraud or
ErTor.

The directors of Banco Santander, S.A. are also responsible for defining, implementing, adapting and
maintaining the management systems from which the information required to prepare the CNFS is
obtained.

Our independence and quality control

We have complied with the independence requirements and other ethical requirements of the Code of
Ethics for Professional Accountants issued by the International Ethics Standards Board for
Accountants (“[ESBA”) which is based on the fundamental principles of integrity, objectivity,
professional competence and due care, confidentiality and professional behaviour.

Our firm applies the International Standard on Quality Control 1 (ISQC 1) and therefore has in place a
global quality control system which includes documented policies and procedures related to
compliance with ethical requirements, professional standards and applicable legal and regulatory
provisions.

The engagement team has been formed by professionals specialising in non-financial information
reviews and specifically in information on economic, social and environmental performance.

PricewaterhouseCoopers Auditores, S.L., Torre PwC, P9 de la Castellana 259 B, 28046 Madrid, Espana
Tel.: +34 915 684 400 / +34 902 021 111, Fax: +34 915 685 400, www.pwe.es 1

R. M. Madrid, hoja 87.250-1, folio 75, loma 9.267, libro 8.054, seccidn 3°
Inscrita en ef R.0AC. con el rimero 50242 - CIF: B-T9 031290
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104 «»Santander

(her responsibility

Chur ihiligy is to espress nur ennclusions in an independent limited verification meport based on
the work carrled aut is melation solely 1o fscal year 2008, The data relating to previans yeams were not
suhject o carnent commerrial legislation, Ourwork has been casred el in somodance with the
requimzments laid doswn in the curvest International Stasland om Assurmne meuenuﬂs.u'.]
oo Revised, Assaranee Engagemisis (ther than Andits or Beviews of His Finaneial
Indormatios (L5AE 3000 Rivisal] issued by the International Auditing as< Assurasos Standands
Board {IAASE} of the Internatiomal Federatinn of Accoustants (IFACH and with the Guidelines for
werilication engagements on non-financal statemsents sl by the Spanish Institate of Auditnrs
(“In=tibmin de Cenpsores Jurades die Cuentis de Expada™],

Ins o mited assirane: engagement. the procedures performed vary in terms of their nibre and timing
b wxecistion, and am: less extensive than those carrind out in & nesenable asssmance engagement.
Arvardingly, the assurance chaained & sohstantially lower,

Coar weork has ennsisted of posing questions to Management and several Baseo Samtander wnits that
wars lnolved in the preparation of the CNFS, In the pevine of the processes for ompiling asd
vallating the information presented |m the CWES, and i the apphcation of ceriain anallytieal
provedures and reviesw sampling tests, an doscribed below:

s Meetings with Bance Santasder pensanne] to ascertaim the basiness modiel, policies and

management appeoaches applial, the main =k related o these mamers and b chtaim the information
resgaired or the external review,

= Asalyais ol the sope, relevance and integrity of the contenia fneluded in the CHEFS for 2o,
Tl on the materinlity analysis carried by Banco Santandir and described in section *What our

stakeholders tell us” of the ennscliclated samagement report, considering the eonbent fequined under
current commmernsial kgislation

a. Anlysis af thee procedures used o compile and validate the inforsnation presented in CHES for
8.

- Rindirw of information comeerming risks, polici and marogement approaches gpplied in
relation to maberial isoses presented is the CNFS for 2048,

. Verification, through sasphe testing, of the information relating to the comtent of U CNES for
mrlli and fis adequete compilaticn wing data supplied by the Bancs Santasder "5 moumces of
bl rTita Ui,

% Dstagnument of 3 management representation letter fram thee: Drectoms and Mlanagemest.
Conclusions

Biswed o0 the procidures performed and the evidence we have obiained, so matters have come to light
that might lead ws to helieve that of the “Responsihle Banbing” chapter, wiich nils Bazen
Santamder s CHFS, for the year escod 30 Decomber 2058 has not been prepared, nall it sgnificant
mspects, in peoordance with the provisions of cumrent commereial Letlen and ibse Sustaimabality
Eepartieg Standands of the Global FReporting [nitiative (“GRI "} llereing the
Camprehensna: Option and the " Finameiod Seniees ™ Sector Supplement, desoribed in secondanme with
the detnils provided for each matter in tables “Mon-lissncis] informalion Law content indes™ gnd “GRI
Comient Index” ineluded in the consoliclated management repont,
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Use and distribution

This report has been drawn up in response to the requirement laid down in current Spanish
commercial legislation and therefore might not be suitable for other purposes or jurisdictions.

PricewaterhouseCoopers Auditores, S.L.

Pablo Bascones

28 February 2019
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Corporate governance

1 Overview of corporate governance in 2018 108 6 Remuneration 172
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1. Overview of corporate

governance in 2018

Redesigned corporate governance report

On 12 June 2018, the Spanish National Securities Market
Commission (CNMV) approved new formats for the annual
corporate governance and remuneration reports required for
listed Spanish companies and, more importantly, allowed
companies to draft their reports in a free format.

This welcome regulatory flexibility, together with the fresh
look that we have given to this 2018 consolidated directors'
report (see introduction to this report on page 2) has led

to a new approach being adopted for the 2018 corporate
governance report which now consists in this chapter in the
consolidated directors' report.

Key to understanding the changes:

- In this 2018 corporate governance report, we have opted to
follow a free format.

« This has allowed us in this 2018 corporate governance report
to merge (1) the summary content that we typically included
in the annual report and (2) the legally required content for
the corporate governance report proper.

+ With the purpose of providing a holistic view of our corporate
governance practices in one single document, we have also
included in this 2018 report the content that was previously

set out in the reports on the activities of our board of directors'

committees (see sections 4.4 to 4.7).

- This year's report also includes (1) the annual report on
directors’ remuneration that we are required to prepare
and submit to a non-binding vote at our annual general
shareholders' meeting (AGM), (see section 6 'Remuneration’)
and, (2) our directors' remuneration policy, (see section 6.4

1.1 Refreshing the board

Continued board composition improvement

Throughout 2018, we continued to refresh and strengthen our
board, reflecting our strong commitment to ensuring balance and
diversity. The main board changes were as follows:

Mr Alvaro Cardoso de Souza was appointed as an independent
director at our 2018 AGM. He filled the vacancy left by executive
director Mr Matias Rodriguez Inciarte.
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‘Directors remuneration policy for 2019, 2020 and 2021 that is
submitted to a binding vote of the shareholders' at our 2019
AGM). These were published previously separately but there
was significant overlap with the corporate governance report.

« Therefore, we now publish in a single document the content
that was previously included in at least five documents
covering the same subject matter.

It is important to point out that the new format does not imply
areduction in the information we provide. It simply presents it
in a more rational and organised manner. To achieve this, the
2018 corporate governance report does not fully diverge from
its previous format:

« Section 9.1 'Reconciliation to CNMV's corporate governance
report model' and section 9.4 'Reconciliation to CNMV's
remuneration report model' include cross references
to where information can be found in this chapter or
elsewhere in this annual report for each section of the
corporate governance and remuneration reports in CNMV's
prescribed format.

- Moreover, we have traditionally filled in the ‘comply or
explain’ section for all recommendations in the Spanish
Corporate Governance Code for Listed Companies to establish
where we comply and also the few instances where we do
not comply or we comply partially. Therefore, have included
in section 9.3 'Cross-reference table for comply or explain in
corporate governance recommendations' a chart with cross-
references showing where the information supporting each
response can be found in this 2018 corporate governance
chapter or elsewhere in this consolidated directors’report.

Mr Alvaro Cardoso de Souza strengthens the international
diversity of the board and brings to it his strong industry
experience, which also reinforces the overall risk management
and accounting skills within the board. This experience was
acquired in an international environment considered strategic for
our Group, as he has held different executive positions at Citibank
and several listed companies in Brazil.

.

Mr Henrique de Castro has been proposed by the board of
directors for election at our 2019 AGM as new independent
director to fill the vacancy left by Mr Juan Miguel Villar Miron 1
January 2019.
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Mr Henrique de Castro brings to the board his sound experience
in the technological and digital industry along with significant

experience in the US market, which he has acquired through top
positions held in companies such as Yahoo! Inc. and Google, Inc.

« Mr José Antonio Alvarez, who continues as our Chief Executive
Officer (CEQ), has been appointed executive vice chairman of the
board on 15 January 2019. Mr Guillermo de la Dehesa, in turn,
continues as director but ceased to be vice chairman on that date.

Stepping down

Changes from role Taking up role
Increase in independent ~ Mr Matias Mr Alvaro Cardoso
directors Rodriguez Inciarte  de Souza
Refreshment of Mr Juan Miguel Mr Henrique
independent directors Villar Mir de Castro

Mr Guillermo
de la Dehesa

Refreshment of
vice chairman

Mr José Antonio
Alvarez

Board committees

Our board has also made changes to the composition of its
committees, in order to continue strengthening their performance
and support to the board in their respective areas, according to the
best international practices and internal rules and regulations.

The changes effected are:
+ Executive committee: Ms Belén Romana became a member

of the committee on 1July 2018, increasing the number of
independent directors in the committee.

+ Appointments committee: Mr Ignacio Benjumea left the
committee on 1July 2018, differentiating the composition of the
appointments committee from the remuneration committee, in
line with best practices.

- Risk supervision, regulation and compliance committee:
Mr Alvaro Cardoso de Souza became a member of the committee
on 23 April 2018 and subsequently was appointed as its chairman
on 10ctober 2018. Mr Bruce Carnegie-Brown, the former

chairman, left the committee on 1January 2019, following a
suitable transition period. Mr Guillermo de la Dehesa left the
committee on 1July 2018.

- Innovation and technology committee: Mr Rodrigo Echenique
Gordillo and Ms Esther Giménez-Salinas i Colomer left the
committee on 1July 2018.

- The new responsible banking, sustainability and culture
committee was established, appointing Mr Ramiro Mato Garcia-
Ansorena as chairman and Ms Ana Botin-Sanz de Sautuola y
0O'Shea, Ms Belén Romana Garcia, Ms Homaira Akbari, Ms Sol
Daurella Comadran, Ms Esther Giménez-Salinas i Colomer and
Mr Ignacio Benjumea Cabeza de Vaca as members. On 24 July
2018 Mr Alvaro Cardoso de Souza was appointed also member
of this committee.

1.2 New responsible banking,
sustainability and culture committee

Our board has created a responsible banking, sustainability and
culture committee to help the Group progress towards its goal of
being a more responsible Bank.

The committee’s purpose is to assist our board in pursuing and
reviewing the corporate culture and values and to advise on its
relations with the various stakeholders, especially employees,
customers and communities in which our Group carries out

its activities.

The committee will also supervise the way in which the Group
manages business responsibly and how we are helping people and
businesses prosper.

For further information see 'Responsible banking, sustainability
and culture committee' in section 4.3 of this chapter and the
'Responsible banking' chapter.

1.3 Achieving our 2018 priorities

The 2017 annual report disclosed our corporate governance goals
and priorities for 2018. The following chart describes how we have
delivered on each priority.
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2018 goals

How we have delivered

Board refreshment
Strengthen the composition of the board of

directors, showing commitment to international

diversity, especially from the strategic markets
in which the Group operates, and ensure

a suitable composition of the committees

to improve performance of their functions

and their respective areas of action.

Throughout 2018, significant work has been carried out to ensure that the overall
composition and skills of our board of directors and board committees are appropriate.
Desired areas of experience were identified and incorporated into board succession
and recruitment planning overseen by the appointments committee.

Mr Alvaro Cardoso de Souza's appointment has further strengthened the board's
international diversity, specifically in relation to Latin America / Brazil.

Section 1.1 'Refreshing the board' describes other changes and improvements
made to the composition of our board and board committees.

In addition, the tenure of board members remained a key area of focus, ensuring
that an appropriate balance between board refreshment and retaining continuity
and stability was achieved. Our appointments committee also assessed the
composition of the board committees to ensure continuity of effectiveness, skillset,
experience, overall stability and appropriate distribution of workload following the
creation of the responsible banking, sustainability and culture committee.

Boardroom

Further improve the independence of the
board by increasing the number of meetings
between the independent board members
and the lead independent director.

The number of private meetings between independent directors and the lead independent
director was increased, scheduled at regular intervals throughout the year.

Board dynamics

Intensify the board's dedication to strategic
matters and, in addition to the specific annual
meeting dedicated specifically to strategic
matters, hold a meeting every six months on
the progress of the strategic plan. Dedication
to the supervision of emerging risks and
cybersecurity will also be strengthened.

Our board reviews the progress of the strategic plan on a regular basis in line
with the established priority, and held its annual Strategy Day in June 2018.

Our board has focused closely on emerging risks, including cybersecurity risks. Our
Group chief risk officer reports to the board on a monthly basis on all risks and the
Group cybersecurity officer reports on cybersecurity matters on a quarterly basis.

Board committees

Continue strengthening the functions
and activities of the committees in
advising and supporting the board.

All board committee functions are under constant review to ensure that all matters reviewed
by the board have been previously assessed and challenged by the appropriate board
committee(s). In addition, the main issues addressed by our committees are disclosed to our
board as part of the report made by the relevant committee chair to the board in each meeting.

Responsible banking, sustainability
and culture committee

Establish the new responsible banking,
sustainability and culture committee. Intensify
the board'’s involvement in the development
of corporate culture and its commitment to
responsible business practices in relation

to diversity, inclusion and sustainability.

Our responsible banking, sustainability and culture committee has been set up in June
2018. See section 1.2 'New responsible banking, sustainability and culture committee'.
The committee’s key areas include whistleblowing, corporate culture, disclosure of the
Bank's approach to tax and the Bank’s approach to various stakeholders; in addition to
the oversight and scrutiny of how the Bank is fulfilling its purpose, including tackling
issues such as financial exclusion, providing green finance and supporting small- and
medium-sized enterprises. The committee operates in full coordination with the risk
supervision, regulation and compliance committee given convergence of responsibilities.

Regulatory framework

Execute the modifications introduced in the
Rules and regulations of the board, putting
into practice the best operating practices of
our governance bodies that arise from the new
guidelines issued by the European Banking
Authority (EBA) and the European Securities
and Markets Authority (ESMA), and also

meet the expectations of the supervisor.

Various actions have been taken: our audit committee has carried out a final assessment of
the external auditor’s performance in relation to the audit of the annual financial statements,
as well as an annual assessment of the internal audit function and the performance of the
head of this function. The supervisory role of our risk supervision, regulation and compliance
committee has been strengthened with regard to risk and compliance functions. The
composition of the appointments committee has been modified in line with best practices.

1.4 Continued improvement
in corporate governance

We have a strong commitment to continuously strengthening
our corporate governance framework and further improving
its soundness and effectiveness in the coming years. This is
key to successfully fulfilling our mission of becoming a more
responsible Bank in an era of disruption, and to our success in

That is why, on top of delivering on our 2018 priorities and the
other enhancements mentioned above, we have continued to
work on improvements on corporate governance:

- Greater transparency. As mentioned in the 'Introduction’ to
this consolidated directors’ report and in the introduction of
this Corporate governance chapter, in 2018 we have taken a
significant leap forward in terms of improved disclosure in
corporate governance and generally.

tackling the many challenges that face us in today’s digital world.
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- Further insight into the skills of our directors. In our 2017
annual report we took the step of identifying each director in
our board skills matrix. In this report, we have further revised
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the matrix, adding new skills that have become relevant to

our shareholders and ourselves (such as responsible banking
and sustainability, human resources, talent, culture and
remuneration), covering thematic skills, horizontal skills and
diversity separately and including board tenure side-by-side
for a clearer and more complete view . See '‘Board skills and
diversity matrix' in section 4.2. In addition, we have highlighted
key skills attributed to each director in their profiles under
section 4.1 'Our directors'.

- Moving to full gender equality at board level. On 26 February
2019 our board took the significant step of replacing our already
achieved target of 30% of women representation in our board
to a gender equality target that we will seek to achieve by 2021.
This new gender equality target will mean that our board will
strive to have a presence of women in the board of 40% to 60%.
See section 4.2 'Board composition'.

- Reflecting our good long-standing practices in our Rules
and regulations of the board. We have in many respects
gone beyond our own board rules in adopting best practices in
corporate governance. From time to time, we amend our Rules
and regulations of the board to embed those practices more
formally. These are just the latest examples:

- Reflecting in our Rules and regulations of the board the full
independence of our audit committee. Since 2005, we have
gone beyond what our Rules and regulations of the board require
by having an audit committee composed entirely of independent
directors. On 26 February 2019 our board decided to build that
practice into a rule by amending our Rules and regulations of the
board. See section 4.3 'Board functioning and effectiveness".

- The transferring of main responsibility for corporate
governance to our appointments committee. The strong
oversight of our appointments committee on board effectiveness
has meant that it has increasingly dealt with corporate
governance-related matters beyond effectiveness. On 26
February 2019 our board, following best practices, decided
to broaden the mandate of our appointments committee
in corporate governance matters and has correspondingly
reduced that of the risk supervision, regulation and compliance
committee. In addition, given his particular involvement in
corporate governance of our lead director, engagement with
shareholders and appointments issues, the board has also
expressly provided in the Rules and regulations of the board for
his membership of the appointments committee. See 'Rules and
regulations of the board' in section 4.3.

1.5 Priorities for 2019

Our board'’s priorities on corporate governance for 2019 are the
following:

- Responsible banking will be a higher priority than ever. Our

culture and corporate values are essential for long term value
creation. For these purposes we will focus on:

- Overseeing our business practices to ensure they are sound
and responsible and how we engage with all our stakeholders.

- Strong governance in decisions relating to sustainability and
responsible banking, as well as transparency and disclosure
of our non-financial information (environmental, social,
prevention of corruption and bribery, ethics, etc.) will be also
key for our responsible banking, sustainability and culture
committee.

- Strategy: in the complex environment of today'’s financial

markets, the success of the Bank requires:

- The understanding that innovation and digital/technological
transformation are a catalyst in our business model and
strategy, turning technology challenges into opportunities.

- In addition to the close monitoring of emerging and
geopolitical risks.

- Engagement with investors and other stakeholders, closely

monitored by:

- Providing tailored feedback to all of stakeholders through,
among others, the leadership of the lead independent
director and one-to-one meetings, and meeting their
expectations with transparency and reliability. Listening and
giving voice to investors will enable the Bank to deliver better
long term returns.

- Leveraging on the implementation of the European Union
shareholders' rights directive and other legislation to enhance
and encourage stakeholder relations.

- Diversity in the boardroom: a strong and unbreakable

commitment with broader diversity will remain a focus for

our board and our appointments committee. The updated
board skills and diversity matrix mentioned above will allow
any gender and/or other types of imbalance to be addressed.
Diversity is not a box to be ticked but a strategy for our success.

- Ongoing board refreshment with an appropriate and diverse

composition of our board and board committees, in addition to a
balanced tenure within the board, will remain a priority for the
coming years.

- Compensation effectiveness: our board and the remuneration

committee will continue to focus on shaping compensation
structures and schemes for our executives, according to our
corporate culture and values, while driving them towards
alternative performance metrics.
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2. Ownership structure

Broad, widely distributed and well balanced shareholder base

A single class of shares

No takeover defences in our Bylaws

Authorised capital in line with best practices, providing the necessary flexibility

2.1 Share capital

Our share capital is represented by ordinary shares with a par
value of 0.50 euros each. All shares belong to the same class and
carry the same rights, including as to voting and dividend.

There are no outstanding bonds or securities convertible
into shares, other than the contingent convertible preferred
securities (CCPPS) referred to in the next section 2.2 'Authority to

increase capital'.

At 31 December 2018, the Bank had a share capital of EUR
8,118,286,971 represented by 16,236,573,942 shares.

In 2018, the share capital was altered only once through the
capital increase made on 6 November 2018 as part of the
Santander scrip dividend programme. A total of 100,420,360
new shares were issued representing 0.62% of the share capital
at 31 December 2018.

We have a broad, widely distributed and balanced shareholder
structure. At 31 December 2018, the total number of Santander
shares owned or represented by shareholders was 4,131,489 and the
distribution by type of investor, continent and size of shareholding
was as follows:

Continent % of share capital
Europe 77.29%
Americas 21.63%
Rest of the world 1.08%
Total 100%

Size of shareholding

% of share capital

Type of investor % of share capital
Board* 113%
Institutional 59.11%
Retail 39.76%
Total 100%

A. Shares owned or represented by directors. For further details on
shares owned and represented by directors, see 'Tenure, committee
membership and equity ownership' in section 4.2 and subsection A.3in
section 9.2 'Statistical information on corporate governance required by
CNMV'.
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1-3,000 9.44%
3,001-30,000 17.19%
30,001-400,000 11.60%
Over 400,000 61.77%
Total 100%

2.2 Authority to increase capital

Under Spanish law, the authority to increase share capital rests
with the general shareholder's meeting (GSM). However, our GSM
may delegate to our board of directors the authority to approve

or execute capital increases. Our Bylaws are fully aligned with
Spanish law, and do not establish any different conditions for share

capital increases.

At 31 December 2018, our board of directors has been authorised
by the GSM to approve or execute the following capital increases:

- Authorised capital to 2021: At our 2018 AGM, our board was
authorised to increase share capital on one or more occasions
and at any time by up to EUR 4,034,038,395.50 (or approx. 8,000
million shares representing approximately 49.70% of the share
capital at 31 December 2018). This authority was granted for

three years (i.e. until 23 March 2021).

The authority can be used for issuances for a cash consideration,
with or without pre-emptive rights for shareholders, and for
capital increases to back any convertible bonds or securities
issued under the authority granted to our board by the 2015 GSM

to issue convertible bonds and securities.
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The issuance of shares without pre-emptive rights under

this authority is capped at EUR 1,613,615,358 (20% of capital
at the time of the 2018 AGM or approx. 3,227 million shares
representing approximately 19.88% of the share capital at 31
December 2018). This limit applies also to capital increases

to convert bonds or other convertible securities, other than
contingent convertible preferred securities (which can only be
converted into newly-issued shares when the CET1 ratio falls
below a pre-established threshold).

This authority has not been used to date except in connection
with the issuances of CCPS of 8 February 2019 mentioned below.

Issues of contingent convertible preferred securities

- Capital increases approved for contingent conversion of CCPS:
We have issued contingent convertible preferred securities that
qualify as additional tier Tinstruments for regulatory capital
purposes and which would convert into newly-issued shares
if the CET1 ratio fall below a pre-established threshold. Each
of these issuances is therefore backed by a capital increase
approved under the authority to increase capital granted by
the GSM to our board in force at the time of the CCPS issuance.
The following chart shows the CCPS in circulation at the time of
preparing this corporate governance report, with details of the
capital increases backing them. The execution of these capital
increases is therefore contingent and has been delegated to the
board of directors.

Discretionary remuneration

Maximum number
of shares in case

Date of issuance Nominal amount perannum Conversion of conversion*
12/03/2014 EUR 1,500 million 6.25% for the first five years 345,622,119
19/05/2014 USD 1,500 million 6.375% for the first five years 228,798,047
11/09/2014 EUR 1,500 million 6.25% for the first seven years 299,401,197
If, at any time, the CET1
25/04/2017 EUR 750 million 6.75% for the first five years ratio of the Bank or the 207,125,103
Group is less than 5125%
29/09/2017 EUR 1,000 million 5.25% for the first six years 263,852,242
19/03/2018 EUR 1,500 million 4.75% for the first seven years 416,666,666
08/02/2019 USD 1,200 million 7.50% for the first five years 388,349,514

A. The figure corresponds to the maximum number of shares that could be required to cover the conversion of the relevant CCPS, calculated as the
quotient (rounded off by default) of the nominal amount of the CCPS issue divided by the minimum conversion price determined for each CCPS
(subject to any anti-dilution adjustments and the resulting conversion ratio).

- Annual delegation to execute a capital increase (which is
nearing expiry and will not be renewed): As has occurred
every year in the recent past, at our 2018 AGM, our board was
delegated the power to execute a capital increase with pre-
emptive rights for shareholders of EUR 500 million (or 1,000
million shares). Our board has not exercised this delegated power
to date and the agreement will expire on the anniversary of our
2018 AGM (i.e. 23 March 2019). Our board will not propose the
same delegation of power at our 2019 AGM in line with best
practices in this area and the fact that the desired flexibility to
increase capital is achieved with the authorised capital referred
to above, which is consistent with those best practices.

2.3 Significant shareholders

At 31 December 2018, no shareholder of the Bank individually held
more than 3% of its total share capital (which is the significant
threshold generally established under Spanish regulations for

a significant holding in a listed company to be disclosed)'. Our
Bylaws do not include any specific provisions for significant
holdings.

While at 31 December 2018 certain custodians appeared in our
register of shareholders as holding more than 3% of our share
capital, we understand that those shares were held in custody on

behalf of other investors, none of which exceed that threshold
individually. These custodians are State Street Bank and Trust
Company (13.091%), The Bank of New York Mellon Corporation
(8.853%), Chase Nominees Limited (6.695%), EC Nominees Limited
(3.958%) and BNP Paribas (3.791%).

In addition, BlackRock Inc. had as of that date informed CNMV of
its significant holding of voting rights in the Bank (5.585%) but had
noted in its communications that the corresponding shares were
being held for the account of a number of mutual funds or other
investment entities, none of which exceeded 3% individually.

Throughout 2018 BlackRock Inc. informed CNMV of the following
movements regarding its voting rights in the Bank: 23 April,
decrease below 5%, 8 May, increase above 5%, 24 July, decrease
below 5%, 3 August, increase above 5%, and 11 December,
decrease below 5%. In addition, the asset manager Capital
Research and Management Company notified CNMV that on 21
March 2018 it had increased its voting rights above 3%, and on

9 August 2018 that it had decreased it below 3%. The website of
CNMYV contains the aforementioned notices.

It should be noted that there may be some overlap in the holdings
declared by the above mentioned custodians and asset manager.

1. At 31 December 2018 neither our shareholders registry nor CNMV's registry showed any shareholder resident in a tax haven with a shareholding of 1% or higher of our

share capital (which is the other threshold applicable under Spanish regulations).
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While there are currently no shareholders qualifying as a
significant shareholder, it should be noted that our Bylaws and
Rules and regulations of the board provide an appropriate system
for vetting and approving related party transactions as indicated in
section 4.8 'Related-party transactions and conflicts of interest'.

2.4 Shareholders' agreements

In February 2006, a shareholders’' agreement was entered into

by various persons linked to the Botin-Sanz de Sautuola y O'Shea
family whereby a syndicate was created with respect to the Bank's
shares. CNMV was informed of the execution of this agreement
and the subsequent amendments made by the parties, and this
information can be found on CNMV website?. There have been no
amendments in financial year 2018.

The main provisions of the agreement are the following:

- Transfer restrictions: except when the transferee is also a party
to the agreement or the Fundacion Botin, any transfer of the
Bank's shares expressly included in the agreement requires prior
authorisation from the syndicate meeting, which may be granted
or denied freely; and

- Voting syndicate: under the agreement, the parties undertake
to syndicate and pool the voting rights attached to their shares in
the Bank, so that these rights may be exercised, and, in general,
the syndicate members will act towards the Bank in a concerted
manner, in accordance with the instructions and indications and with
the voting criteria and orientation established by the syndicate. This
syndication and pooling of voting rights covers not only the shares
expressly attached to the syndicate under the agreement but also
any voting rights attached to other Bank shares held either directly
or indirectly by the parties to the agreement, and any other voting
rights assigned thereto, for as long as they hold those shares or
are assigned those rights. For this purpose, representation of the
syndicated shares is attributed to the chair of the syndicate, who
shall be the chairman of the Fundacién Botin (currently Mr Francisco
Javier Botin-Sanz de Sautuolay O'Shea). Ms Ana and Mr Javier Botin-
Sanz de Sautuola y O'Shea are siblings.

The initial term of the agreement ends on 1January 2056, but

it will be automatically extended for further 10-year periods unless
terminated by one of the parties with 6-months prior notice
before the end of the initial term or the end of one of the

extension periods. The agreement may only be terminated by
unanimous agreement of all the syndicated shareholders.

At the date of execution of the agreement, the syndicate comprised
a total of 44,396,513 shares of the Bank (0.273% of its share capital
at the end of 2018). In addition, as established in the shareholders’
agreement, the syndication extends, solely with respect to the
exercise of the voting rights, to other Bank shares held either directly
or indirectly by the parties to the agreement, or whose voting rights
are attributed to them, from time to time. Accordingly, at 31 December
2018, a further 39,057,250 shares (0.241% of the Bank's share capital
at such date) were also included in the syndicate. The total number
of shares subject to the shareholders' agreement was 79,798,339,
representing 0.491% of the Bank's share capital at such date.

Subsection A.7 of section 9.2 'Statistical information on corporate
governance required by CNMV' shows the list of parties to the
shareholders’ agreement.

2.5 Treasury shares

Our current treasury share policy was approved by our board on 23
October 2014, following recommendations published by CNMV in
this respect. The policy provides that treasury share transactions
shall have the following objectives?:

- To provide liquidity or a supply of securities, as applicable, in the
market for the Bank's shares, giving depth to such market and
minimising possible temporary imbalances in supply
and demand.

- To take advantage, for the benefit of shareholders as a whole, of
situations of share price weakness in relation to medium-term
performance prospects.

The policy further establishes that treasury share transactions may not
be carried out for the purpose of intervening in the free formation of
prices. Therefore, it requires that:

+ Orders to buy should be made at a price not higher than the greater of
the following two:

- The price of the last trade carried out in the market by
independent persons; and

- The highest price contained in a buy order of the order book.

- Orders to sell should be made at a price not lower than the lesser
of the following two:

- The price of the last trade carried out in the market by
independent persons; and

- The lowest price contained in a sell order of the order book.

Transactions with treasury shares are carried out by the Investments and
Holdings department, which is isolated as a separate area from the rest
of the Bank's activities and protected by the respective Chinese walls,
preventing it from receiving any inside or relevant information.

Trading in treasury shares was last authorised at our 2018 AGM. This
authorisation has a validity of five years (i.e. until 23 March 2023) and
permits the acquisition of treasury shares provided that the shares held
at any point in time do not exceed the legal limit provided for under the
Spanish Companies Act (currently, 10% of the Bank's share capital).

The authorization further requires that acquisitions are made at a price
that is not lower than the nominal value of the shares and does not
exceed the last trading price in the Spanish market for a transaction in
which the Bank was not acting for its own account by more than 3%.

We are proposing to our 2019 AGM the renewal of this authorization.
See section 3.5 'Our coming 2019 AGM".

At 31 December 2018, the Bank and its subsidiaries held 12,249,652
shares representing 0.075% of our share capital at that date
(compared to 3,913,340 at 31 December 2017, representing 0.024% of
our Bank's share capital).

2. For more information about this shareholder agreement, see material facts with entry numbers 64179, 171949, 177432, 194069, 211556, 218392, 223703 and 226968 filed
in CNMV on 17 February 2006, 3 June 2012, 19 November 2012, 17 October, 2013, 3 October 2014, 6 February 2015, 29 May 2015 and 29 July 2015, respectively and also can

be found on the Group's website.

3. The policy focuses on the discretionary trading of treasury shares. The policy applies partially to trading of treasury shares linked to customer activities, such as market

risk hedging and brokerage activities, or hedging for customers.
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The following chart summarises the monthly average percentages of
treasury shares between 2018 and 2017.

Monthly average percentages of treasury shares*

% of the Bank's share capital at month end

2018 2017
January 0.04% 0.05%
February 0.03% 0.02%
March 0.02% 0.01%
April 0.04% 0.01%
May 0.05% 0.02%
June 0.07% 0.03%
July 0.07% 0.07%
August 0.07% 0.10%
September 0.07% 0.09%
October 0.07% 0.08%
November 0.07% 0.07%
December 0.07% 0.05%

A. Monthly average of daily positions of treasury shares.

In 2018, trading of treasury shares by the Bank and its subsidiaries
involved:

+ The purchase of 206,780,988 shares equivalent to a par value of
EUR 103,4 million (cash amount of EUR 1,026.4 million) at an average
purchase price of EUR 4.96 per share;

« The sale of 198,444,971 shares equivalent to a par value of EUR 99.2
million (cash amount of EUR 988.3 million) at an average price of EUR
4.98 per share; and

+ A net loss for the Group of EUR 118,080 that has been recognised in
the Group's equity under shareholders' equity-reserves.

The following chart reflects the significant changes in treasury stock
during the year, which have been communicated to CNMV.

Total of Total of

acquired acquired Total % of
Notification date direct shares indirect shares  share capital®
04/04/2018 128,699,007 32,857,278 1.002%
29/06/2018 76,457,880 8,469,406 0.526%

Stock Exchange (with trading symbol SAN). They also trade on the
unsponsored Sistema Internacional de Cotizaciones of the Mexican Stock
Exchange (with trading symbol SANN).

From July 2018 to early 2019, the humber of secondary listings was
streamlined and the Bank's shares were delisted from the Buenos Aires,
Milan, Lisbon and Sao Paulo stock exchanges. In Mexico the Bank shares
have been delisted from the indice de Precios y Cotizaciones and listed in
the above mentioned Sistema Internacional de Cotizaciones.

Share price performance

Markets ended 2018 much lower, after a start to the year with rises
driven by the positive impact of the US's tax reform. This positive
environment, however, dissipated in the following months because
of greater volatility in stock markets mainly due to: (i) the political
uncertainty in Italy and Brazil; (i) the lack of agreement over Brexit;
(iii) the increase in financial tensions in developing countries because
of the dollar's appreciation, after the Fed raised its interest rates and
the European Central Bank (ECB) continued its policy of monetary
normalisation and announced the end of quantitative easing and (iv)
the escalation of trade tensions between US and China and its possible
impact on confidence and the global economy. Fears of slowdown

in the global economy, coupled with the partial shutdown of the US
government, intensified the fall in shares in the last part of the year.

In this context, the main indices and the Santander share ended lower.
The Santander share was down 27.5% at EUR 3.973, while Euro Stoxx
Banks and Stoxx Banks fell 33.3% and 28.0%, respectively. The Spanish
market Ibex 35 benchmark index declined 15.0%, the DJ Stoxx 50 13.1%
and the MSCI World Banks 19.7%. Santander’s total shareholder return
was 24.3% negative.

Market capitalisation and trading

As of 31 December 2018, Santander was the largest bank in the eurozone
by market capitalisation (EUR 64,508 million) and 16th in the world. A
total of 19,040 million Santander shares were traded during 2018 for

an effective value of EUR 95,501 million, the largest figure among the
shares that comprise the EuroStoxx (liquidity ratio of 118%in 2018%).

The Santander share

A. Percentage calculated with the existing share capital at the date of the
notification.

2.6 Stock market information

Markets

The Bank'’s shares are listed on the Spanish stock exchanges (Madrid,
Barcelona, Bilbao and Valencia, with trading symbol SAN), the New
York Stock Exchange (NYSE) (in the form of American Depositary
Shares, 'ADS', with trading symbol SAN and where each ADS
represents one share of the Bank), the London Stock Exchange (in the
form of Crest Depositary Interests, 'CDI', with trading symbol BNC and
where each CDI represents one share of the Bank) and the Warsaw

4. Total volume of shares traded over average number of shares in issue.

2018 2017
Shares (million) 16,136.2
Price (EUR)
Closing price 5.479
Change in the price +12.3%
Maximum for the period 6.246
Date of maximum for the period 08/05/17
Minimum for the period 4.838
Date of minimum for the period 02/01/17
Average for the period 5.562
End-of-period market
capitalisation (million) 88.410
Trading
Total volume of shares traded (million) 20,222

Average daily volume of
shares traded (million) 79.3

Total cash traded (EUR million) 113,665

Average daily cash traded (EUR million) 445.7
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3. Shareholders. Engagement
and shareholders meeting

One share, one vote, one dividend

No takeover defences in our Bylaws

High participation and engagement of shareholders in our AGM

3.1 Shareholder engagement

The Bank is at the forefront of the best practices in engagement
with shareholders and institutional investors, focusing in earning
their lasting loyalty and driving profitability and sustainable
growth to their investments, in a Simple, Personal and Fair way
and according to our corporate culture and values.

We consider transparency is vital to gain trust among our
shareholders and other stakeholders and we take a proactive
approach to align our reporting and disclosure with their
expectations.

We engage with investors actively, fairly and transparently in the
following ways:

+ Annual engagement through the AGM. We consider our AGM as
the most important annual corporate event for our shareholders.

For that reason we strive to encourage the assistance and
informed participation of our shareholders wherever they are
based. See 'Participation of shareholders at the GSM' in section
3.2.

With that aim we have adopted measures to facilitate the
participation of shareholders in the AGM. In addition to make
available to them the relevant information as required by law,
we answer in writing all requests that shareholders send before
the AGM in connection with the agenda. See 'Right to receive
information' in section 3.2.

Furthermore, during the AGM the chairman informs in sufficient
detail on the most relevant developments of the Group's
corporate governance, occurred during the year, supplementing
the written information made available in the corporate
governance report, and addresses any questions that the
shareholders may pose verbally during the course of the general
shareholders’ meeting in connection with the matters included
in the agenda. When it is impossible to satisfy the shareholder's
right during the course of the meeting, and in the case of

those requests made by remote attendees at the meeting, the
appropriate information is provided in writing within seven days
after the end of the AGM.

The chairmen of the audit, appointments and remuneration
committees also report to the AGM on the tasks of those
committees, supplementing the committees activities annual
reports which are now included in this Corporate governance
chapter.

We also broadcast our GSMs live on our corporate website.
This allows non-attending shareholders, other investors and
stakeholders in general to be fully informed of the discussions
and results.

The record quorum and outstanding voting results in our 2018
AGM show the importance we put on engagement through our
GSMs. See section 3.4 '2018 AGM'.

Quarterly results presentations. Each quarter we hold a results
presentation on the same day we disclose those results. The results
presentation can be followed live, via conference call or webcast.
The corresponding financial report and results presentation
material are available that day before the market opens. During the
conference callit is possible to ask questions or send them via email
to: investor@gruposantander.com.

Our last event has been on 30 January 2019, when the 2018 Results
Presentation took place. During 2018, the first, second and third
quarter results presentations took place on 24 April, 25 July and 31
October, respectively.

Investor and strategy days. We also organise investor and
strategy days. These events allow our senior management to
lay out our strategy for investors and stakeholders in a broader
context than what results presentations typically allow. These
events also allow investors to have direct interaction with senior
management and some of our directors, something we see

as increasingly important as a way to further underscore the
strength of our board. In line with CNMV recommendations,
announcements of meetings with analysts and investors and the
documentation to be used at those meetings are published in
advance by the Bank. The Bank has already announced that its
next investor day will take place on 3 April 2019 in London®.

5. The information that will be made available in the investor day is not incorporated by reference in this annual report nor otherwise considered to be a part of it.
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* Lead independent director engagement with key investors. Our
lead independent director, Mr Bruce Carnegie-Brown, maintains
regular contact with investors and shareholders in Europe and
North America, particularly during the months prior to our AGM,
allowing us to gather their insights and to form an opinion about
their concerns, especially in connection with our corporate
governance. As he is also chairman of the appointments and the
remuneration committees, he is well suited to provide all the
perspectives on the governance of the Group and get in detail
investors sentiment and views. During 2018 and early 2019 he
met with 30 investors in 7 different cities totalling a 22% of our
share capital. The contribution of our lead independent director
in incorporating international best practices, developing relations
with institutional investors and providing them tailored feedback
is highly valued by the other directors in our annual board self-
assessment.

Investor roadshows. Our Investors Relations department

is in constant contact with our investors, analysts and other
stakeholders, seeking direct contact to provide all-round
discussion on shareholder value, on covering also improvements
to governance and remuneration structures and sustainability
matters.

During 2018 they had 1,134 contacts with 678 different
institutional investors. Those included roadshows, 1on 1and
group meetings and telephone calls. The team reached 33.62%
of our share capital, that is more than 50% of the capital held by
institutional investors.

Shareholder and Investor Relations team. As part of our exercise
of openness towards our retail shareholders, during 2018 we
held 252 events where they were informed about the latest
results and the Group’s strategy, as well as the evolution of the
share. Our Shareholders team has personally attended to 16,943
shareholders who represent 6.55% of the Bank’s share capital in
different roadshows and 1on 1group meetings.

To comply with our commitment to transparency and
information, our Shareholder and Investor Relations team offers
numerous attention channels. In 2018, we responded to 166,149
queries received via our shareholder helplines, mailboxes and
WhatsApp and achieved a 98% recommendation score in the
satisfaction surveys carried out. New in 2018, and in line with our
digital transformation and Simple, Personal and Fair culture, we
launched a 'Virtual Customer' channel where shareholders can
hold one-on-one meetings with the Shareholder and Investor
Relations team using their mobile devices.

- Proxy advisors, environment, social and governance (ESG)
analysts and other influencers. We have for a long time
recognised the importance and value for our investors that can be
obtained by seeking an open dialogue with corporate influencers
such as proxy advisors and ESG analysts. Ensuring our priorities
and messages are well understood by those players translates
into better communication to the end investors that look to them
for advice or counsel.

* Respect of Fair disclosure principles. All our interactions with
investors, analysts and other stakeholders follow the principle of
fair disclosure and CNMV's guidelines in this respect. Therefore,
material information on our financial performance and prospects
and other similarly relevant information is only disclosed in
the types of interaction mentioned above or in other analysts
meetings for which we announce the fact that the meeting will
take place and publish the documentation that will be used,
according to CNMV'’s recommendations regarding informational
meetings with analysts, institutional investors and other stock
market professionals. The purpose of other interactions is
therefore to better explain the public information available to all
investors and be able to directly address and understand areas of
interest or concern.

Our policy for communicating with shareholders, institutional
investors and proxy advisors establishes the rules and applicable
practices in this respect, is respectful of market abuse regulations
and dispenses similar treatment to all shareholders. The policy is
published on the Bank’s corporate website.

3.2 Shareholder rights

Our Bylaws provide for only one class of shares (ordinary shares),
granting all holders the same rights. Each Santander share entitles
the holder to one vote.

The Bank does not have any defensive mechanisms in the
Bylaws, fully conforming to the principle of one share, one vote,
one dividend.

In this section we highlight certain key features available to our
shareholders.

No restrictions on voting rights or on the

free transfer of shares in our Bylaws

There are no legal or bylaw restrictions on the exercise of voting
rights except for those resulting from the failure to comply with
applicable regulations as indicated below.

There are no non-voting or multiple-voting shares, or shares
giving preferential treatment in the distribution of dividends, or
shares that limit the number of votes that can be cast by a single
shareholder, or quorum requirements or qualified majorities other
than those established by law.

There are no restrictions on the free transfer of shares other than
the legal restrictions indicated in this section.

The transferability of the shares is not restricted by our Bylaws

or in any other manner other than by the application of legal and
regulatory provisions. Likewise, there are no bylaw restrictions on
the exercise of voting rights (except where an acquisition has been
made in breach of legal or regulatory provisions).

Further, the Bylaws do not include any neutralisation provisions

(as these are referred to in Spanish Securities Market Law), which
apply in the event of a tender offer or takeover bid.
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Please also note that the shareholders' agreement referred to
in section 2.4 'Shareholders' agreements' contains transfer and
voting restrictions on the shares subject to that agreement.

Legal and regulatory restrictions on the acquisition of significant
holdings

These legal and regulatory provisions apply mainly because of

the Bank's presence in regulated sectors (which implies that

the acquisition of significant holdings or influence is subject to
regulatory approval or non-objection) and its status as a listed
company (which implies that a tender offer or takeover bid for

the Bank's shares must be made for the acquisition of control and
other similar transactions).

The acquisition of significant ownership interests is regulated
mainly by:

« Regulation (EU) 1024/2013 of the Council of 15 October 2013,
conferring specific tasks on the ECB relating to the prudential
supervision of credit institutions;

+ Spanish Securities Markets Law; and

- Law 10/2074, of 26 June, on the organisation, supervision and
solvency of credit institutions (articles 16 to 23) and its
implementing regulation, Spanish Royal Decree 84/2015, of 13
February.

The acquisition of a significant stake in the Bank may also require
the authorisation of other domestic and foreign regulators with
supervisory powers over the Bank'’s and its subsidiaries' activities
and shares listings or other actions in connection with those
regulators or subsidiaries.

Participation of shareholders at the GSM

All registered holders of shares on record at least five days prior
to the day on which a meeting is scheduled to be held are entitled
to attend. The Bank allows shareholders to exercise their rights to
attend, delegate and vote using remote communication systems,
which also foster participation in the GSM.

Another communications channel available to shareholders is the
electronic shareholders' forum. This forum, which is available on
our Bank’s corporate website at the time of the meeting, allows
shareholders to post supplementary proposals to the agenda
announced in the call notice, along with requests for support for
those proposals, initiatives aimed at reaching the percentage
required to exercise any of the minority shareholder rights provided
for by law, as well as offers or requests to act as a voluntary proxy.

Supplement to the meeting call

Shareholders representing at least 3% of the share capital may
request the publication of a supplement to the AGM call with

a statement of the name of the shareholders exercising this

right and of the number of shares held by them, as well as the
items to be included on the agenda, attaching a rationale or
substantiated proposal for resolutions concerning these items and,
if appropriate, any other relevant documentation.

Shareholders representing at least 3% of the share capital may
also submit duly grounded resolutions concerning matters that
have already been included or to be included, relating to one or
more items on the agenda.
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These rights must be exercised by means of a certified notice that
must be received by the Bank's registered office within five days
after the publication of the notice of the call to meeting.

Right to receive information

From the publication of the call to the GSM until the fifth day,
inclusive, prior to the date for which the meeting has been

called at first call, shareholders may deliver written requests for
information or clarifications, or submit written questions on issues
they consider to be relevant concerning the items on the meeting
agenda. In addition, in the same manner and within the same
period, shareholders may deliver written requests for clarifications
concerning the relevant information that the Bank has provided

to CNMV since the last GSM was held or concerning the auditor’s
reports. The requested information and the answers provided by
the Bank are published in its corporate website.

Additionally, this information right may be exercised in

the meeting itself but when it is impossible to satisfy the
shareholder’s right during the course of the meeting, or those
requests made by remote attendees at the meeting, the
appropriate information is provided in writing within seven days
following after the end of the GSM.

Quorum and majorities required for

passing resolutions at the GSM

The quorum required to hold a valid general shareholders’ meeting
and the system for adopting resolutions set out in our Bylaws and
in the Rules and regulations for the Bank's GSM are the same as
those set down by Spanish law.

Except for specific matters as indicated below, the quorum on first
call shall be met by the attendance of shareholders representing at
least twenty five per cent of the subscribed share capital with the
right to vote. If a sufficient quorum is not available, the GSM shall
be held on second call, where no minimum quorum is required.

For purposes of determining the quorum, shareholders who
vote by mail or through electronic means before the meeting are
counted as present at the meeting, as provided by the Rules and
regulations for the Bank's GSM.

Except for specific matters as indicated below, resolutions
at GSMs are passed when, with respect to the voting capital
present or represented at the meeting, the number of votes
in favour is higher than the number of votes against.

The quorum and majorities required for Bylaws amendments,
issuances of shares and bonds, structural modifications and
other significant resolutions provided for in applicable law
are those set out below for Bylaws amendments. In addition,
pursuant to the rules applying to credit institutions, the
increase above 100% (up to 200%) of the ratio of the variable
remuneration components over the fixed ones for executive
directors and other key function holders requires a qualified
majority of two thirds if there is a quorum of more than 50%
and a majority of three quarters if there is not such a quorum.

Our Bylaws do not require any decisions that entail an acquisition,
disposal or contribution to another company of core assets or other
similar corporate transactions to be subject to the approval of the
GSM, except in those cases established by law.
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Rules governing amendments to our Bylaws

The GSM has the power to decide on any amendment of the
Bylaws, except for the change in the location of the registered
office within Spain, which may be decided by the board.

If the Bylaws are to be amended by the GSM, the Bank's board or,
where appropriate, the shareholders tabling the resolution, must
draft the complete text of the proposed amendment along with
a written report justifying the proposed change, which must be
provided to shareholders with the call notice for the meeting at
which the proposed amendment will be voted on.

Furthermore, the call notice for the GSM must clearly set out

the items to be amended, detailing the right of all shareholders

to examine the full text of the propose